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Japan's leadership 


SiR—Your leader "The Japan puz- 
zle" (March 21st) contains certain 
questionable assumptions. One 
is that the exercise of political 
leadership could tum the 
nation’s economic fortunes 
around. This might be the case if 
Japan's economy were modest in 
size and its people compliant 
with the calls ofauthority. But the 
problem is more complex. A 
mammoth economy, already 
launched on a course of fiscal 
stringency, must first respond to 
the need to get out of the current 
economic difficulties. This can- 
not be done by anyone waving a 
magic wand, but requires 
painstaking consensus-building. 

Another apparent assump- 
tion is that public works, such as 
building bridges, will be of much 
less value than tax cuts. One won- 
ders how outside observers can 
be so certain about someone 
else's economy or its multiplier 
effects. The fact is that the three 
ruling parties (the Liberal 
Democrats, the Social Democrats 
and the New Party Sakigake) 
announced on March 26th the 
basic guidelines for a historic 
and comprehensive Y16 trillion 
($124 billion) package which will 
result not only in the building of 
public works but also in invest- 
ment in the environment, new 
energy, science and technology, 
and telecoms, as well as policy- 
prioritised tax cuts. Discussions 
about cuts in income tax and cor- 
porate tax will continue. 

Finally, Japan comes to the 
Asia-Europe meeting in London 
this week with a record of nearly 


$40 billion in contri | 
Asian neighbours, i ing $19 
billion in the imr packages to 
Thailand, South Korea and 
Indonesia. If this is not leader- 
ship, what is? 
SADAAKI NUMATA 
Foreign Ministry 


Si&—-Your speculation about 
whether: Japan will undergo 
another miraculous change is 
premised on the notion that such 
an event has occurred before. Not 
so. The Meiji restoration of the 
late 1860s was simply the replace- 
ment of one warlord by another. 
It was a top-down movement 
that swept the populace along 
like debris in a flood. After the 
second world war, General 
MacArthur went in and allowed 


the old guard to remain, in a fren- 


zied and haphazard effort to 
rebuild the Japanese economy, 
so that it would act as a bulwark 
against the perceived global com- 
munist threat. 

What is needed now is a func- 
tioning democracy. in which 
ordinary people have a say and 
in which the government does 
not direct every single move. If 
that happened, Japan and the 
world would be much better off. 


Hvok Leg 


India's Hindus 


Sik—The hostility of much of 
Britain's press, including The 
Economist (March 21st), towards 
the Bharatiya Janata Party (BJP), 
now the leading partner in 


The 


Economist 
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India's ruling coalition, has some 
unfortunate consequences. By 
repeating, ad nauseam, familiar 
tales of its unreasoned hatred of 
Islam, suspicion of foreign 
investment and alleged pro- 
nuclear stance, you are denying 
your readers more searching 
scrutiny of important issues. 

The idea that the sje foments 
anti-Muslim riots is a very seri- 
ous charge that must, in future, 
be documented chapter and 
verse, since such accusations are 
hurled unremittingly by politi- 
cal opponents whose hands are 
demonstrably unclean in this 
regard. 

The sj» is the original Indian 
political party of economic liber- 
alisation and has always been 
opposed to excessive state regula- 
tion, at a time when it was fash- 
ionable in Britain and much of 
the world. It merely wishes to see 
India's entrepreneurial success 
in the emerging global economy, 
and has a preference for foreign 
investment in some sectors 
rather than others. Such. prefer- 


ences are also evident in the vari- 


ous policies of the European 
Union itself as well as its mem- 
ber countries. The question of 
India’s nuclear-weapons. policy 
is far too important to be dis- 


missed with cavalier, alarmist "S 
accusations. The sje is merely. 


making a point of reconfirming 
the policy of previous govern- 
ments: that it will exercise the 
nuclear option if it is judged nec- 
essary to do so. 

Finally, your explanation for 
Sonia Gandhis widespread 
acceptance—that she is endowed 
with her husband’s status rather 
than viewed as a foreigner—is far- 
fetched. Other “foreigners” have 
played momentous roles in 
India’s history and the redoubt- 
able Annie Besant led the Con- 
gress Party (1917) long before the 


that has accepted foreig 


Her ‘daughter in-law could w 


this with Hinduism. - 

The Hindu tradition fite. nev 
belittled women. Millions 4 
India worship goddesses fa 
wealth, knowledge and. pow: 
not God. Girls are “given awa 
in marriage, not in a and fi 





groom with the Meno y- 
looking after his beloved daug 
ter. This may seem out of ple 
today; but in the past, when 
woman had no chance of bei: 
financially independent, * 
made sense. Such practices hai 
been abused by many, resultig 
in child marriages and fema 
infanticides. Hinduism itself | 
not to blame, however. 

You say that "Indians are su 
picious of foreigners". There h 
not been a people in the wol 









more passively than have Ing 
ans. They have let Muslim 


| Christians, Parsis and every othe 
religious group enter the count 
- and freely preach their doctrine 


It is this openness in Indians, th 
essence of Hinduism, that allow 


them to accept an Italian. as 


national leader, not the fact the 
she became a Hindu after marny 
ing Rajiv Gandhi. 

India has had a woman prim 
minister who was respected an 
admired throughout the countr. 








woman be president or pi 
minister, let alone elect one. 


Berkeley, | SUNI 
California g PARASURAMA. 
Going digital 


Sik—Your article about digita 
television in Britain (Di: ata 





apolitical Sonia Gandhi was a 
twinkle in her mother’s eye. _ 
GAUTAM SEN. 
Overseas Friends 
of ByP 


doubts”, March 14th) misra 
the facts, as well as the mal 
and potential for this technolW 
` Your calculation that British te! 
vision companies are about t! 
-spend more than £15 billion ir 
subsidies so that the 52m multi 
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_| experience in one more oft the S fields: investment and 
trade promotion; business education and training, business finance 
and management, Substantial experience in a transitional economy 
‘isa prerequisite. Successful applicants will be expected to live in 
-the republic of Macedonia for a minimum of 12 months. 
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. Asia and Central and Eastern Europe - Social Development 

3 | Specialists 
; or major projects in Asia we are seeking innovative senior social 
lopment professionals with post-graduate qualifications in 
thropology/Sociology and a minimum of 7 years experience. 
kills in relocation and resettlement, poverty. alleviation, 








identification, implementation and evaluation are required. 
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E including current remuneration to Ms Carmel Dorman, Office Manager, GHKI, St James Hall, Moore Park Road, London SW6 2JW - 


171 736 8212), quoting the appropriate reference. Closing date for ae is Fri ay ZB 
47 April 1998. We look forward to you joining us and helping to build our creative DrOLCSMIODAL practice. : A 





(e-mail: dormanc@ghkint.com, or fax: (44) 


m mm 





i London 
Business 








: ción padres School a world mays business: school and a graduate school 
of London University, ds preparing to enter another phase of successful growth 
ider the: leadership. of a-new Dean, Professor John Quelch, recently appointed 
om Harvard. Business. School. The School has annual revenues of over £35 
million with 350 staff and 120 faculty and is run as a commercially focused 
;- organisation. It aims to provide a world class service to the 1,000 post graduate 
~. stúdents and. 2,000 executives who attend degree and executive courses, and to 
a attract the highest calibre of academic staff to further the School's international 
; reputation for research and teaching. 









is The School is seeking to appoint àn Associate Dean of Finance & Administration 
who will work closely with the Dean and other members of the faculty and will be 
a core member of the team driving the effort to achieve world class standards of 
customer service and quality of programme delivery. The Associate Dean will be 
responsible for the overall administration of the School including all legal and 
contractual matters and for the following departments: Finance; Information 
i logy &L mats Personnel; Property & Services; and General Administration. 
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Hong Kong - Economists an 
Developing innovative and- 
infrastructure and related service 
GHK’s Asia-Pacific/Hong Kong pra 
economists and financial analysts wi 
transport and other major infrastructure 
a minimum of 5 years professional 
evaluation and. ‘structuring - pu 
Mandarin/Cantonese speakers esp 





Russia and Central and Eastern. 
and Institutional 
We are looking for regional dev 
analysts and economists with a min 
experience, Skills of special. interes 
and regional economic developm 
and social policy. Applications from : EV 
EU accession in relation to these subjects are particul ly 4. 
welcome. Central and Eastern European language skills would be 
a distinct advantage. Ref ECE/NM 
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LETTERS 


market for digital televisi 
not existing — multi-chan 


will appreciate the simplicity of 
our "no dish, no cable" offering), 
. but the 75% of homes that receive 
© only four or five channels. 

Aggressive price increases by 
BSkys have maximised revenues 
from existing subscribers, but 
satellite-dish sales have slowed to 
a trickle. By offering a high-quali- 


we can win customers. With its 
uos free-market heritage and experi- 
. ence of the newspaper business, 
: The Economist should be mak- 
ing this point. Rupert Murdoch 
has almost trebled the circula- 
tion of the Times by cutting its 
price. In. multi-channel televi- 
. sion, there is an excellent oppor- 
tunity for us to do something 
. similar. 
^ With digital television, view- 
-> ers will be able to receive at least 
.. 30 channels through their exist- 
.. ing rooftop aerials. No dish, no 
. cable. Our channels come from 
- key programme makers, includ- 
ing the ssc, Carlton, Granada 


-_ Saying that integrated digital tele- 
— visions offering widescreen pic- 
tures, cp-quality sound and extra 
free channels—as well as the 
Opportunity to subscribe to 


shops this Christmas. This key 
point, which emphasises the 
enormous potential for BDB as 
the world moves from analogue 
to digital technology, seems to 
have escaped your notice. 
MICHAEL GREEN 
British Digital 
Broadcasting 


= ; Georgists 


^ Sir—It is not so "unlikely" that 
Henry. George should have 
become an “icon” in Estonia 
today (February 28th) For a 
thinker to be considered bril- 
liant—or at least competent—in 


. often enough for him to have 


been stigmatised by Marx, 
Engels, or Lenin. George man- 


m' was. absurd and, of 


In any case, the main target i the feast bil socialist 


homes (although many of them zz 


ty package at a competitive price, - 


and pSkys, Manufacturers are. 


British Digital Broadcasting (sp) 
and interactivity, will be in the . 


 post-Soviet Eastern Europe, it is | 


aged to win the disapproval of all. 


three. For all of them, George's asserted 


Henry George's fiscal system, 


; ienn notes, was introduced in- 
New Zealand in 1890. That might 


serve as a precedent for anyone 
wishing to evaluate the practica- 
bility of the single-tax idea, espe- 
cially those whose opinion of 
George seems to have been 
formed by simply inverting the 
negative image of him portrayed 
in the eight or so volumes of 
Lenin’s complete works that 
mention him. 

Paris DOMINIQUE COLAS 


Sig—You reduce the ideas of 
Henry George to the single-tax 
concept and its current applica- 
ton in site-value taxation in 
Estonia. Many Georgists believe 
that his idea of shifting tax away 
from income, consumption, sav- 
ing and investment to land could 
be linked to a “green tax” on 
emissions and waste. This would 
make for a sound economic and 
environmental policy. George 
was unusual in that he was a free- 
market advocate with a passion 
for social justice. Environmental- 
ists, libertarians and progressives 
could benefit greatly from his 
theories. 


Franconia, 

Virginia PauL GAGNON 
Terk ache eL A D D deu p aa aaa ertt ME 
Quid pro quo 


 SiR—Your assertions (March 21st) 


that “gut defiance and emotional 
outrage... overtake Israelis when 
there is any suggestion that all of 
Jerusalem is not their sovereign 
territory", and that the status of 
East Jerusalem is "indetermi- 
nate", require a dose of reality. 
The world's view ofthe holy city's 
legal status was concisely sum- 
marised in May 1996 by Malcolm 
Rifkind, Robin Cook's predeces- 
sor as foreign secretary, who 
being Jewish, is less easily brand- 
ed as being anti-Semitic. He said: 
"Britain made clear many years 
ago, as did the international 
community, that it considered 
Israel to be in military occupa- 
tion of East Jerusalem and to 
have only de facto authority over 


West Jerusalem." 


Three decades after Israel 
sovereignty ^ over 
expanded East Jerusalem, not 
one of the world's other sover- 
eign states has recognised its 
claim. On December 9th 1997, the 
un. General Assembly adopted, 


by a vote of 148-1, Resolution 








52/53, vh ich aea d 
decision of Israel to impi 
laws, jurisdiction and ; di 
tration on the Holy C 











Jerusalem is illegal and therefore & 
null and void, and has no validi- i 


ty whatsoever.” 

Jerusalem is the core conun- 
drum in the search for peace in 
the Middle East. A clearer under- 
standing of the true legal status of 
Jerusalem is an essential precon- 
dition for peace. 

Paris JOHN WHITBECK 


SiR—You assert that for any peace 
between Israel and the Palestini- 
ans to be brought perceptibly 
nearer, a change in attitude is 
required by Israel's government. 
Furthermore, you state that 
Robin Cook has observed that 
Binyamin Netanyahu won the 
1996 election on a "peace-and- 
security" platform. 

Mr Netanyahuss election plat- 
form was actually "peace and 
security based on reciprocity”. 
Reciprocity means that the Pales- 
tinians must fulfil their obliga- 


tions in the Oslo agreement. 


Sadly, the Palestinian leadership 
has not fulfilled many of the 
most important undertakings it 
gave, whereas Israel has already 
removed itself from all the main 
towns andcities in the West Bank 
and Gaza, and completely ful- 
filled the Hebron agreement. 
This is being overlooked in the 
mad rush to accuse Israel ofhold- 
ing up the peace process. 

If the people in this tiny coun- 
try (the size of Wales) are to live in 
harmony, Mr Netanyahu’s call 
for peace and security with reci- 
procity makes sense. If the Pales- 
tinians are prepared to fulfil 
their promises, they may see the 
change in attitude of Israel’s gov- 
ernment that you are calling for. 
Raanana, 


Israel STANLEY SHAPIRO 


The OECD's priorities 


Si&—Your refreshing analysis of 
the Multilateral Agreement on 
Investment (mai) being negotiat- 


ed between the rather few and - 


rather rich members of the ogcp. 
(March 14th) mentions a role for 


the devil. So it was not surprising 


toseealong de-demonising letter 
from Donald Johnston, , 
OECD'S scieetary general in 
nextissue. . | 


Mr. Johnston: mentions ‘the ; "C 
grou ndbreaki: ng work ofoi OECD in z 


. Statesshould perhaps step down. 

















A as oem o 


die interesting. letter pu 
just before his own. It tell 


Home í Office finds the duisting 
anti-bribery legislation adequate 
to deal with overseas bribery. 
despite the. fect that no case ha 






enue Inspectors manual explicit- | 
ly states that... such payments, 
may be offset against tax”. : 
Changing the bad habits of. 
politicians, diplomats, tax-men * 
and greedy businessmen takes | 
time, but many international . 
organisations — would — look . 
"nicer" if they concentrated on _ 
implementing the human-rights.” 
legislation we all agreed to 50 
years ago instead of protectin 
rich foreign i investors’ WR. 
Erslevsvej, | i 
Denmark Ole WAGNER smir 






SiR—You seem to imply that 
engaging the economic power- 
house ofthe oecp to host the Mar 
negotiations is like employing a 
steam engine to crack a nut. But. 
trade liberalisation is no easy - 
task It may be true that “the © 
OECD knows much more about © 
economic research than crafting | 
trade rules". So perhaps. those = 







ments. should. take het helm o 
such nego ations. i 








important matters, father. han | 
cs a DUTEdUETAHC paper facto- | 





Chicago Man MCVICKER 
ql tu t CONCERNS a ae NE SIS S 


Thin end of the wedge E 







Sır—No small matter that T 
Economist recently  suggester 
that the president of the United 


Ww ` PETA 


Youhavenowdonesomethingof © 


far greater. concern to this reader, 
In "Entrepreneurs to. order” .- 
(March 14th), the name of « one 2 

Josiah Miei ds. pu 
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EXECUTIVE FOCUS 
D Population Council 


PROGRAM ASSOCIATE 
FOR POLICY COMMUNICATION AND DISSEMINATION 


Population Council is seeking an experienced professional in policy 
communication and dissemination to serve in its Washington, D.C. office as 
part of the global family planning and reproductive health program known as 
FRONTIERS. The incumbent will work in close collaboration with 
specialists from a variety of organizations, including USAID; US-based 
cooperating agencies; governments and NGOs in Africa, Asia and Latin 
America; and with Council staff to develop and implement a dissemination 
and communication strategy to promote the utilization ang results of 
operations research in family planning and reproductive health policy. 





Requires: Doctoral degree or equivalent in a social or health science, 
additional training in policy and communications in family planning and 
reproductive health, and ten years experience working in the implementation 
of advocacy, information dissemination and policy reform activities in 
international health and development. Ability to synthesize and present 
research results, as well as a strong understanding of the information needs 
of policy makers working in the areas of family planning and reproductive 
health, and of the use of research to improve health programs. Significant 
experience. working in a variety of communication media including 
development of booklets, brochures, newsletters, policy briefs, and research 
summaries; and development of videos and World Wide Web pages. 
Resident work experience abroad is preferred 

The Population Council is an international, nonprofit, nongovernmental 
institution that conducts biomedical, social science, and public health 
research and helps build research capacities in developing countries. Please 
send resume to the attention of Mr. Benjamin Bilbao, Personnel 
Coordinator/Recruiter, Population Council, One Dag Hammarskjold Plaza, 
New York, NY 10017, FAX: (212) 755-6052, E-MAIL: jobs@popcouncil 
org. Please note: This position 1s available contingent upon award of the 
USAID cooperative agreement for operations research to the Population 
Council. An EOE Employer. M/F. We encourage applications from females 
and minorities 


NEW YORK UNIVERSITY 


RESIDENT DIRECTOR 
NYU in Prague 


New York University seeks applications for the post of Resident Director 
of NYU's new study abroad center in Prague. 


The director will have primary responsibility for all academic programs, 
administrative functions, and advising services, including teaching and 
clerical staffs, students, budget, and building operations. The Resident 
Director oversees all aspects of student life in Prague, including 
academic programs, housing, and co-curricular activities (orientations, 
excursions, cultural events, etc.); advises students on course selection: 
works with NYU’s Student Center for International Study and relevant 
departments and offices on curriculum design; hires local professors; 
may teach one course a semester in his or her field of expertise; 
represents NYU to Czech universities, government ministries, civil 
authorities, and the U.S. Embassy. 


Requirements: Ph.D. in the Humanities or Social Sciences preferred, 
Fluency in Czech and English. By Czech law, must be a citizen or long 
term resident of the Czech Republic. Familiarity with Central European 
educational and cultural institutions, especially those in Prague, plus 
experience managing and promoting study abroad programs is very 
desirable. Knowledge of the academic and administrative policies and 
practices of New York University is preferred. 


Salary and benefits will be competitive. Candidates should send a 
resume, references, and salary expectations to: 
Matthew Santirocco, Ph.D., 
Dean of the College of Arts and Sciences, 
New York University, Main Building, 
100 Washington Square East, New York, NY 10003-6667. 


NYU encourages applications from women 
and members of minority groups 
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WHEN OPERATIONS ARE 


NOT GOING SMOOTHLY, 








A leading pharmaceutical 
company is losing its competitive 
advantage in new product 
development due to inadequate 
IT. There are thousands of pages 
crammed with data from 
hundreds of patients. 


There are also hundreds of 
doctors involved. You will be 
working across seven countries, 
all speaking a different language 
Oh - and by the way - it is 
imperative that the solution be 
designed to accommodate patient 
confidentiality. 


In other words, none of the 
numerous doctors involved must 
be capable of accessing 
information other than that of his 
own patients, 


This is typical of the 
challenges regularly faced by 
The Life Sciences Group (LSG), 
a 'Can Do' organisation launched 
to reflect the dramatic shift 
that is occurring within the 


COULD YOU 
PROVIDE TH 


E ANSWER? 


pharmaceutical industry as it 
adapts to meet the aspiration 
of improving the world's 
overall health. 


Burgeoning business means 
that we now need even more 
specialists to work within our 
global team. By that we mean 
exceptionally talented individuals 
possessing à powerful track 
record of success (minimum 5 
years) in consulting management 
with the emphasis on 
pharmaceuticals and healthcare 


Expertise in IT solutions is 
also essential, as is fluency 
in English plus one other 
language. All attributes should be 
contained within a strong 
commitment to working in the 
Life Sciences sector. 


By combining the industry 
expertise of Gemini consulting 
and the IT excellence of Cap 
Gemini with in-depth market 
specific knowledge, LSG can 
provide the ultimate technical 
support to the pharmaceutical 
industry's aims 


Should you genuinely feel that 
you can meet all our stringent 
requirements, then we can 
promise you all the freedom you 
need to be outstanding. The sky 
really could be your limit, 
in terms of both achievement 
and personal satisfaction. In that 
case we urge you to send your CV 
and current salary details to our 
UK office 


Contact: Anne Charles, Cap 
Gemini Life Sciences Group 
130 Shaftesbury Avenue, London 
WIV 8HH . Tel: 0171 434 8000 
Fax: 0171 434 8908 e-mail 
anne.charles@capgemini.co.uk 
website address: http://www. 
capgemüini.com/gmu/life/index.htm 
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& OTHER EXECUTIVES 


BASED IN SAUDI ARABIA 


We are a highly successful holding company based in Saudi Arabia 
investing in a number of business operations. 


We are seeking to employ an outstanding Project Manager. The | 


main responsibility of the candidate would be to assess the 


] Reporting to the General Manager, the appointee will possess the 
F following attributes:- s 


* An Engineering or Business degree 
* A minimum of 5 years experience in the Aluminum 
industry preferably in the Aluminum foil sector. 


* Excellent communication skills. 


Additionally we are seeking to emplov 


| Financial Analyst and a Market Researcher 


"who have relevant experiences. Interested candidates should fax or 










| mail their CVs as soon as possible to the following address:- 


UNITED INVESTMENT COMPANY, 
P.O. BOX 7170, RIYADH, 11462, 
. SAUDI ARABIA. 
Fax: 464-9025 
Email: Usef@computec.Com.bh 
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| viability and to coordinate the establishment of our proposed | 
] Aluminum project. 
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The Carter Center, an action-oriented, interdisciplinary, non- 


| profit institute chaired by former US President Jimmy Carter, seeks 


qualified candidates for the following: 


DIRECTOR, T" 
CONFLICT RESOLUTION PROGRAM - 
The Conflict Resolution Program works to prevent and resolve con- 
flict, including civil wars, through policy analysis, action-oriented 
research and mediation efforts. The selected candidate will assume 
responsibility for program management and explore opportunities 
for involvement in conflict prevention or resolution worldwide and 
exercise leadership in determining priorities, develop strategies and 
calculate the optimum involvement of staff. Will also manage and 
help raise funds required to finance new projects and activities from. f 
foundations, corporations, individuals and government. donors. - 


Requires. 15 years of experience in the appli cation. of ¢ afl ict Midi | | : 
lution methodology with field experience in overseas countries. f 
Must possess substantial managerial, communications an d estes d 


ship skills in order to properly deal with high levels of accountabili- 


ty in non-governmental, inter-govemmental or governmental regu- f| 


lations. 


The Carter Center is an equal opportunity, affirmative action 
for, and resume to: The Carter Center, c/o Sabrina Cal į 
HR, 453 Freedom Parkway, Atlanta, GA 30307; Fax (404) 
420-3818. 


employer. Please send letter of interest, indicating position applying || 


THE BANK FOR INTERNATIONAL SETTLEMENTS 


an international organisation in Basle, Switzerland, established in 1 930 to promote central bank cooperation and — B 


provide additional facilities for international financial operations, has a vacancy in its Language 





of documents drafted in English. 


The successful candidate will have: 
^e a perfect command of English (mother tongue) 


` for the translation into English of financial, economic, legal and other technical texts and the revision/ editing 





e a good university degree in French and German; a postgraduate diploma in translation would be an 


advantage, as would a knowledge of Italian or Spanish 


e several years' experience as a professional translator, preferably in the economic or financial field 


flexibility, adaptability and team spirit 


0 


andidates should preferably have a sound grounding in economics a : 
o keep abreast of developments in the relevant fields. E 


fers attractive conditions of employment in an i nternational atmo 


is should be sent, together with references, to Human 
002 Basle, Switzerland quoting the reference number 98: 


-« the ability to produce high-quality work to tight deadlines when necessary 









a The e INTERNATIONAL TRADE CENTRE 


is we for a 
Director for its 
"Division, of Trad -Support Services (DTSS) 


2 - i The incumbent. will be. fesponsible for management and substantive 
L leadership of the Division which is concerned with Trade Support Services capacity 


p " building i in developing countries and economies in transition, He/She will lead the 
v] preparation of the Division's s itegics and plans and will be responsible for its 
f programme development and. operations. He/She will interpret the needs expressed 


doy beneficiaries, dev cloping information and capacity building approaches to assist 
theni in formulation effective trade promotion strategies and activities. 


oe Qualifications and Experience required: Advanced university degree in 


economics, business. administration, international relations, law or other relevant 
disciplines. Over 20 years of diversified and progressive professional experience in 
trade development, expórt promotion and international cooperation. Intimate 


| ub knowledge and understanding of the trade promotion problems of developing - 
"countries, Proven ability to plan and implement technical cooperation programmes, 


T and to manage staff in a multi-cultural environment. Keen sense of i integrity, 
initiative and qualities of tact and diplomacy. 


Uu “languages: Fluency in English or French with a good working knowledge of the 

5o] other language. Working knowledge of another United Nations official language an 

vos] asset. 

1 [ Duty Station: Geneva, Switzerland; Date of Entry: As soon as possible; Type of 

^j appointment two-year fixed-term, renewable; Indicative minimum gross annual 
^| remuneration: approximately USD135 ,000, plus a number of additional benefits 


"here applicable, e.g. education allowance. 
pplications should be mailed to: 
m The Chief, Personnel Section — 
 Ínternational Trade Centre UNCTAD/WTO, Palais des Nations 
CH-1211 Geneva 10, Switzerland 
or faxed to: «41 22 730 08 03 


dert “Applications E-mailed will not be considered. Applications from qualified men | and 
4 | women are equally welcome. Applicants are requested to complete a United - 
— | Nations Personnel History form (P.11) available, upon request, either at local 

. |. UN offices or from ITC. Reference to the vacancy announcement should be 


7S | made in any correspondence. Applicants will be contacted only if they arc 


| under serious consideration. 


m pote for application: 30 April 1998 
- Please quote Ref: ITC/VN/3/1998. 


Program Manager for Capaci yi | Building and 
Investment Promotion Support 


| The Multilateral Investment Guarantee Agency (MIGA) is a World 

Bark affiliate created to enhance the flow of foreign direct investment (FDI) by 

rovic jstment insurance against non-commercial risks and technical 

assistance to: developing. ‘counties. Technical assistance is provided through 
MIGA: Investment Marketing Services Department (IMS). 


MS i is: seeking a Program Manager to design and ind a global capacity 


m Sng: and investment. promotion program for organizations charged with 


ae ting FDI. These activities are part of the IMS technical assistance portfolio, 
E which also: includes direct support to investment promotion activities; information 
| dissemination; and, institutional strengthening in MIGA member countries. 


Responsibilities: The Program Manager will lead a small team of investment 

promotion officers and analysts responsible for service delivery to investment 

promotion agencies (IPAs), sectoral ministries, quasi-govemmental entities, and, 

private Sector associations. Specific duties include: providing advice and training for 

staff of client agencies on how to manage an organization promoting FDI; fostering 

| transfer of best practices in economic development and investment promotion; 
~ developing “toolkits” and materials to provide ongoing support to IPAs; and working 
. With other department units to develop information dissemination vehicles. 


vp : Qualifications: Minimum of a Master's degree with a specialization in intemational 


..| economics, business or related field. At least ten years senior experience in 


planning and executing programs and activities to attract and retain FOI, preferably 
as a senior officer of, or advisor to, an IPA. Demonstrable expertise in intemational 
trade. and investment and private Sector ovat Sous gn pvwizaton Direct 


i sn T package. Qualified 
writter n in Guipa no 


BOTSWANA EXPOR DEVELOPMEN "AND 
INVESTMENT AUTHORITY (BEDIA) 


CHIEF EXECUTIVE C OFFI ER 


Botswana Export Developme 
(BEDIA) will be a | Direc 


diversification Diod the pieni 

export industries and the . 

investment. This organisation will als k } 
established investors for the- promotion of. exp 
development. 


BEDIA is seeking the services of a highly duatiied 4 an 
experienced individual to become the Chief Execut 
Officer (CEO). The role of the CEO will be to oversee t 
orderly establishment of the new organisation so. 
to rapidly achieve credibility, respectability - and 
effectiveness. He/She will be responsible to manage t 
day-to-day affairs of the Authority. The CEO will report 
to the Board of Directors of BEDIA and will need: to 
establish a good working relationship with the Board. — 


The candidate should have | a. relevant university 
education and possess at least fifteen’ years of pertinent: 
senior management experience in export and investment 
promotion and have successfully occupied a CEO- 
position in a similar type of organisation. More: 


specifically, the incumbent should have proven superior | 


general management skills incorporating leadership, | 
planning, | communications, direction, | motivation, |. 
monitoring and control. He/She should have excellent 
judgement and the ability to maintain consistency of. 
behaviour under pressure; excellent analytical capabilit 
coupled with equally good presentation skills; s 
interpersonal skills and confidence to delegate to ¢ 


The BEDIA will offer a competitive salary and benel 
package, including a housing allowance, contributo 
medical scheme, motor vehicle advance scheme, leave - 


allowance and, for expatriate recruitment, education | 


allowance and gratuity upon completion of the term of 
appointment. The initial term of appointment to be 
negotiated, may be renewed. 


Applications, including a Curriculum Vitae and the 


names of three referees, should be sent by ABRE 15, | | 


1998 to: 


Chairman of the Board of BEDIA 

co — Ms T. C. Moremi, Permanent Secretary 
Ministry of Commerce and Industry - 
Government of Botswana E 
Private Bag 004, Gaborone, Botswana 
Fax: 287-313209 | 
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There have been dark clouds hovering over Malaysia 
lately. One such cloud has cleared... the haze. | 
Yet when we were about to enjoy blue skies again, | 
another dark cloud set in... economic uncertainty. | 


iscbwp: 1001 


We Malaysians, however, expect this to clear too. 
In due time. With an optimism that is borne out 
of four decades of incredible economic growth 


| 
| 
the world has been witness to. 
! 


With the perseverance to make changes and sacrifices. 
With the wisdom of solid economic fundamentals 

to see us through. With the determination to do | 
everything for the economy to bounce back. 


And bounce back we will. How can we | 
be so bullish about it? Because we've 
overcome other adversities before. 
And we'll do it again. 





MALAYSIA 
Bullish on Bouncing Back 
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Surviving the telecoms jungle 


PARE a thought for incumbent telephone 

companies everywhere. About now, they 
expected to be coming into their own as stan- 
dard bearers of the information age. Espe- 
cially in Europe, with its newly privatised 
telecoms firms, this should have been a time 
of great promise. Instead, all over the world, 
the giants of the industry feel lumbering and 
endangered. Rather than letting them flex 
their muscles, their once-supportive national 
governments have tied them up with pro- 
competitive rules. And now strange fierce 
creatures, previously unknown in these parts, 
are darting about. 

Politicians who once controlled or owned 
telecoms monopolies are stepping back. All are more or less 
convinced that their citizens will enjoy the benefits of tum- 
bling prices and hitherto undreamt-of new products only if 
their telecoms markets are opened to competition. In Amer- 
ica, legislation passed two years ago was intended to shake up 
the local monopolies of the Baby Bells and intensify compe- 
tition in long distance (thanks to legal challenges, it hasn’t 
happened yet, but that’s another story). In the European 
Union, incumbents are feeling the first effects of the liberal- 
isation measures of January 1st. The same is happening else- 
where under the umbrella of the World Trade Organisation. 


Feeding time 

Governments and incumbents alike in the richer and more 
technically advanced countries have persuaded themselves 
that, under the stimulus of competition and private owner- 
ship, the old monsters can transform themselves into global 
titans. But strong though most ex-monopolies still look, just 
hanging on where they have home advantage will test them. 
Entering new markets overseas is nice in theory, but against 
dogged incumbents like themselves on one side and fast- 
moving, “next generation" network operators from the world 
ofdata communications and computing on the other, the dif- 
ficulties are formidable. Some governments may be tempted 
to lend a hand by easing the regulatory pressure on putative 
national champions. British Telecom is a case-history that 
proves this would be wrong (see pages 17-20). 

BT is the test-case for the idea that a licensed monopoly 
can make the change from a plodding giant to an agile one. 
The company has been given every chance to reinvent itself— 
competition was introduced into the British market slowly, 
over 14 years. But it is only in the last couple of years, since Br's 
dominance has been seriously threatened, that prices in Brit- 
ain for international and long-distance calls have plum- 
meted. A three-minute call to America has fallen by nearly 
70% in the past two years, making Britain one of the cheapest 
countries in the world for international calls. Prices for local 
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services, where competition has yet to make 
itself felt, are roughly stable. Realising that its 
domestic revenues were no longer secure was 
what it took to make Br serious about becom- 
ing an integrated global carrier, capable of 
serving multinational companies all over the 
world. Without that spur it is doubtful 
whether Br would ever have stirred itself. 

Compared with its American and Euro- 
pean counterparts (such as Deutsche Tele- 
kom and France Télécom with their ponder- 
ous and loss-making Global One alliance), Br 
has adopted an aggressive and ambitious 
strategy. With promising joint ventures in Eu- 
rope and the acquisition of an American 
long-distance carrier, MCI, seemingly in the bag, it appeared 
to be the model for other incumbents to follow. But the loss of 
MCI to WorldCom—a “next generation" carrier with reve- 
nues a fraction of Br's—has raised doubts over whether the 
scale of the transformation that Br requires to become one of 
the top three global communications companies in the next 
century is achievable. 

Like other incumbents, Br still retains in its home market 
many competitive advantages: access to customers, a trusted 
brand, long-standing business relationships, a comprehen- 
sive network, political influence, strong cash flow and deep 
experience. But only the last two can be exploited in overseas 
markets. Its disadvantages (also shared by other incumbents) 
are slow decision-making, risk-averse shareholders, an entre- 
preneurial spirit that is at best only skin-deep, and a political 
rather than a market-focused culture. These are likely to hob- 
ble its ambition. 

Both at home and abroad, Br, like other incumbents, faces 
an unprecedented assault on its existing revenues from up- 
starts with new technologies based on Internet-protocol (1P) 
networks, fat broad-band fibre-optic pipes rather than skinny 
copper wire, and packet switching instead of clunky circuits. 
There will no longer be distinct data and voice markets, just 
one for combined data/voice/video. At home, it will see in- 
creasingly large chunks of the telecoms business picked off by 
new rivals with costs that are a quarter or a fifth of its own. 

Abroad, despite its forte for alliances, its expertise in run- 
ning networks and its understanding of the counter-strate- 
gies of incumbents, it lacks the entrepreneurial agility, the 
speed of decision-making and the gung-ho investors to match 
the moves of companies like WorldCom, let alone a more re- 
cent phenomenon like Qwest. As telecoms becomes more like 
the computer industry with very rapid innovation and new 
services brought quickly to market, Br and its incumbent 
brethren are poorly placed to win the lion's share of new reve- 
nues from the boom in voice and data traffic. 

There are clear lessons from BT's experience for both regu- 
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lators and other embattled incumbents. For regulators, it is 
that shock treatment is best. Get out as soon as telecoms can 
be treated like a normal competitive market—the technology 
will make it happen sooner than you dared hope. Govern- 
ments may occasionally think wistfully about national cham- 
pions, but consumers couldn’t care less. For incumbent firms, 
the lesson is “change more quickly and more completely 
than in your worst nightmares.” 

That means learning from computer-industry giants like 
IBM, Hewlett-Packard and DEC, who discovered in the 1980s 
that denial is a poor survival strategy. As happened in com- 
puters, the telecoms industry is shifting from proprietary to 


open standards. Incumbent firms should embrace open stan- 
dards whenever the market opportunity justifies it, even if it 
means cannibalising existing revenues. Outdated "legacy" 
networks should be written off and replaced in the next two 
or three years, not over ten or 15. Hardest of all for ex-monopo- 
lies dominated by an engineering culture, they must learn to 
be totally focused on the customer. As for becoming global 
players, fine, but never suppose there will be easy victories in 
hotly contested, mature markets. Perhaps the clearest lesson 
from the computer industry is that in high-tech, to prosper 
you must be simultaneously very bold and very afraid—like 
Microsoft and Intel. It's a tall order. 





A few more bangs, please 


Asia's financial woes are finally yielding long-overdue reforms. But there is 
still doubt about governments’ determination to follow through 


p though painful, has much to commend it. High 
among its virtues is that it makes inertia all but impossi- 
ble to sustain. People become worried, desperate, even fran- 
tic—and when they do, ways that were immutable suddenly 
become open to change. 

Nowhere is this virtue more apparent than in the restruc- 
turing of Asia's financial systems. For decades, Asian coun- 
tries maintained that in finance, as in other realms, they had 
discovered a special Asian way. In practice, this meant a com- 
plicated system of cross-subsidies through which, in the end, 
individuals lent (or were forced to lend) to businesses at artifi- 
cially low rates of interest. Asia touted its extraordinarily high 
saving rates as the key to fast economic growth. Asian compa- 
nies fuelled by cheap loans, often extended at government 
behest, came to look like world-beaters. And when Cassan- 
dras warned that reckless lending and unproductive invest- 
ment were creating speculative bubbles rather than solid 
economies, their objections were acknowledged as valid but 
not vital. Almost every country in Asia affirmed its intent to 
introduce market forces into its financial system—but slowly, 
so as not to bankrupt borrowers, destabilise lenders, displace 
workers or otherwise upset the established order of things. 

The crises of 1997, which began in the foreign-exchange 
markets and spread quickly through the banking sector, chal- 
lenged that complacency. Now, at last, financial reform heads 
the agenda almost everywhere in Asia (see page 84). 

Japan this week began its prolonged “Big Bang”, which is 
meant, eventually, to have the allocation of loans and 
shareholdings driven by market forces rather than personal 
connections. South Korea and Thailand have opened their 
financial industries to foreigners in ways that were unimag- 
inable a year ago. China is looking serious about cleaning up 
its ailing banks and cutting off cheap loans to state-owned 
companies. Even India, less afflicted by the crisis, has recog- 
nised that rigged stockmarkets and insider dealing present 
serious obstacles to economic growth, and has cracked open 
the door for hostile takeovers. 

Given the starting point, these are impressive changes. All 
of Asia’s important economies now recognise that they havea 
choice. They can participate wholeheartedly in the interna- 
tional financial system, a decision which requires extending 
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to both foreign and domestic investors the protection they 
have every right to expect—honest corporate accounting, re- 
spect for minority investors, the right to open local offices—in 
return for putting their money at risk. Or they can seek shelter, 
protecting their financial systems against foreign intruders 
and accepting slower economic growth as the price. 

Some countries, particularly Indonesia and, to a lesser ex- 
tent, Malaysia, still hope to have it both ways. The rest now 
admit that they cannot. At venues such as this week’s annual 
meeting of Asian and European leaders in London (see page 
30), they are reconfirming their commitment to participate in 
an open world economy. 


Halfway there 


Yet having admitted the urgency of financial reform, many 
politicians hope to escape with the unpopular job half-done. 
Japan has freed foreign-exchange trading and is letting for- 
eign fund managers set up shop, but the government is still 
trying to prop up the stockmarket to make its banks look 
healthier than they are. South Korea has done much to open 
its financial sector to foreigners, but almost nothing when it 
comes to making insolvent financial institutions close their 
doors. India’s new willingness to promote shareholders’ in- 
terests by allowing hostile takeovers is tempered by its con- 
tinuing suspicion of foreign investment. Even Thailand's in- 
vitation to foreign banks to buy stakes in Thai banks is less 
than enthusiastic; ten years down the road, any new shares 
issued by these banks must be offered only to Thais. 

The reason for such compromises, of course, is politics. 
Decades of protection have created huge constituencies of 
bankers and bank employees, company bosses and wheeler- 
dealers, all of whom are threatened by the introduction of 
market disciplines into financial affairs. These forces have 
rallied, arguing that now, with unemployment rising and 
family incomes falling sharply, is no time to be putting peo- 
ple out of work and firms out of business. 

There may be no better time. Crisis has created an envi- 
ronment in which Asia's leaders can force the pace of finan- 
cial reform in ways that would until recently have been un- 
thinkable. They would be foolish to waste the opportunity. 
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Blinded by the dark 


Europe's governments have only themselves to blame for the “black economy" 


HA you broken the law this year, or abetted others in 
breaking it? Almost certainly. When you paid your 
cleaner or builder in cash, or for some reason neglected to tell 
the taxman that you were paid for a service rendered, you 
participated in the black or underground economy. How- 
ever, wickedness of this kind is more prevalent in some places 
than others. An unpublished report from the European Com- 
mission estimates that lawful but undeclared work accounts 
for up to 15% of Europe’s Gpp, compared with 5% in the 1970s. 
For some countries the figure is much higher. 

Padraig Flynn, the EU employment commissioner, is very 
put out about it. He wants governments to attack such anti- 
social behaviour—these people are evading taxes, you do real- 
ise. The remedy is obvious, of course: tighten up the rules here, 
enforce them more aggressively there. But before they do that, 
Europe’s governments might do better to ask themselves why 
the black economy is growing in the first place. 


Shine a light 


Consider two statistics. In France, on average, the costs a firm 
must bear in order to employ somebody amount, in total, to 
three times what the worker receives after all taxes. In Amer- 
ica, the corresponding cost to employers is “only” 80% more 
than the worker's pay after deductions. So it isn't terribly sur- 
prising, except perhaps to Mr Flynn and the Ev’s other em- 
ployment experts, that America's black economy (at less than 
10% of GP) is far smaller than Europe's. Taxes are not the only 
problem, mind you. A second motive for going underground 
is to avoid the burden of regulation imposed on people who 
want to buy and sell things: goods, services, their labour, 
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whatever. America is no more a model of wisely limited regu- 
lation than it is of low labour taxes—it is just hugely better in 
this respect than most of Europe. And it has the unemploy- 
ment rate to prove it. 

The black economy is first and foremost a sign of govern- 
ment failure. The remedy is not to do more of what the gov- 
ernment is already doing wrong, but less. It is hardly an exag- 
geration to say that Europe's black economy reflects every- 
thing that is failing in Europe's economies. Its roots are in the 
same factors that stifle competition and hamper the creation 
of new jobs in the parts that officially exist. Seen this way, the 
underground economy needs to be acknowledged as a bless- 
ing rather than a curse: it allows firms to escape the rigidities 
of the formal economy, creating jobs and wealth where there 
would otherwise be no jobs or wealth. Would France's suc- 
cessful fashion business, or Italy's, even exist if those coun- 
tries’ black economies were harried and bashed as Mr Flynn 
seems to favour? 

Yet many Europeans still don't get it. Mr Flynn's report 
says: "Itis questionable whether [labour market] deregulation 
is a sensible path to follow as regards solving the problem of 
undeclared work." Actually, Mr Flynn, this is not question- 
able anywhere outside the European Commission. France 
and Italy have plans to introduce 35-hour working weeks; the 
EU has implemented rules of its own to establish a maximum 
48-hour week. These ideas are certain to enlarge the black 
economy. But it is not the black economy that is the problem. 
The problem is the needlessly intrusive and burdensome pol- 
icies of Europe's governments. Will somebody at the Euro- 
pean Commission please attack those instead? 





Wake up, Israel 


American patience may not be inexhaustible 


H?" frightened is Israel of American impatience? This 
week, as their latest bid to raise the Israeli-Palestinian 
peace process from the dead fizzled out, the Americans were 
sounding unusually fed up, expressing a frustration that 
Madeleine Albright, the secretary of state, conveyed by tele- 
phone to America's Jewish leaders. Unless Israel turns a bit 
more co-operative soon, the Americans, or so they are half- 
hinting, may give up on the thankless peace business. 

No skin off our nose, Israel's government might respond, 
if this were a question of the peace process alone. Binyamin 
Netanyahu and his men would be delighted to learn that they 
were no longer to be pestered by Dennis Ross, the State De- 
partment's able and persistent envoy, urging Israel to fulfil its 
commitments under the Oslo accords. But Israeli-American 
relations come as a package: Israel cannot altogether pick and 
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choose which bits America might, or might not, change. And 
the thought of a wider American Middle Eastern “reap- 
praisal” is an imprecise threat that has been seared on Israel’s 
soul since the mid-1970s when Henry Kissinger, then Gerald 
Ford’s secretary of state, growled the word as he successfully 
strove to hurry the Jewish state out of occupied Egypt. 

Now, as then, Israel cannot afford to fall out seriously with 
America: witness Mr Netanyahu’s strenuous efforts to reach 
behind the administration through contacts with American 
Jewry and Congress. The importance of the $3 billion that 
America gives Israel each year may have shrunk as Israel’s 
GNP shoots up towards $100 billion. But all Israelis want to 
keep their country’s central role in America’s foreign-policy 
calculations. Some of those calculations are now in a state of 
flux: relations with Iran, for instance. Israel urgently wants to 
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be in a position to jog America’s elbow if or when it sees its 
own interests, or fears, being overlooked. 

All this gives America much more influence in urging the 
Israelis on than its tentative demeanour has so far suggested. 
Maybe Mrs Albright will be prepared to show more steel. But 
would her president back her? Moreover, it is not just a matter 
of getting the talks restarted. For any chance of success, Amer- 
ica will have to insist, as it now seems to be doing, that the 
peace business is a tripartite affair. America’s role must be as 
arbiter as well as mediator. Israel fiercely resists this. But given 
the level of suspicion, America’s continued, active participa- 
tion as a referee has become essential. 

The row about whether the second “further redeploy- 
ment” should be from 9% or 13% of the West Bank is, largely, a 
diversion (see page 49). Either figure would still leave Israel 
with 60% of the territory. What matters is that Israel should 
start moving and, under American guidance, keep on mov- 
ing. A third redeployment is supposed to follow the second. 
By the time serious negotiation begins on a permanent settle- 
ment, most of the land is supposed to be in Palestinian hands. 

The proposal is that the current phase should take 12 
weeks, during which the Palestinian Authority would recipro- 
cate by carrying out its own commitments on Israeli security. 
Israel, which claims that it is the Palestinians who have failed 
to honour the Oslo accords, has a litany of security demands. 


Mr Arafat's security arrangements are, indeed, arbitrary: he 
has several hundred suspects in prison, many of them swept 
up on the basis of their political affiliation during post-sui- 
cide-bombing crackdowns, and then held without charge. 
But many of Israel's demands are arbitrary too. The Israelis 
want Mr Arafat to extradite some three dozen suspects to Is- 
rael, a demand based on a clause in the accords that the Israe- 
lis and Palestinians disagree about. They say he must take 
steps against anyone who incites violence, but this too is open 
to interpretation. The demand that he should revoke clauses 
in the Palestinian covenant that call for Israel's destruction is 
reasonable—if unnecessary, since it was done by the Palestin- 
ian parliament in April 1996 to the full satisfaction of both 
Mr Clinton and Israel's last prime minister, Shimon Peres. 


Mediator, arbiter and overseer 


Israel would evidently like to be sole judge of whether the 
Palestinians have carried out their obligations. But it would 
be naive not to suspect that its judgment would inevitably be 
negative—and thus an excuse for halting the hated with- 
drawal. Hence, another strong argument for a neutral referee. 

It is a little hard on the United States, which is struggling, 
and failing, to get the talks restarted at all, to suggest that it 
will have to stay on to see them implemented too. But it has 
the clout to do both, if it Should only choose to do so. 





America and guns 


The love affair goes on, whatever the price 


HE funerals are over. The flurry of media coverage has 

already faded. There was a weary familiarity about Ameri- 
ca's reaction to the shootings in Jonesboro, Arkansas, on 
March 24th. Americans have seen it all before, many times. 
Mike Huckabee, Arkansas's governor, blamed violence in 
television and movies. Bill Clinton ordered the marshalling 
of “experts” to see what could be done. Officials tried to find a 
way to prosecute the two killers, boys aged 13 and 11, under 
federal laws to keep them in prison beyond their 21st birth- 
day. Even as photographs were published of the youngest 
killer as a toddler, dressed in camouflage clothes and wield- 
ing a rifle, commentators dwelled on the question: what 
makes children kill? As if this were a mystery. The one issue no 
one was keen to address is America's love affair with guns. 

To those living in other rich countries this reaction seems 
bizarre. The school massacre at Dunblane in 1996 prompted 
Britain to ban all handguns. A mass shooting in Tasmania a 
few weeks later also led Australia to tighten its gun laws. But 
mass shootings have become an American tradition. After ev- 
ery incident Americans pore over the grisly details, and shake 
their heads. And yet no one expects Jonesboro, or any other 
shooting, to change anything. Gun-control advocates have 
been reduced to pressing for restrictions which most other 
countries would dismiss as mere tinkering. 

Naturally, the anti-control slogan is true: “guns don't kill 
people, people kill people". But guns certainly make killing à 
lot easier. It is true, too, as pro-gun groups maintain, that most 
of America's 200m guns are not used to shoot people; if they 
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were, America would be laid waste. Nevertheless, it is indis- 
putable that the easy availability of weapons results in more 
firearms deaths. Young boys throughout the world have vio- 
lent fantasies. A small number even try to act them out. No- 
where but in America, though, could they readily assemble 
the arsenal of weapons used by the Jonesboro boys. 


Shaming comparisons 


The differences between America and other countries are 
stark. In 1996 handguns were used to murder two people in 
New Zealand, 15 in Japan, 30 in Britain, 106 in Canada, 211 in 
Germany and 9,390 in the United States. A 1997 study found 
that the firearm-related death rate among American children 
under 15 years old was nearly 16 times higher than among 
children in 25 other industrialised countries combined. 

There are about 35,000 firearms deaths, including homi- 
cides, suicides and accidents, in America every year. Accord- 
ing to the FBI, nearly one out of every three reported murders, 
robberies and aggravated assaults involves firearms—about 
halfa million incidents every year. Where guns are especially 
cherished, as they are in Arkansas and other states in the 
South and south-west, gun-related violence is highest. Recent 
declines in murder and other violent crimes are welcome, but 
they have come after a sharp rise, only returning America to 
the violent-crime levels of the mid-1980s. They have barely 
dented the gigantic disparity between American levels of le- 
thal violence and those in other rich countries. * 

Most Americans remain unimpressed by such compari- 
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sons. They want to keep their guns, no matter how high the 
price. Far from choosing tighter controls, as so many other 
countries have done, they are rushing in the opposite direc- 
tion. Since 1985, 23 states have passed concealed-weapon 
laws—nine since 1995—bringing to 31 the number which is- 
sue permits to people not just to keep handguns at home, but 
to carry them everywhere. John Lott, at the University of Chi- 
cago, claims that this has cut crime, and is the cheapest way to 
reduce it further. Other researchers dispute his findings, ac- 
cusing him of statistical and factual errors. But even if Mr 
Lott's methods are correct, it may be too early to deduce much 
from the data. As more people carry guns, the risks of their 
being used more often in anger might well offset any gain 
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from scaring criminals away. No matter. Many Americans 
have already come to the remarkable conclusion that the best 
route to a safer America is a better-armed America. 

This trend will come as a huge relief to gun manufactur- 
ers. Their sales have been declining as the market has become 
saturated. Out of desperation, they have recently targeted (un- 
happy term) the youth market, with a fun-loving mascot 
called Eddie Eagle and ads conjuring the good times— "just 
you, Dad and his Smith & Wesson". This always looked like a 
risky marketing strategy, capable of causing offence even in a 
gun-loving country. Gun makers now have a far more attrac- 
tive way to pitch their wares: "Your Magnum. Don't leave 
home without it." Only in America. 





Nelson's trading error 


Freer trade would help Africa, not harm it 


N°“: for the first time, Nelson Mandela has made many 
Africans feel prouder. Standing alongside Bill Clinton, 
amid a presidential visit with the barely hidden theme of 
discovering Africa (see page 51), President Mandela did not 
stint with his praise but also was not shy to criticise. Let Mr 
Clinton have his photo-opportunities and his chances to play 
to his various audiences back home, he seemed to be saying; 
let us be glad that the United States is at last paying due atten- 
tion to us; but let us not let the United States lecture us about 
what to do, with whom we should trade or who we should 
count among our friends. Nobody likes being lectured, and 
with two of those criticisms Mr Mandela certainly hit the 
mark. But with the third, about trade, he risks doing his coun- 
try, and Africa as a whole, a disservice. 

When Mr Mandela and his African National Congress 
came to power in 1994, they did so with a refreshing willing- 
ness to discard their old economic nostrums. No longer did 
they wish to nationalise everything in sight. No longer did 
they believe that the government could spend money that it 
did not have. But one of the old ideas has proved to have stay- 
ing power. This is the notion that African countries cannot 
afford to lower their trade barriers. They must wait until their 
companies, infrastructure and people are “ready”. 

This came up when Thabo Mbeki, Mr Mandela’s succes- 
sor as head of the ANC, met Mr Clinton, and it was repeated 
by Mr Mandela at a press conference on March 27th. Both 
men attacked the Africa Growth and Opportunity bill that is 
now before America’s Congress, which offers freer access to 
the American market for countries in sub-Saharan Africa that 
are liberalising their economies, lowering tariffs and are not 
guilty of “gross” violations of human rights. Reasonably, Mr 
Mandela said he objected to any efforts by America to make 
freer trade conditional on support for American policies to- 
wards Libya, Iran and Cuba. Fortunately, the bill includes no 
such condition. His other objection, however—that Africa 
needs aid more than trade—was far less reasonable. 

This is not to say that many African countries do not need 
aid. They do. Nor is it to say that Africa is full of firms bursting 
with the desire and ability to compete on world markets. It 
isn’t. Nor that trade alone will be sufficient to raise living 
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standards. It won't be. Nevertheless, the question is whether 
freer trade will help; and how, without it, African countries— 
or indeed any countries—can get to a position when they will 
be full of firms ready and able to compete. 


An unhappy legacy 

For half a century, developing countries have been impover- 
ished by precisely the idea President Mandela still cherishes: 
that governments can create a viable economy behind high 
trade barriers, preferably with help from foreign aid, and that 
only once this is done can those barriers be lowered. Although 
that view is thankfully rarer than before, Mr Mandela is not 
alone in still holding it. The new government in India, led by 
the Hindu-nationalist Bharatiya Janata Party, is saying simi- 
lar things: we want to liberalise, but we will have to raise im- 
port barriers first in order to allow domestic industry to “de- 
velop” for ten years before opening up for trade; meanwhile, 
all we want is aid, and foreign investment in infrastructure 
(see pages 32-36). 

The overwhelming experience in poor countries in the 
past 50 years is that if firms are to develop, and to build infra- 
structure, they need a strong incentive to do so. An instruction 
from government, accompanied by a large cheque, does not 
do the trick. What works is competition, with its potent mix- 
ture of fear and opportunity. That mixture does not need to be 
introduced overnight, in a sudden opening up of trade barri- 
ers: firms and their workers can, and often should, be given 
time to adjust. They will do so, however, only if change is un- 
avoidable—ie, if the schedule for barrier-lowering is firm. 

The merit of the bill now before Congress is that it helps 
African countries to do just that. It has plenty of protectionist 
opponents in America who do not welcome the idea of more 
imports from Africa. President Mandela has just given their 
case an enormous boost. South Africa’s own vested interests— 
big businesses and those workers lucky enough to be em- 
ployed—will celebrate another victory in the effort to block, or 
at least delay, liberalisation. The millions of unemployed 
South Africans, and their equivalents elsewhere in the conti- 
nent, have rather less reason to cheer. , 
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A map of the future 


When British Telecom lost its nerve over MCI, it lost its way. Can it set a new 
course—and show other incumbent firms that there is life after monopoly? 


N THE world telecoms establishment, 

British Telecom is, by common consent, 
a class act. While America’s Baby Bells and 
Europe’s former national monopolies are 
facing up to competition in their tradi- 
tional markets for the first time, BT, accord- 
ing to one American analyst, “wrote the 
strategy playbook on how an incumbent 
should react to competitive threat." But as 
BTs domestic redoubt comes under inten- 
sifying assault from nimble new foes, oth- 
ers are questioning whether Br can play of- 
fence as successfully as defence. If even Br is 
now struggling, what does that mean for 
other establishment players? 

And struggling it is. Four months after 
the collapse of its marriage with MCI, when 
the American long-distance carrier was 
snatched from the altar by WorldCom, Br is 
still trying to put the pieces of its once-ad- 
mired global strategy back together. The 
episode has left psychological scars and 
damaged both the confidence and the 
standing of the management—most of all, 
that of the chief executive and architect of 
the shattered deal, Sir Peter Bonfield. It was 
Sir Peters decision—using the excuse of 
shareholder pressure—to lop $4 billion off 
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the price BT was prepared to pay for MCI 
when the American firm uttered a cry of 
pain over the high cost of entering local 
markets. And it was this crucial failure to 
understand strategic asset value that gave 
WorldCom its opportunity. 

Some now even see BT as potential bid 
prey rather than predator. The British gov- 
ernment no longer holds a “golden share” 
and in the last year a substantial valuation 
gap has opened between sr and the big 
American telephone companies (telcos, in 
the lingo), making the British company a 
tempting target. Such is the uncertainty 
over BT's future that rumour of an improb- 
able bid by Microsoft recently sent the 
firm’s shares climbing. 

Analysts point to a management that 
has failed to convince either staff or share- 
holders that its international strategy 
makes sense, and which fumbled at a deci- 
sive moment. In its domestic market, where 
it faces competition that has quite sud- 
denly acquired critical mass, the firm must 
contend with falling prices. Analysts also 
question whether Br will have the entrepre- 
neurial agility to ride the new wave of Inter- 
net-based technologies and digital enter- 


tainment. Sir Peter, brought in from ICL, a 
computer firm, three years ago, is seen as 
rather stiff and remote despite his blokeish 
accent—an old-school believer in alliances 
and lobbying, with little flair for marketing 
and a poor grasp ofthe technological forces 
shaping the industry. 

In a recent report, the Yankee Group, a 
respected international telecoms consul- 
tancy, argued: 

The real problems for Br, brutally exposed by the 
failed Mc! bid, are cultural and historical. Cul- 
turally, sr remains, despite everything, a bureau- 
cracy, stifled by politics, committees and un- 
clear objectives. It is better positioned than its 
rivals among the ex-national telcos, but that 
only exposes the problems they will all face as 
competition and technology march on. Turning 
oneself from a national telco into a global oper- 
ator may be a transformation which is simply 
too difficult to achieve. 


A test failed, a strategy lost 


BT is a curious amalgam of deep strengths 
and, for an aspiring global player, possibly 
fatal weaknesses. As the first of the Euro- 
pean state-owned monopolies to experi- 
ence both privatisation and domestic com- 
petition, it is a much leaner, meaner outfit 
than most of its counterparts in Europe, 
and at least the equal of America's long-dis- 
tance carriers and the better Baby Bells. 

Since its first step down the road to full 
privatisation in 1984 it has shed nearly half 
its workforce (with 80,000 leaving since 
1992) and learnt to live with a tough British 
regulator who has deliberately tilted the 
playing field in favour of new entrants, 
such as Cable & Wireless's Mercury and the 
American-backed cable companies. It has 
also invested heavily in technology (its 
Martlesham research centre is a world lead- 
er) and spends around £2 billion ($3.3 bil- 
lion)a year on upgrading its networks. 

The strictures of the Yankee Group not- 
withstanding, Br has even encouraged a 
new generation of entrepreneurial senior 
managers and given them much greater au- 
tonomy. One is Rupert Gavin, who took the 
firm into multimedia and now heads the 
consumer division; another is Pat Gallag- 
her, who planned and executed the compa- 
ny's ambitious European strategy, through 
a series of Br-led joint ventures. How far 
down the company such talent goes is an- 
other matter. 

Financially, Br remains strong. Al- 
though its domestic-market revenues are 
growing at little more than 3% a year and 
operating profits are stagnant, the firm re- 
mains a cash-generating machine, likely to 
earn over £3.5 billion pre-tax this year. Un- 
like most American telcos, and at the cost of 
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some balance-sheet inefficiency, BT has es- 
chewed gearing. It will be virtually debt- 
free when it receives the money for its 20% 
stake in MCI from WorldCom (a profit of $3 
billion, plus a $450m break-up fee). 

But cash is not what BT needs most. The 
full extent of the harm done to the firm by 
the Mct debacle is only now becoming 
clear. Put simply, losing a transatlantic 
strategy is a great deal easier than finding 
one. Without one—given that America ac- 
counts for 30% of all international traffic, 
40% of the world's multinationals and over 
60% of all Internet hosts—it is difficult to 
see how Br can realise its ambition to be a 
global carrier. 

The firm holds strongly to two articles 
of faith. The first is that only three or four 
genuinely global telcos will be able to pro- 
vide the world's top 5,000 companies with 
a one-stop shop for all their communica- 
tions needs worldwide. The second is that 
without a large share of that business, it will 
be far more difficult to recruit as clients the 
hundreds of thousands of smaller compa- 
nies the multinationals trade with. 

That is why, with MCI, Br formed Con- 
cert—a kind of international super-carrier 
offering a range of advanced communica- 
tions solutions and services to the world's 
most demanding corporate customers. BT 
put huge effort into an internal reorganisa- 
tion aimed at making the most of this idea. 
Combining the networks and the best peo- 
ple from the two companies in Concert 
and Syntegra (BT's systems-integration off 
shoot) has been a management priority for 
at least two years. The knitting will now 
have to be unpicked. 

To make matters worse, the rules pre- 
vent BT consummating a deal with anyone 
else in North America until the WorldCom 
bid for MCI is completed. That will proba- 
bly happen this summer, though the Justice 
Department has concerns over the merged 
group's possible domination of the Inter- 
net backbone, which could delay things. 
Given the speed of consolidation in the 
American telecoms market, this could hurt. 

The price of American telecoms assets is 
going up all the time, while the value of BT'S 
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paper has probably peaked for the mo- 
ment. The company’s finance director, 
Robert Brace, points out grumpily that 
American investors have more experience 
than their British counterparts in valuing 
telcos and consequently give them higher 
ratings. If Mcr in the end looked too dear to 
BT, it is hard to imagine what would seem 
fairly priced these days. 

Sprint would be a close substitute for 
MCI, but this long-distance carrier is cur- 
rently trading at 34 times likely current- 
year earnings (about twice Br's multiple) 
and would cost at least 75% more than the 
original price agreed for Mcr's slightly bet- 
ter assets. Sprint may anyway be snapped 
up soon: Bell Atlantic and GTE (two local 
operators) are each thought to be sniffing 
round it. 

The recent recovery in AT&T's stock, 
since the arrival of its new CEO Michael 
Armstrong, makes it too big for BT to con- 
template a bid. A merger would raise awk- 
ward questions about who would be boss. 
GTE is a possibility, but its local networks 
are not in the big cities that would make it 
the right partner for Concert. If GTE bought 
Sprint, an alliance might be struck. But alli- 
ances are as easily broken as made. The 
same applies to both Bell Atlantic/Nynex 
and ssc, the Baby Bells that control the east- 
ern and western seaboards, respectively, 
where most Fortune 5,000 companies are 
headquartered. Because of their size, both 
would pose similar problems to AT&T in 
the event of a bid or a merger. 


Acting in concert 

The growing fear for Br is that, without a 
committed American partner, Concert will 
wither away. That would be a blow to BT's 
self-image. BT sees Concert as the symbol of 
everything it wants to be: the world’s first 
truly integrated global telco, offering an un- 
matched range of technologically ad- 
vanced communications services to clients 
with similarly global businesses. 

Concert is at a critical stage. Formed five 
years ago as a joint venture between BT 
(75%) and MCI (25%), today it has 3,700 big 
corporate customers in 50 countries, and 





Telecom companies’ sales 


AT&T 
Deutsche Telekom 
Bell Atlantic £ 


France Telecom 


Sprint 
WorldCom u 


*Yeer ending March 1997. fLatest 


more than $2 billion annually in revenues. 
It should start making money this year and, 
as it extends its reach to the customer and 
supplier companies of the big players, the 
pickings will be rich. Customers for ad- 
vanced telecoms services recently rated 
Concert the world's best-positioned global 
networking supplier. If they thought that 
Concert was as fragile as some observers be- 
lieve, they might change their minds. For 
the next five years MCI-WorldCom will sup- 
port Concert on a non-exclusive basis. But 
given that WorldCom competes with Con- 
cert and that Br is buying MCI out, the ar- 
rangement is unstable. Spain's national 
carrier, Telefonica, had been due to join 
Concert and bring its Latin American part- 
nerships into the business; it has opted for 
an alliance with Mci-WorldCom instead. 

The stalling of its transatlantic strategy 
and the uncertainty over Concert also 
leaves Br with less clout against competi- 
tors at home. That is something it can ill af- 
ford. The idea behind Br's global ambitions 
has been the long-held realisation that in 
its home market—still responsible for 
"more than 90%” of earnings, the company 
admits—it has nowhere to go but down. 

Although it has defended its position 
with energy and skill (against both compet- 
itors and the British regulator, Oftel), Br is 
now under real pressure. Its share of the do- 
mestic market for international business 
calls has fallen from around 60% 18 
months ago to less than 4095 today—with 
WorldCom among the fastest-growing of 
its rivals. Aggressive British firms with low 
costs and their own networks include COLT 
and Energis. BT uses three times as many 
people as Energis to generate a given 
amount of revenue. BTs long-standing 
business relationships and high standards 
of service are some kind of protection, but 
the firm is terribly vulnerable on price. 

The same is true, to a lesser extent, of the 
consumer market. Stiff competition from 
the consolidating British cable industry 
and from aggressive mobile-phone oper- 
ators (a sector in which BT's Cellnet joint 
venture performs poorly) is expected to cut 
the firm's share of residential line rentals 
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from just under 90% today to 70% within 
two years, and drive down prices. The head 
of Oftel, Don Cruickshank, forecasts an ac- 
celerating fall in BT's share of the market. By 
2000, he says, the British market will no 
longer be Br-centric. “It is definitely not at 
the centre of the web by then. Looking for- 
ward across all telecoms markets, BT might 
have around half of all revenues.” 

Understandably, pr takes a different 
view. It is resigned to some slippage in its 
share of the market and to rapidly falling 
prices for voice telephony, but it believes 
that it can gain a big share of the business 
for new high-margin services that mix stan- 
dard telephony with entertainment, shop- 
ping, banking, Internet access and mobile 
communications. That is why its joint ven- 
ture with BSkys, a pay-television operator, 
to launch digital satellite television in Brit- 
ain is so important. 

Broad-band domestic Internet connec- 
tions and bringing fixed and mobile ser- 
vices together are also high on Br's agenda. 
Its access to customers, money, brand and 
technical resources is a substantial asset in 
the drive to create a portfolio of integrated 
*advanced" services for the domestic mar- 
ket. But against that, it is having to adapt 
old copper networks to new technology, ac- 
quire a strange entrepreneurial culture and 
learn new niche-marketing skills. Putting 
the pluses against the minuses, the Yankee 
Group's Graham Finnie thinks that BT's 
stagnating domestic revenues will begin to 
fall in absolute terms. 


One step back, two steps forward 


If all Br's options seem unattractive in the 
short term, what then should the company 
do? First of all, it should hurry to build à 
“next-generation” fibre-optic network in 
Britain to replace its ageing copper wire. Al- 
though the cost would be around £10 bil- 
lion, the job could be done in two or three 
years and would allow Br to enjoy the same 
bandwidth economics as its upstart rivals 
and to offer, without compromise, the full 
range of new services. 

Second, the possibility of being a bid 
target should enter, but not dominate, its 
thinking. The bidder would have to find at 
least £50 billion and British institutions 
would not respond well to a predomi- 
nantly non-cash offer. 

Even so, unless BT's management is pre- 
paring the ground for a major acquisition 
or a big investment in upgrading its British 
network, it would be well-advised to in- 
crease its gearing. If it has nothing better to 
announce, a share buy-back later in the 
year would make sense as would an in- 
crease in dividends. The message would be 
clear, albeit unpalatable to BTs manage- 
ment: global conquest is on hold and the 
firm is demonstrating a new (and perhaps 
belated) commitment to shareholder value. 

Unaccompanied, that would be too bit- 


20 


ter a pill for Br to swallow. Paradoxically, it 
might also fail to impress investors. What 
BT urgently requires is an imaginative 
leap—something to convince its sharehold- 
ers that it has an idea of how to grow. Mark 
Bruneau, president of Renaissance, a Bos- 
ton-based telecoms consultancy, believes 
that a chastened Br, having “lost some of its 
imperial hubris”, could adopt a different 
kind of American strategy, focusing on 
smaller acquisitions and developing 
broad-band "datacentric" services, includ- 
ing wireless. That would almost certainly 
be better for Concert than some loose-knit 
alliance. But buying and building networks 
overseas without the hand of an estab- 
lished local partner to hold is more 
WorldCom’s style than BT's. 

A possible compromise might be to 
make a play for the “next WorldCom"— 
Owest. This Denver-based newcomer is à 
quarter of the way through building a su- 
perb 16,000-mile fibre-optic network and 
has just paid $4.4 billion for a small long- 
distance carrier, LCI. However, Qwest's eye- 
watering rating gives it a phenomenal mar- 
ket value of nearly $12 billion, and it comes 
with a gung-ho culture that &r might find 
impossibly alien. 

The alternative leap advocated by Salo- 
mon Smith Barney, the investment bank 
that has steered WorldCom’s growth-by-ac- 
quisition strategy, is that Br should revive 
its plan of two years ago to merge with Ca- 
ble & Wireless. The price would be much 
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Clockwork telephones bid farewell 


steeper now than in 1996, but that reflects 
the company’s growing strategic value to 
other telcos and the improvement in 
C&wW's assets that newish CEO Dick Brown 
has presided over—forming British cable 
giant Cable & Wireless Communications 
(cwc), taking a majority stake in an Austra- 
lian carrier, Optus, and settling the future 
of 54%-owned Hong Kong Telecom with 
the Chinese government. 

Salomons’ Andrew Harrington argues 
that C&w's assets in Asia—where every mul- 
tinational has significant presence, but no 
global telecoms carrier to serve them—and 
unrivalled access to the nascent Chinese 
market make it a unique catch. Almost any 
top carrier who merged with c&w would 
be well on the way to global presence. It 
would also bring a tough new competitor 
into Br's backyard—but Mr Harrington is 
not arguing for a defensive play. By merg- 
ing with c&w, Br would enormously in- 
crease its leverage over the leading Ameri- 
can telcos. 


Plan and execution 


Put simply, when the regulatory dust settles 
in America and it becomes clear who are 
the winners and losers, Br would be the 
partner of choice. C&w is positioned to be 
the king-maker of world telecoms. 

There are no obvious regulatory hurdles 
in BT's path, save that càw would have to 
be the surviving entity to preserve C&w’s 70 
or so operating licences around the world 
(hence the need for a reverse 
takeover). And CWC, Br's big- 
gest domestic competitor 
would have to be sold. How- 
ever, to succeed against rivals 
for c&w's hand, sr would 
need to show a boldness that 
it lacked when the going got 
tough with Mcr. This means 
accepting that C&w is a strate- 
gic prize of high value to po- 
tential rivals and being will- 
ing to pay accordingly. 

Whatever it does, Br must 
convince its increasingly scep- 
tical shareholders not only of 
the strategy itself but that it is 
capable of flawlessly execut- 
ing each element within it, 
and that the inevitable dilu- 
tion is a risk worth taking. 
That is the point. Global 
telecoms is a risk business, not 
a utility business. BT is not 
alone in facing this challenge. 
The same reality confronts its 
less aggressive but financially 
powerful counterparts, AT&T, 
Bell Atlantic, Deutsche Tele- 
kom and a handful of others. 
If Br fails, the outlook will be 
bleak for all of therh. 
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SEIZING TIME BY THE FORELOCK 





An Arabian country’s response to the challenge of the future 


IN THE YEARS that followed since oil 
was found on their lands, the coun- 
tries of the Arabian peninsula have 
basked in an aura of complacency as 
the money has rolled in, seemingly 
into infinity. Some have been luckier 
than others, and their resources in the 
black gold have conferred on them 
immense wealth, others have also done 
well, if to a more modest degree. This 
state of affairs seems to have lulled 
many into the belief that the cornu- 
copia will never be exhausted; but 
there has been one notable exception, 
which increasingly stands out in the 
region as a remarkable success story: 
the Sultanate of Oman, headed by its 
dynamic Western-educated leader, 
Sultan Qaboos bin Said. 

Very soon after his accession in 
1970, Qaboos realised that it was 
necessary to adopt economic policies 
which would safeguard his country 
against the eventual drying up of its 
oil reserves. As its economic and 
development 
fuelled by its oil income, and its 
essential infrastructure neared com- 
pletion, Oman turned its attention 
increasingly to the exploitation of its 
other resources in the hope that one 
day they would counter-balance the 
present dependence on oil. Qaboos 
saw that there were two aims that had 
to be fulfilled, the diversification of 
the economy to spread and increase 
the sources of the national income 
and, in concert with this, the strong 
encouragement of the private sector 


social progressed, 





His Majesty 
Sultan Qaboos bin Said 


to shake off its complacent reliance 
upon its oil-rich heritage and buckle 
down to giving expression to the ini- 
tiatives of self-reliance and broad eco- 
nomic vision that had always charac- 
terised the Omani people. 

In recent years this policy has 
borne fruit, and remarkably so during 
the past Within the last 12 
months, the government has 
announced the finalisation of agree- 
ments involving foreign investments 
which promise to put an entirely new 


year 


complexion on the Sultanate’ economy 

An aluminium smelter is in the 
course of construction near the 
northern town of Sohar at a cost of 


US$3 billion, the output of which has 


already been largely taken up by the 
Peoples Republic of China. A US$1 
billion petrochemical plant — an 
enterprise in cooperation with BP — 
will be producing polyethylene and 
polypropylene by the end of this cen- 
tury, both for export and domestic 
use. One of the largest container ports 
in the world, in which Maersk, the 
huge international shipping line, is 
involved with other foreign compa- 
nies, is under construction at Raysut 
in the southern province of Dhofar, 
which will be capable of taking the 
worlds biggest container ships and 
servicing the Gulf ports, thus avoid- 
ing the present necessity for these 
valuable ships to enter the politically 
turbulent Gulf. Eventually, it will be 
possible to transport containers by 
road from Raysut far up the Gulf; and 
ports on the west coast of India and 
the eastern coast of Africa will be ser- 
viced by smaller vessels transhipping 
A USSLI billion fertiliser 
plant is to be constructed in partner- 
ship with the government of India 
which will provide that country with 


at Raysut 


much needed fertiliser for its agricul- 
tural expansion, and also for Omans 
buoyant agricultural industry 

Together with their spin-off indus- 
tries, these projects alone will guaran- 
tee a very substantial increase in the 
national income and, what is more 
politically important, jobs for the 
many school-leavers who will be 
qualified and calling for them in the 
coming years 
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The Sultanate of Oman stock exchange 
(MSM) opened in 1989. No taxes on divi- 
dends or capital gains are levied in Oman 
and there are no restrictions on foreign 
investors repatriating their profits. The cur- 
rency is stable and pegged to the American 

According to Mahmood Mohamed Al 
Jarwani, Executive President of the Muscat 
Securities Market, 
one of the main 
attractions of the 
region's stock mar- 
kets is their insulari- 
ty from outside 
events, and their 


| virtue of being able 

to withstand global 
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M AlJarwani — Political crises bet- 

Executive President, ter than their peers 
Muscat Securities i 

Market in Latin America, 


Asia and Eastern 
Europe. The Middle East Markets dance to a 
different tune to those of the rest of the 
world. 

The foreign investment law of 1994 
allowed non-Omanis to hold 49% of the 
shares in Omani joint stock companies. For 
tax purposes such companies are treated as 
100% owned by Omanis, with a low tax rate 
of 5%-7.5%. Financial institutions can estab- 
lish and manage investment funds. There is 
no tax liability for investors in these funds. 
Foreigners may invest up to 49% in such 
additional tax liability other than corporate 


tax. 


-The MSM has strict rules and regula- 
tions forbidding any malpractice or insider 


trading. The number of listed companies 


reached 120 by the end of 1997, and the 


| total market capitalisation US$8,746 million. 


MUSCAT 
SECURITIES MARKET 
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PRIVATISATION AND FOREIGN INVESTMENT 


The Year of the Private Sector 


AS AN INCENTIVE to private enter- 
prise, Sultan Qaboos has declared the 
year 1998 to be the Year of the Private 
Sector and he is personally financing a 
Youth Fund devoted to the encourage- 
ment of young people wishing to set 
themselves up in business, including 
those who will do so in partnership 
with foreign participation. The Fund, 
which will ultimately also be financed 
by members of the private sector, is 
specifically intended for young men 
and women who would not otherwise 
be able to raise the necessary funds for 
their worthwhile projects. 

Omans other resources — examples 
of which include copper, pi. E 
sten, chromite and ge 
large deposits of coal — 
are also being brought 
forward to the devel- 
opment stage to sup- 
port the drive to lessen 
oil dependence, and 
are due for ultimate 
privatisation. Liquefied 
Natural Gas has been 
recently added to the 
list of significant 
resources upon which 
the Sultanate can now 
depend both lor 
income and develop- 
ment. Between 30 and 


40 trillion cubic feet of reserves have so 


far been discovered which will, in the 


opinion of experts, offer Oman a for- 


eign exchange income equalling that ol 
its oil exports by the year 2005. 

The switch to gas from oil by local 
industry will leave more oil for export, 
but domestically, these gas supplies are 
of course vital. Therefore, there is a bal- 
ance to be struck in regard to this. 





H E Maqbool Ali Sultan 
Minister of 
Commerce & Industry 


Although the current depressed state of 
the oil market — Omans crude is at pre- 
sent selling at approximately $12 per 
barrel — underlines the need to actively 
search for other sources of income, the 
demands of fast-developing private sec- 
tor industries must be taken into 
account before succumbing to the nat- 
ural temptation to devote the gas 
resources substantially to foreign 
exchange-earning contracts. The 
Ministries of Commerce and Industry 
and Oil and Gas are currently working 
out a national policy intended to 
achieve this balance. The aluminium 
plant alone will consume gas vora- 
GO and the private sector ventures 
in the six new industrial 
estates — each of which 
will have more than 50 
enterprises — will also 
be importunate con- 
sumers. 

Current estimates 
indicate that the crude 
oil share of GDP will 
drop to 496 by the 
year 2020, from 37% 
in 1995. The non-oil 
industry is conserva- 
tively expected to con- 
stitute 29% of the 
national economy in 
2020, a notable rise 
from the 8.4% of 1995. The attractive 
terms being offered by government to 
foreign investors in Omans economic 
expansion promise to give a substantial 
boost to these latter figures, with the 
Sultanate5 political stability and reputa- 
tion for fair-dealing being increasingly 
reflected in the confidence shown by 
the international commercial communi- 
ty in investing in the Omani economy. 
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EMPLOYMENT 


Sultan Qaboos is building on the traditional Omani 
traits of individuality and enterprise 


ONE OF THE problems that he has 
had to face in his drive to expand the 
economy and provide jobs in doing so 
has been the tendency of Omanis to 
seek employment in the public sector. 
The safety that government jobs offer is 
a familiar lure to young people seeking 
the assurance of a stable future, and 
particularly, perhaps, to those who live 
in a patriarchal society. To counteract 
this traditional trend has required the 
introduction of a strong consistent pol- 
icy publicising the advantages of a 
career in the private sector, together 
with realistic government support. 
Qaboos’ determined approach 
to this problem, which is now making 
visible headway, has benefited from 
two important factors in the Omani 
psychology: the almost mystical 
confidence that the Omani people 
have in Qaboos’ leadership and 
the revival of the historic national 
traits of individuality and enterprise — 


characteristics which accounted for 
Omans maritime pre-eminence in 
the region in the 18th century 
when its fleets not only dominated the 
northern Indian Ocean but its 
commerce extended to China and 
elsewhere in the Far East. Although, 
subsidies, of course, have played their 
part in this drive for economic expan- 
sion — the fishing and agricultural 
industries, which have for long been a 
staple of Omans life, have been devel- 
oped to a point where the country is 
almost self-supporting in the latter and 
is developing a promising export 
industry in the former. Qaboos in his 
speeches to his people constantly 
emphasises the need for self-reliance. A 
welfare state exists, he says, but it is 
designed for those whose personal 
misfortunes have produced a real need, 
rather than the feather-bedding that has 
sapped so much of their virility from 
other countries. 


OMAN’S INDUSTRIAL STRATEGY 


Integrating with the global economy 


MANUFACTURING IS ONE of the 
main sectors to be relied upon for the 
diversification of the economy away 
from total dependence on the country’s 
oil resources. Due to the small size of 
the domestic market, rapid growth in 
the manufacturing sector will 
inevitably be export-oriented. This will 
require industries to achieve interna- 
tional competitiveness in order to inte- 
grate with the global economy. This 
competitiveness will be acquired 
through application of modern tech- 
nology and skilled and well-qualified 








manpower. Oman therefore intends to 
follow a pattern of industrialisation 
which is capital-, technology- and 
knowledge-intensive. This policy will 
be further enhanced by the optimum 
use of local raw materials, particularly 
in the fisheries and minerals sectors, 
and the natural gas which will serve as 
the source of energy and feedstock. The 
role of foreign investment is recognised 
as highly desirable in bringing in capi- 
tal, state-of-the-art technology and 
highly specialised management and 
marketing skills along with access to 


THE OMANI CENTRE 
FOR INVESTMENT PROMOTION 


& EXPORT DEVELOPMENT 


P.O. Box 25, Al Wadi Kabir 
Postal Code 117, Sultanate of Oman 


The Omani Centre for Investment Promotion 
established by Royal Decree in 1996 as an 
autonomous body chaired by the Minister of 
Commerce and 2n 





Sto contribute to the achievement 
of Oman's development by identifying 
and promoting strategic investment 
opportunities. Oman's exports are encour- 
aged by introducing Omani products to 
overseas customers through advertising 
campaigns, exhibitions and trade missions. 

As explained by Hunaina Sultan al 
Mughairy, Director General of Investment 
Promotion, the current fifth Five- Year-Plan 
anticipates investment of RO 7.3 billion of 
which RO 2.6 billion is to be achieved from 
foreign capital inflows. Over the longer term, 
industrial development depends on the 
establishment of export-orientated indus- 
tries that use local resources and benefit 
from the good geographical location of the 
Sultanate. 

In 1997 OCIPED organised ‘Internet 
Inter@active 97' to give an overview of the 
evolution of this new technology and to 
show how it can be used to develop busi- 
ness. As part of its role as a 'one-stop shop' 
OCIPED is developing procedures to handle 
applications for commercial registration and 
licence approval via the Internet. Prospective 
investors with projects valued at over US$ 
4million will be able to receive data and 
make applications for other statutory 
approvals by e-mail. 


TEL: 968-7712344 
FAX: 968-7710890 
E-MAIL: info@ociped.com 
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The opportunity to participate actively in 
the spectacular growth and development 
process of the Omani economy led to the 
formation of the Oman National Holding 
Company SAOG (the group) in 1996. It 
evolved as a result of the restructuring of 
Oman National Insurance Co., the pioneer 


. and market-leader in the insurance indus- 


try, which celebrates its 20th anniversary 
Oman National Holding Company 


panies and six 
associate com- 
‘panies, with inter- 
ests in banking, 
investment man- 
agement, leasing 
and other finan- 
cial services. 





forged overseas. 

The group is professionally managed 
under the leadership of the Chairman 
Mr Salim bin Hassan Macki, and other 
directors. 

Oman National Holding Company 
is committed to higher levels of 
Omanisation within its workforce, in line 
with national objectives. Continuous 
training programmes and management 
development programmes attract and 


- retain the best human resources. 


The company continues to expand at 
an aggressive pace through organic 
growth and acquisitions, and is well 
poised to cross a billion dollar market cap- 
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export markets. 

Small and medium-scale industries 
including service industries are being 
encouraged to provide employment for 
educated and qualified Omanis, and for 
establishing them as entrepreneurs. 
Technical collaboration and foreign 
capital participation in such industries 
is therefore actively welcomed. 

The following types of industry are 

particularly encouraged: 

® Industries utilising local raw 
materials 

= Export-orientated industries 

a Industries using gas as the main 
source of energy or feedstock 
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® Capital-, technology- and 
knowledge-intensive projects 

a Projects that employ a large number 
of Omanis 

a Downstream petrochemicals 

a Industries that process raw materials 
or semi-processed goods from 
neighbouring countries in the 
course of exporting packaged 
products to the international market 

a Precision engineering industries: 
machine tools, machinery compo- 
nents, high-level metal work etc. 

a Industries that can serve as produc- 
tion centres of multi-nationals for 
international marketing of products. 


DEMOCRATIC EVOLUTION 


Oman is steadily becoming a modern state 
headed by a benevolent and paternalistic Sultan 


OMAN'S DEPENDENCE ON foreign 
know-how in the country’ early evolu- 
tion since the years of stagnation ended 
with Qaboos’ accession, has been 
essential to its progress, but is now the 
target of an energetic “Omanization” 
programme as qualified Omanis 
emerge from the educational system. 
The continued need for foreign expatri- 
ate involvement is still realistically 
recognised, however, and partnership 
with foreign commercial interests is 
actively encouraged. Under the rule of 
Qaboos’ father, Sultan Said bin Taimur, 
Oman had been one of the most back- 
ward countries in the world. After its 
years of glory as a prosperous maritime 
nation, it had subsided — due partly to 
the advent of the steamship — into 
being an impoverished backwater, 
resistant to the influences of the mod- 
ern world and the innovations that 
were carrying other countries forward 
to new levels of prosperity. 

Qaboos found, on taking over from 
his ultra-conservative father, that he 


OMAN NATIONAL 
HOLDING COMPANY SAOG 


P.O. Box 2254, Ruwi 
Postal Code 112, Sultanate of Oman 


not only had a communist insurgency 
on his hands, actively instigated by the 
then Soviet Union, but also a people 
bereft of even the most basic human 
needs — there was no health service, 
education was positively forbidden, 
women had no rights whatever, and the 
country was prey to crippling divisive 
influences. Democracy at that stage was 
out of the question, there were no edu- 
cated from which popular representa- 
tion could be drawn, and there were 
few who were qualified for the highest 
posts of government. The only thing 
that he had going for him was the slow- 
ly-increasing modest oil income from 
the fields that were now open to explo- 
ration and development. 

It was with these slender assets that 
the young monarch had to set about the 
creation of, not so much a modern state 
in those early days, but a country in 
which his people could exist with some 
prospect of a free and happy life. 

Oman has often been described in 
recent years as a "lucky country", and 
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there is no doubt that with the contin- 


ual finds of new resources, it certainly 


is. But the real phenomenon has been 
its good fortune in its leadership. 
Qaboos has been successful in combin- 
ing two essentials for 
the development of his 
country, the shrewd use 
of its oil income in the 
creation of a modem 
state while, at the same 
time, providing a pater- 
nalist style rule as 
Sultan — a role which 
tradition has demanded 
and his people expect. 
This has resulted in 
the establishment of a 
modern inírastructure 
of government, moving 
steadily through the 
stages of democratic 
evolution, accompanied by the preser- 
vation of a close personal relationship 
with his people. While day-to-day gov- 
ernance is the responsibility of min- 
istries on the Western model, Qaboos is 
making it an increasingly prominent 
hallmark of his reign to keep this close 
contact with his people. Meet-the-peo- 
ple tours, which he used to conduct for 
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about a month each year when he visit- 
ed specific areas of the Sultanate, are 
now being extended. This he has been 
enabled to do by the increasing capa- 
bility of ministers who are directly 
answerable to him and 
to the members of 
the Majlis Ash'Shura, 
the embryo Omani 
Parliament. These 
ministers are no longer 
drawn from a narrow 
privileged few, hard to 
replace because of the 
limited field from 
which they had to be 
selected, but are from a 
new elite of young, 
educated Omanis, more 
broadly representative 
of the people and pos- 
sessing modern qualifi- 
cations which enable them to address 
their duties with an innovative eye. 

Thus, Qaboos is enabled to assess 
his peoples needs at first hand by per- 
sonal contact and, paradoxically freed 
from the constraints inevitably accom- 
panying Western-style democratic rule, 
ensure that they are promptly acted 
upon by his ministers. 


The new State Council of experienced senior 
Omanis is another step towards full democracy 


THE SYSTEM IS working well, but 
Qaboos recognises that if Oman is to 
make the best use of its people, and if 
the ambitions of the young are to be 
met, they must have a progressive say 
in the government of the country. His 
first moves to this end were the creation 
of a State Consultative Council (Majlis 
Ash'Shura) which originally consisted 
of selected members who could make 
recommendations to the Sultan on 


The, 
BAHWAN 
GROUP 


domestic policy but had no power to 
influence it other than offering advice. 

In July 1994 Qaboos carried this fur- 
ther by expanding the Majlis, arranging 
for popular elections to be held to 
nominate its members and — an inno- 
vation looked at askance by some Arab 
countries — the inclusion of women in 
the ballot. Thus, demonstrating the 
"step-by-step" method by which 
Qaboos is moving Oman towards full 
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Since its inception in 1965, the Bahwan 
Business Centre, chaired by Mr Suhail 
Bahwan has become engaged in diverse 
fields, employing the finest managerial 
skills with determination to continue its 
tradition of excellence. 

Some of its major activities include 
involvement in the fields of civil, mechani- 
power projects, consumer products, 
building materials, telecommunication 
projects, travel, tourism and cargo, food, 
health, shipping and computers. 

Suhail Bahwan's face tells his story. 


major role in Oman's prodigue L.N.G. 
project, under Chyoda-Foster Wheeler, by 
works worth US$80 million. It is also exe- 
cuting M.E.l. works with M.H.I. of Japan 
for the 600MW power plant at Al-Aweer — 
Dubai. 

"The right man for the right job 


and delegation are the keys to good 


management," says Suhail Bahwan with - 
the grit and confidence of a man who - 


knows what he is talking about, “With this 
principle, we have become a multi-million 


now looking forward to playing a major - 


role in the privatisation and industrialisa- 
tion of our country. We have set up special 
teams to study projects in the fields of 
power, water, education, tourism, petro- 
chemicals and steel." 
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A Deep rooted commitment to the progress of the nation 
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national. d A Majlis m now. 


summon ministers to explain and justi- 
fy their policies and actions and, if not 
satisfied, submit criticisms of those 
policies directly to the Sultan — an exer- 
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Omanis, Tm now bon: set up. to o'add its 
views to recommendations made by the 
Majlis when required. 


Oman is a leading influence in the Gulf Cooperation 
Council and maintains good relations with the West 


QABOOS' SKILL IN bringing his coun- 
try to its present remarkable stage of 
development has been matched by his 
sure touch in his management of 
Omans foreign relations. When he took 
over from his father in 1970, inheriting 
an impoverished country and a war 
that was almost lost, many members of 
the international community were pre- 
pared to write Oman off as the first 
domino to fall in the communist cam- 
paign to de-stabilise the oil-producing 
countries of the Gulf. 

But rallying his people and imple- 
menting the reforms that he had long 
recognised his country vitally needed, 
Qaboos speedily won the respect and 
the growing support of world leaders. 
Recognition by the United Nations 
soon followed, and those who had been 
ready to look on the young Sultan with 
patronising condescension realised that 
here was a personality to be reckoned 
with. Qaboos was a leading influence in 
the formation of the Gulf Cooperation 
Council, the body comprising the six 
Arab states of the Gulf, which has 
proved a durably stabilising factor in a 
volatile area containing much of the 
worlds vital oil resources. Relations 
with neighbouring states have been put 
on a sound, friendly footing, and he has 
been largely responsible for the cre- 
ation of a new atmosphere of trust 
among countries whose relations had 
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been. keen) rancorous. Relations 
with the West, notably Britain and the 

United States, have been developed 
without affecting Omans independence 
of action and while retaining close ties 
with the rest of the Arab world, 

A key element in the success of 
Qaboos’ foreign relations has been 
his firm belief that international 
disputes must be settled by negotiation 
and that armed force must only be. 
employed if faced with aggressive 
intransigence. An examination of. the: 
record illustrates how well this < quie 
diplomacy has paid. off for Oman and 
the region in general. - 

Latterly, he has worked indefatigably 
to bring to a successful conclusion the 
establishment of the 14-country Indian 
Ocean Rim Association for Regional 
Cooperation which was formed last 
year to encourage trade liberalisation, 
investment promotion and human 
resource development among the coun- 
tries of the Indian Ocean — a project. 
which, if consistently carried forward, 
promises to transíorm the economic 
situation ol the peoples of the area. 

Today, Oman appears well-placed to 
enter the 2lst century. Stable at home, 
with no threat on its international hori- 
zon, and with a prudently planned eco- 
nomic and political future, it bids fair 
to continuing as one of the world’s most 
remarkable success stories. 
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One less problem 





A United States district judge 


dismissed all the charges 
against Bill Clinton in the 
Paula Jones sexual-harass- 
ment case. The decision does 
not affect the investigations 
of Kenneth Starr, the special 
prosecutor. 


The Supreme Court ruled that 


evidence from lie-detector 
tests (polygraphs) could not 


be admitted in American mil- 
itary courts. Civil courts could 


be affected, too. 


Peru's government pressed 
Shell, intended developer of 
the giant Camisea gas field, 
not to delay. A leak last week 
had revealed that Shell 
wanted an extra six months 
before deciding to proceed. 


Guyana declared a national 


rain has caused forest fires, 


— PÓ HÓÁ D Ó 


ing and even supplies of 
drinking water. But heavy 


ravaging the Amazon forest 
in northern Brazil. 


In Colombia, FARC guerril- 
las who had seized four 
Americans (and an Italian) at 
a roadblock near Bogota 
threatened "revolutionary 
justice" if the Americans 
proved to be intelligence 
agents and not, as they said, 
bird-watchers. Meanwhile, 
the rival ELN guerrillas, who 
had earlier agreed to peace 
talks with the government, 
changed their minds. 


————————À—————————— 
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emergency: prolonged lack of 


and hit agriculture, gold min- 


rain put out many of the fires 
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| A bigger club 


The European Union 
started negotiations with five 
former communist countries 
in Eastern and Central Eu- 
rope, plus Cyprus, which 
want to join the club. 


EU farm ministers damned 


| the commission's proposals 


for reforming the common 
agricultural policy. Failure 
to do so might delay the Eu’s 
eastward expansion. 


Angry at its exclusion from 
talks to join the Eu, Turkey 


| lifted customs barriers and 


signed a free-trade agreement 
with the unrecognised gov- 
ernment of Cyprus's northern 
Turkish-speaking half. 


| Germany's Constitutional 


Court removed the last block 
against Germany joining Eu- 
rope's single currency, when 
it rejected various suits argu- 
ing that replacing the p-mark 
threatened price stability and 
infringed democratic rights. 


Jean-Marie Le Pen, head of 
France's far-right National 
Front, was convicted of as- 


| saulting a Socialist woman 
| politician and stripped of his 


civil rights for two years. If he 
appeals he could still stand 
in next year's elections for the 


| European Parliament. 


Maurice Papon, a former 


cabinet minister and a Vichy 
official in war-time France, 
was sentenced to ten years in 
prison for complicity in 
crimes by the Nazis against 
humanity. 











Romania's ruling party 
named Radu Vasile to suc- 
ceed Victor Ciorbea as prime 
minister. 


Ukraine's Communist Party 
and its allies won the biggest 
share of seats in a general 
election. That may stymie re- 
forms planned by President 
Leonid Kuchma. 


Robert Kocharian was elected 
president of Armenia amid 
allegations of electoral fraud. 


President Yeltsin told Russia's 
parliament to accept Sergei 


_ Kiriyenko, a young ex-energy 


minister, as prime minister. 
His sacked predecessor, Vik- 
tor Chernomyrdin, said he 
would run for president in 
2000. Mr Yeltsin said he 
would not stand again. 


Dead-end 


Dennis Ross, America’s en- 


| voy, spent four days shuttling 


between Binyamin Netan- 
yahu and Yasser Arafat trying 
to end the year-long stale- 
mate in the peace process. 
He got nowhere. 


The resistance group Hamas 
threatened to attack Israeli 
targets when an Islamist 
bomb-maker, Muhyiaddin 
Sharif, was killed in 


_ Ramallah. The Palestinians 
| say that Sharif, who was 





wanted by the Israelis, was 
shot and his body put in a car 
that was then exploded by re- 
mote control. Israel denies 


the assassination. 


Israel's inner cabinet adopted 
a 20-year-old UN resolution 
that calls on it to withdraw 
from southern Lebanon. But 


| It attached security condi- 


tions that Lebanon, and Syria, 
say are unacceptable. 


Algeria's army pressed on 
with its offensive against Is- 


_ lamist rebels in the west of 
_ the country. Fierce fighting, 


and killings, were reported. 


POLITICS THIS WEEK 


Inspection of Iraq's presi- 
dential sites by UN experts 
and diplomats continued 
smoothly. Saddam Hussein, 
in a Homburg hat and relay- 
ing tales of past heroism, 
made a rare public visit to 
two villages in central Iraq. 


Botswana's President Ketu- 
mile Masire retired, after 18 
years, on the day Bill Clinton 
ended his safari to Botswana. 
He was succeeded by his vice- 
president, Festus Mogae. 


A royal return 


In a deal arranged by Japan, 
Prince Norodom Ranariddh 


. returned to Cambodia from 





exile to prepare his royalist 
party for a general election in 
July. The prince was ousted as 
prime minister in a coup last 
year. In another step towards 


| peace, Khmer Rouge guerril- 


| 
| 


las in Anlong Veng, in north- 
west Cambodia, defected to 
the government side. 





As Malaysia hastened to de- 
port thousands of illegal im- 
migrants, a lorry containing 
14 Indonesians crashed 
through the gates of a United 
Nations office in Kuala Lum- 
pur. The 14, believed to be 
from a separatist group in 
Aceh, appealed for asylum. 


| India's new Hindu-national- 
| ist coalition government sur- 


vived its first vote of confi- 
dence in Parliament with a 
majority of 13. 


Three bombs exploded in Ka- 
rachi, killing three people, in 


| the latest in a series of attacks 


! in Pakistan's main commer- 


cial city. 
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Overshadowed 





Japan’s Big Bang pro- 
gramme of financial deregu- 
lation began with a whimper 
from the stockmarket. The 
Nikkei finished the fiscal year 
at 16,527, down from 18,003 a 
year earlier, and then fell fur- 
ther. Worries about weak 
banks and shrinking output 
were exacerbated by the bank- 
ruptcy of Daiichi Corpora- 
tion, a mid-sized lender, and 
a gloomy survey of business 
sentiment from the Bank of 
Japan. Confidence took an- 
other knock when Sony's 
chairman declared the econ- 
omy close to collapse. Less 
than ten years ago, the value 
of Tokyo's stockmarket was 
higher than any other; today 
it is smaller than London (the 
FTSE hit 6,000 this week), and 
Wall Street towers above 
both. 


The oil producers’ cartel, 
OPEC, held an emergency 
meeting together with several 
non-OPEC members includ- 
ing Mexico, and approved its 
first production cuts (as op- 
posed to cuts in quotas) in 
ten years in an effort to bol- 
ster prices. 


Blending 


Bermuda-based Bacardi, best 
known for white rum, beat 
off competitors to buy Dew- 
ars Scotch whisky and Bom- 
bay gin from Diageo. The 
price is £1.15 billion ($1.93 bil- 
lion), well above expectations 
for the two brands. Guinness 
and Grand Met, whose recent 
merger yielded that unpro- 
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nounceable name, had to sell 
to comply with an American 
antitrust ruling. 


America’s Metromail ended 
its flirtation with American 
Business Information and de- 
cided to accept a raised bid of 
$845m from Britain’s Great 
Universal Stores. Combined, 
the two will form a huge 
database marketing business. 


Britain’s ICI continued its 
rapid move away from bulk 
chemicals to chemicals for 
consumer products, agreeing 
to buy Michigan-based Ach- 
eson Industries for $560m. 


Zenith Electronics, an Amer- 
ican consumer-electronics 
firm, announced its biggest 
loss to date: $299m for 1997. 
With bankruptcy looming, 
the company said it was ex- 
ploring asset sales. 


Starwood Hotels & Resorts, 
which recently won a $10.2 
billion battle for the rrr 
Group of hotels, is splitting it- 
self into two businesses: ho- 
tels and gaming. The gaming 
part will probably be sold. 





Chiroscience signed a licens- 
ing deal worth at least £200m 
($335m) with Zeneca, Britain’s 
third-largest drug maker, for 
its Chirocaine anaesthetic. 
Chiroscience looks ever like- 
lier to become the first British 
biotechnology firm to bring a 
drug to market. 


Decaux of France upset an 
apparently done deal with a 
£475m ($796m) bid for Brit- 
ain’s More Group, a rival 


outdoor-advertising com- 
pany. More then withdrew its 
recommendation to accept a 
£446m takeover bid from 
America’s Clear Channel. 


Currency devaluation and re- 
cession in Asia will reduce 
spending on advertising by a 
fifth in dollar terms by 2000, 
setting the region back three 
years, according to Zenith 
Media Worldwide. Indone- 
sia’s $2 billion advertising in- 
dustry is now worth just 
$500m and in South Korea, 
what was the world’s seventh- 
largest ad market has halved 
to $4 billion. 


SmithKline Beecham has 
failed twice recently to merge 
with other drug companies. 
Still, its chief executive of 
eight years, Jan Leschly, re- 
ceived pay and bonuses total- 
ling £9.8m ($16m) in 1997. He 
also holds share options 
worth £61m at current prices. 


Two of Britain's biggest (and 
debt-laden) cable operators 
are grappling with one an- 
other as they attempt to take 
over smaller rivals. Telewest 
Communications seems 
likely to beat NTL with a 
£666m ($1.1 billion) bid for 
General Cable, and is also try- 
ing to grab part of Comcast 
from NTL. If Telewest's moves 
succeed, it will take over from 
CWC as Britain's biggest cable 
operator. 


A group of international busi- 
nessmen issued a report to 
the OECD on ways to improve 
corporate governance. The 
report encourages govern- 
ments to leave such efforts to 
the private sector; but it also 
urges the OECD to publish 
minimal guidelines. 


Sun Microsystems, the inven- 
tor of Java, is joining IBM to 
produce an operating system 
based on the popular new 
computer-programming lan- 
guage. They believe the Java 
OS will boost the chance that 


BUSINESS THIS WEEK 


their network computers will 
replace Wintel pcs and the 
old “dumb” terminals that 
run off 18M mainframes. 


Motorola, a huge cellular- 
phone and chip company, 
wants to restructure, though 
its plans are woolly. They 
may be delayed too, now that 
Jack Scanlon, a key executive, 
is leaving to run Global 
Crossing, a telecoms start-up. 


LVMH, a luxury-goods group 
whose firms include Moët- 


Hennessy, Louis Vuitton and 
Christian Dior, has asked sup- 
pliers for more time to pay 
bills. A year ago LVMH sank 
$2.57 billion into prs Group, 
a duty-free shopping outfit 
whose customers are mainly 
in recession-hit Asia. 


Santander Brazil, part of 
Spain's Grupo Santander, 
finalised its $500m purchase 
of Banco Noroeste, despite 
finding an alleged $242m 
embezzlement in the pro- 
cess—a sum that is now being 
set aside by the former own- 
ers aS a provision. 


The cost of rescuing Mexi- 
co’s financial system after 
the currency crisis of 1995 has 
mounted to 142% of Gpp, the 
finance ministry reckons. 


Teutonic struggle 









zi 





t 
The battle for Britain's Rolls- 
Royce seems to have been 
won by BMW with an offer of 
£340m ($569m). This will 
leave only Volkswagen of the 
three German car makers 
(Daimler-Benz being the other 
one) without a luxury 
marque, unless it comes back 
with a winning higher bid. 


AY 
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Cambodia’s 





princely 
homecoming 


PHNOM PENH 


Now Prince Ranariddh’s battle really begins 


quor Cambodians who rely on local 
television or radio would have known 
less than audiences abroad about the re- 
turn home on March 3oth of Prince Noro- 
dom Ranariddh, their deposed joint prime 
minister, from his nine-month exile 
abroad. A couple of reporters from the gov- 
ernment-run media turned up at the air- 
port, but broadcasters carried not a squeak. 
This was hardly a surprise. The prince's 
fellow (and technically junior) prime min- 
ister, Hun Sen, had no interest in 
publicising the return of the rival he ousted 
in a violent coup last July, much less the ju- 
bilant reception given to the prince the 
next day by several thousand supporters. 
Mr Hun Sen preferred to fix public at- 
tention on the advance of his troops into 
parts of Anlong Veng, the last big strong- 
hold of the Khmers Rouges. The defection 
of several thousand war-weary guerrillas let 
in government forces and drove out their 
leaders, such as the notorious one-legged Ta 
Mok. Until last year they had stayed loyal to 
Pol Pot, but turned against him in the inter- 
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ests of striking a deal with Prince 
Ranariddh. Now the guerrillas are in re- 
treat and Mr Hun Sen wants the credit. 

Yet the media’s silence was a useful re- 
minder for Prince Ranariddh of the task he 
faces trying to rebuild a political base. So 
were clashes this week between his sup- 
porters and those backing Mr Hun Sen, 
which took place near the hotel that serves 
as the prince’s temporary base. Many of Mr 
Hun Sen’s supporters admitted turning up 
on the promise of a modest fee; some were 
ready for a fight. 

Prince Ranariddh’s return, under a 
plan negotiated by Japan, nudges Cambo- 
dia closer to the election due on July 26th. 
Mr Hun Sen aims to win this to earn recog- 
nition abroad; the prince wants victory to 
restore his power. Foreign well-wishers 
hope it will show that the $2 billion in- 
vested by the United Nations in trying to 
establish a peaceful, multi-party Cambodia 
in 1993 has not all been wasted. The 
prince’s homecoming was a necessary but 
hardly sufficient condition for a free vote. 


Prince Ranariddh, at least, stuck to a 
conciliatory script on his return. He asked 
to meet Mr Hun Sen, saying the two should 
not talk about the bitter past. The prince 
promised he will not use his election cam- 
paign to denounce anyone, only to tackle 
issues such as the environment, corruption 
and civil servants’ pay. More remarkably, 
he even told Japanese journalists it would 
be better to set aside the issue of human 
rights. "It's more important for the election 
to be successful,” he said. 

It remains to be seen how long the 
prince can hold that line. Mr Hun Sen says 
he will not be able to meet the prince until 
the end of April. In the meantime, political 
violence and intimidation are reaching a 
pitch that many believe already jeopar- 
dises the possibility of a free vote. 

Two days before the prince’s return, a 
senior officer of FUNCINPEC, the prince’s 
party, was murdered. Many in the party 
and outside it suspect a political motive. Al- 
most 100 FUNCINPEC supporters have been 
killed or have disappeared since the coup. 
Some of Mr Hun Sen’s security aides are 
strongly implicated in some of the cases. 

Such violence is not the only obstacle in 
the way ofa fair vote. Another is the fighting 
in the north between the prince’s troops 
and government forces; that will have to 
stop, and all the combatants will have to be 
integrated into a national army. The prince 
also wants a royal pardon for his top mili- 
tary commanders and guarantees for their 
safety before the polling. 

Government ministers concede that or- 
ganising the election by July will be tough. 
Experts doubt whether the new National 
Election Commission will be ready even to 
begin registering voters much before the 
end of May. However, opposition leaders, 
confident that Mr Hun Sen's violent ways 
make him widely unpopular, believe they 
still have a chance, provided some existing 
arrangements are changed. 

One would be to move vote-counting 
from local polling stations to district cen- 
tres. Another would be equal access to the 
media. "This is the most important," rea- 
sons Sam Rainsy, an opposition politician. 
"The vast majority of the people of this 
country don't need to be convinced to vote 
for change" Which is why Mr Hun Sen 
looks likely to stall on any such concession. 
It will be an uphill struggle to achieve an 
election that does not disgrace even Cam- 
bodia's modest notions of democracy or se- 
verely embarrass the foreign governments 
that have pinned so many hopes on its suc- 
cess by helping to organise and pay for it. 
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Asia and Europe 


F ard talking 





AT HAT a difference a crisis makes. Pres- 
V V idents and prime ministers from Eu- 
rope and Asia gathered in London this 
" week for the second Asia-Europe Meeting 
= 07 (ASEM) in business-like mood. At their first 
© meeting, two years ago in Bangkok, the Eu- 
- "ropeans paid tribute to East Asia's eco- 
nomic miracle. The "Asian way" dictated 
- barely any agenda, and disagreeable issues 
|. “were swept under the carpet. Difficult ones, 

including human rights, would get equally 

= Short shrift at ASEM-2. But the financial cri- 
- gis in East Asia has given everyone some- 
i thing serious to talk about. 

_ And todisagree about. Europe's Stake in 
-the region is large: more than a quarter of 
| the Eu’s external trade is with East Asia, and 
~ European banks have lent heavily there (see 

chart) Europeans are bigger shareholders 
than the United States in the Imr, the co- 
ordinator of bail-outs. Yet many Asians still 
accuse European governments of not pull- 
ing their weight. The Europeans, for their 
part, want those getting IMF help—above 
all slippery Indonesia—to reaffirm their 
commitment to painful economic reform. 

A joint statement doing that, while 
committing the Europeans to playing a 
fuller (unspecified) role in sorting out the 
crisis, may be issued. That, along with the 
establishment of a Trust Fund (operated 


























throtigh the World Bail to indi 


tra cash for South Korea, but not for 


financial know-how to East Asia and - 
find ways to alleviate poverty, plus 
new initiatives on fostering trade 
and investment, are likely to count 
as the achievements of ASEM-2. 

But have European governments 
done too little? They chipped in ex- 


Thailand and Indonesia. Yet Euro- 
pean taxpayers have risked many 
more billions through the IMF rescue 
packages for all three. Meanwhile, 
more than 30% of development aid 
going into East Asia comes from EU 
countries (compared with only 3% 
from America, but close to 60% from Ja- 
pan). And there will be more opportunities 
to help: Japan has already donated medical 
aid to Indonesia, which on April 1st the 
World Bank estimated will need up to $3 
billion in assistance. Cue for Europe? 
Europeans have recently stepped up 
their broader contributions to both eco- 
nomic stability and security in East Asia: 


* European governments and the Eu have | 
provided some $86m to a project led by. 


America, South Korea and Japan that is 
building two light-water reactors in North 
Korea in return for that country agreeing to 
shut down its production of plutonium. 

e Last year the EU donated $69m to the 
UN's World Food Programme to avert fam- 
ine in North Korea. 

e Assuming a credible election can be orga- 
nised in Cambodia, the Eu has agreed to 





KOBE 


T MUST be one of the most graceful 
>i £ suspension bridges in the world—and 
: “certainly the longest. With a central span 
| Of 1,991 metres (6,532 feet), the Akashi 
= Kaikyo bridge, which opens on April sth, 
.| between Kobe and Awaji Island in 
-= Osaka Bay, is bigger than Britain's Hum- 
_ ber bridge and longer than the Great Belt 
© East bridge that has just been built in 
| Denmark. It is even one metre longer 
than intended—an earthquake in 1995 
| nudged supporting towers further apart. 
. But spectacular as it is to behold, locals 
= wonder what it is for. 
|^ - The bridge will cut 80 minutes off the 
no YA road-and-ferry j journey from Kobe to To- 
= kushima, one of the bigger towns on the 
| island of Shikoku beyond Awaji, and 
will be something of a tourist attraction. 
But that scarcely seems worth the Y980 
billion ($7.3 billion) of taxpayers’ money 
that the project has already cost. 
|  . The official reason for the bridge is 
| that it will bring all manner of new eco- 
| nomic opportunities to the residents of 








The bridge to nowhere in particular 


Awaji and inhabitants on the much 
larger, and equally impoverished, island 
of Shikoku. It is the second of three big 
bridges planned in the early 1970s to 
link Japan’s main island of Honshu to 
Shikoku. The first, the Great Seto bridge, 
down the coast from Kobe, was com- 
pleted in 1988. The third, farther west, 
may never be built. 

Approval for the Akashi Kaikyo 
bridge was given in late 1985 as the high 
yen caused economic growth to slide. At 
the time, big public-works programmes 
and other boondoggles were the only 
things that kept the economy from con- | 
tracting. Most were gifts to the building | 
industry in return for its donations to the 
ruling Liberal Democratic Party. | 

The Akashi Kaikyo bridgeisnoexcep- : 
tion. The Honshu-Shikoku bridge au- | 
thority says It expects some 37,000 cars to 
use it each day, though it cheerfully ad- 
mits that only 100-200 cars used to make | 
the journey by ferry. No one is really sure | 
where all the extra traffic will come from. — 
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Europe and Asia have begu ; 
slew of tricky issues, from preventive di plo- 
macy to efforts to halt the spread of missiles 
and weapons of mass. destruction. Practical | 
work on these, as well as more obvious eco- 

nomic issues es and cultural Abuse n could 






The — Ps 


Shell' SC ordeal 


MAE SOT, THAILAND "T £ 


Y PARSE, charred” and. al trees no 
) longer offer any shade. The earth on 
which, until March’ th, ‘stood. homes of 
bamboo poles and wooden planks, with 
thatch. bd teak-lea is "he is now E, 
















side of thet bi 
8, 800 enn | c K K i 


and ruit fortitude. ofthe residents: 
The attack began at 1am, with moi 

shells. Fleeing residents met advancir 

diers who set fire to 1,309 homes, a chur o] 





O THE ECONOMIST APRIL 4741998 





A fright at the opera 


SYONEY 


| 
E since the Sydney Opera House 
was opened in 1973, Australians have 
looked upon it as a national symbol. With 
its roof of soaring white sails, the opera 
house, designed by Joern Utzon, a Dane, 
, is considered one of the century's great 
buildings. To Sydneysiders, its site is no 
| less cherished: it occupies Bennelong 
Point, named after an aborigine who 
| lived in the first European 
| dwelling built after the Brit- 
| ish dropped anchor in 1788. 
Now the opera house’s 
admirers are embroiled in a 
dispute about another 
building rising a stone's 
throw away, and which 
| threatens to spoil the view. 
| This has been described by 
| the Architectual Review, a 
_ British magazine, as a "lum- 
| pen block". Yet two more 
| 


like it are rising facing the 
promenade at East Circular 
Quay, which leads to the op- 
era house. A campaign has 
been launched to get the 
| new buildings torn down 


Even the United Nations has given warn- 
ing that the development could jeopar- 
dise plans to add the opera house to its list 
of World Heritage sites. 

The debacle has its origins in property 
speculation and tortured planning rules. 
Colonial Mutual Life, one of Australia's 
oldest insurance companies, bought the 
site on which the eyesores stand at the 





before they are finished. Nice spot for a block of flats 





height of a property boom in the late | 
1980s and pulled down a strip of crude, — 
modern buildings. That left the opera _ 
house in glorious isolation, flanked bythe | 
harbour and the botanical gardens. 

Many Sydneysiders wanted to keep it 
that way, and when work began, many 
people hated what they saw. After public 
protests, Colonial Mutual sold all but 596 
of its interest in the development to Hong 
Kong and Shanghai Hotels, which at first 
planned to turn one building into a 
smart hotel. Then it said the site was too 
small, and all three build- 
ings would become flats. 

The group leading the 
protest, Save East Circular 
Quay, has now called on 
John Howard, the prime 
minister, to dip into the fed- 
eral government's heritage 
fund to take over the site. But 
that seems unlikely: Mr 
Howard is neither a vision- 
ary nor a champion of inter- 
vention against market 
forces. The thought of luxury 
flats commanding the view | 
of this historic site has only 
rubbed salt in the wounds of 
the city’s psyche. ButSydney- | 
siders may have to get used 
to it. 





a mosque and a clinic. Three people died 
and 30 were injured—victims of a conflict 
that has lasted half a century and shows no 
sign of ending. Their party, the Karen Na- 
tional Union (KNU), is the only major eth- 
nic insurgency not to have agreed to a 
ceasefire with Myanmar's ruling junta. 

The KNU controls little territory, and ev- 
ery dry season its soldiers face an offensive, 
including attacks on the refugee camps. 
The raiders ostensibly belong to the Demo- 
cratic Karen Buddhist Army (DKBA), which 
split in 1994 from the KNU, many of whose 
leaders are Christian, and allied itself with 
the junta. Residents of Huay Kalok, de- 
stroyed for the second time in 13 months, 
have been promised a move to a safer area; 
but no such area has yet been identified. 

There are some 93,000 Karen in camps 
in Thailand along its 2,400-kilometre 
(1,500-mile) border with Myanmar (see 
map). Thai authorities used to tolerate such 
ethnic groups as a buffer against Myanmar. 
Now, the displaced Karen are an embar- 
rassment: the Thai army has proved unable 
to protect them from attack On March 
27th, the DKBA even abducted an Austra- 
lian teacher and his Thai companion for 
five days. They were taking photographs 
across the river that marks the border. 

The junta, implausibly, denies any con- 
nection with the DKBA, and argues that the 
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Thai camps are bases for KNU soldiers. The 
relations of some residents are fighters, and 
the wounded sometimes recuperate there. 
But searches for weapons by the Thai au- 
thorities have uncovered nothing. The 
camps are a soft target in a dirty war. 

The economic slump is also worsening 
conditions for the Karen. The Thais no 
longer let them leave the camps to find 
work. Some Karen believe the Thai army 
was forewarned of the attack on Huay 
Kalok, and let it happen because the camps 
damage business relations with Myanmar. 
The thriving border trade at the town of 
Mae Sot dried up three months ago. This is 
interpreted as a form of political pressure 
from the junta, but, just as probably, it is a 
result of Myanmar's near bankruptcy. 

The new Thai government that came in 
last November seems less in thrall to the 
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murky business interests in the army, local 
government and commerce that have long 
warped official policy when it reaches the 
border. The government talks of involving 
the United Nations High Commissioner 
for Refugees for the first time, although it is 
not clear in what capacity. It is obvious, 
however, that those close to the border need 
to be moved urgently. 

Besides Huay Kalok, two other camps 
have been attacked recently. One, at Mae 
La, houses 30,000 people and is better pro- 
tected by geography. It nestles by a river, 
and a range ofhills separates it from Myan- 
mar, from where, on March 15th, it was 
shelled. The Thai army shelled back. On 
March 28th it was reported that across the 
border in Myanmar three battalions of sol- 
diers with heavy artillery had moved close 
to the camp. Some in the camp have dug 
bunkers; others sleep in the for- 
est. One resident moved to the 
camp three years ago, when the 
old KNu base at Mannerplaw in 
Myanmar fell. Her six-year-old 
daughter is called Running Shell 
in memory of the circumstances 
of her birth. Asked if she would 
feel safer farther from the border, 
she has a one-word answer: 
"Australia." 
SSS 
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INDIA’S NEW GOVERNMENT 


Who's afraid of the BJP? 


Is the Hindu-nationalist party that leads India’s new government essentially 
bigoted and chauvinist, or will the search for votes make it turn away from 
militancy and become a provider of efficient administration and reform? 


ELIGIOUS fundamentalists. Hindu 

brown-shirts on the road to fascism. 
Nuclear maniacs. Autarkic economic dino- 
saurs. These are a few of the epithets flung 
by critics at the Bharatiya Janata Party (BJP), 
which heads the 19-party coalition that nar- 
rowly survived a vote of confidence in In- 
dia’s lower house of Parliament on March 
28th. The Byr’s first bid to govern, in 1996, 
collapsed after just 13 days. Even though it 
depends for support on shaky alliances 
with so many other parties, the BJP now has 
a chance to run the world's biggest democ- 
racy, at least for a while. Despite the brick- 
bats, that is not necessarily such a frighten- 
ing prospect. 

The BjP certainly has some creepy- 
crawlies in its ranks, especially in its cul- 
tural wing, the Rashtriya Swayamsevak 
Sangh (Rss) Nevertheless, the party is a 
moderniser, not an atavistic throwback. Be- 
sides, the search for political power in a de- 
mocracy often has a way of taming extrem- 
ism, and coalition politics should do so 
even more. The Byp-led coalition may well 
end up behaving much like its recent 
predecessors. 

Four-fifths of all Indians are Hindus, 
and the BJP espouses Hindu nationalism. It 
seeks the restoration of Hindu pride and 
glory in politics and business, after eight 
centuries of Muslim conquest and 200 
years of British colonial rule. This makes 
the party communal, xenophobic and 
abrasive. Other political parties in India 
want to accommodate diversity in a coun- 
try that is multi-lingual, multi-religious 
and multi-ethnic. But the BJP wants “one 
nation, one people and one culture". It says 
this composite culture, Hindutva, encom- 
passes all religions, regions and languages 
in India. In effect, it wants other communi- 
ties to become ingredients in a Hindu al- 
loy. The BjP's methods of persuasion, how- 
ever, sometimes seem brutal, and have 
included fomenting riots in which thou- 
sands of people have been killed. 

The BJP traces its origins to 1925, when 
the rss began as a self-defence force to pro- 
tect Hindus in riots. The rss’s founder, 
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Keshav Hedgewar, believed Hindus had 
been conquered repeatedly because they 
were weakened by internal dissension. He 
sought a modern, united Hindu society free 
of caste and regional divides. 

The rss took part in India's indepen- 
dence movement, which was spearheaded 
by the Congress party under Mahatma 
Gandhi. But it was unhappy with Gandhi's 
policy of non-violence, which it felt re- 
flected a Christian rather than a Hindu 
ethos. Hedgewar observed that all Hindu 
gods bore arms, and he flirted with the ter- 
rorist fringe. But most of 
his time was devoted to 
developing the Rss as a so- 
cial and cultural institu- 
tion that would withstand 
Muslim communalism. 

The group organised 
shakhas, morning meet- 
ings which young people 
would attend in uniform 
(khaki shirts and shorts 
with a black cap) to drill, 
play Indian games, and be 
indoctrinated in Hindut- 
va. It ran schools (where the 
textbooks demonised Mus- 
lim rulers) and engaged in 
rural development and di- 
saster relief (Rss volunteers 
are often the first to arrive 
at places hit by floods or cy- 
clones). Later it helped cre- 
ate a large trade union and 
a students’ organisation, 
both of which increased its 
organisational clout. 

Independence in 1947 
was accompanied by the 
partition of the subconti- 
nent into India and Paki- 
stan. In the Hindu-Muslim 
riots that followed, hun- 
dreds of thousands died 
and 10m had to move 
home. Gandhi called for 
peace, but the Rss sought 
retribution. Gandhi was 





murdered for being too soft on Muslims by 
a Hindu fanatic who had once been in the 
RSS. The government banned the rss and 
arrested 17,000 of its members. This per- 
suaded the rss that it needed the support of 
a political party, so it helped create a 
Hindu-nationalist one, the Jan Sangh. 

The Jan Sangh won only a handful of 
seats in successive elections from 1952 to 
1971. In 1975, Indira Gandhi, then prime 
minister and leader of the Congress party, 
declared a state of emergency and threw 
her political opponents into jail. In the pro- 
cess she united them. In the 1977 election, 
the Jan Sangh and other opposition parties 
merged to form the Janata Party, which 
routed Mrs Gandhi. However, bickering 
led to the break-up of the Janata Party after 
only two years. Regrouping, old Jan Sangh 
members decided against reviving their 
party and instead formed the Bharatiya 
Janata Party, seeking new support by pro- 
claiming “Gandhian socialism”. Voters 
found the change implausible: the BJP won 
only two seats in Parliament in the 1984 
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The diversity of Hinduism | 


| Hess is not a religion in the 

| western sense. It started as the faith 

| of Aryan tribes that migrated to India, 

| and their four holy books, the Vedas, are 

| formally venerated by all Hindus today. 

Yet no Hindu need read the Vedas, and 
few do. 

The Aryans absorbed local gods and 
customs as they went. One result is that 
virtually none of the gods of the Vedas is 
worshipped in Hindu temples today; al- 
most all the deities (including Ram) are 
local ones or hybrids. This decentralised 
synthesis has produced Hindu sects and 
beliefs ranging from monastic self-de- 
nial to worship of the goddess of wealth; 
from non-violence to human sacrifice; 
from chastity to religio-sexual orgies. 

| Hinduism has no hierarchy. Hindu 
| monasteries have venerated gurus, but 
any Hindu can differ from them. Any 
Hindu can don a monk’s robe, preach 
pretty well what he likes, and be re- 
spected as a holy man. This has aided di- 





The tide is rising 





versity. It is not, however, the same as the 
western notion of tolerance. Despite the 
initial mixing of faiths in ancient India, 
notions of caste became very strong. | 

The old Hindus regarded non-Hin- | 
dus as untouchables. In time, proselyt- — 
ising religions such as Islam and Chris- 
tianity sought to convert Indians ofother 
faiths, promoting the concept as they did 
so ofa basic equality between converters 
and converted. But the old Hindus | 
would have been scandalised at the ef — 
frontery of non-Hindus aspiring to join 
their ranks. Cynics say the old Hindu tol- — 
erance was based on contempt. In any | 
event, no tradition of religious persecu- 
tion ever took root. 

For the old Hindus, it was doubly hu- 
miliating to be conquered repeatedly by 
Muslim and Christian invaders, to suffer 
the unspeakable at the hands of the un- 
touchable. That memory struggles with 
the old tradition of contemptuous toler- 
ance to capture the Hindu psyche today. 








election. So a different appeal was re- 
quired. This was provided by another event 
then coming to the boil. 

Four centuries ago, the Mughal Em- 
peror Babar had conquered Ayodhya, the 
legendary birthplace of the Hindu god 
Ram, and built a mosque there. In the 1980s 
the Vishwa Hindu Parishad (vH P), an affili- 
ate of the Byp, claimed (without evidence) 
that the site of the mosque was the precise 
birthplace of Ram, so a Hindu temple must 
be built there. Thanks to the VHP’s success 
in raising Hindu passions, the BjP won 88 
seats in the 1989 election and 120 in 1991. 

In 1992 a Hindu mob destroyed the 
mosque in what was seen as symbolic re- 
venge for eight centuries of Muslim con- 
quest. Babar had finally been vanquished 
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and the sje was on its way. The Ayodhya 
incident helped it win 160 seats in the 1996 
election. That, however, was still well short 
ofthe 272 then needed for a majority in Par- 
liament, and the party also barely existed 
outside northern and western India. More- 
over, the VHP was unable to mobilise popu- 
lar Hindu support for an attempt to demol- 
ish 3,000 other mosques believed to have 
been built on the ruins of temples. 

To attain power, the pj» had to reach a 
much wider range of voters. In this Febru- 
ary's election it wooed regional parties and 
liberal Hindus. This meant toning down its 
more extreme language. It also began woo- 
ing Muslims. In states where it came to 
power it portrayed itself as the party of law 
and order, and ended rioting. Some Mus- 


lims prefer BjP-imposed security to the law- 
lessness that went before. Exit polls in the 
February election suggest that between 7% 
and 16% of Muslims voted for the pj». The 
party fielded six Muslim candidates, and 
has appointed two Muslims as ministers. 
These gestures are aimed less at Muslims 
than at liberal Hindus, the bulk of the vot- 
ers. (Polls say the pyr fares best among the 
young, urbanised and highly educated.) 
Critics say the new liberalism is just a 
mask. Once the party is in power, RSs mili- 
tants will infiltrate all organs of the state to 
lay the foundation of an Rss takeover. Opti- 
mists, however, think the party is changing 
for the better. At first, it attracted only a nar- 
row section of north Indian, upper-caste 
voters. But already, in its desire to widen its 
base, it has been obliged to try to appeal to 
the lower castes, people outside north In- 
dia, and more secular-minded voters. How- 
ever opportunistic, this has set in motion a 
process that is changing the character of the 
party. It may even end up asa sort of Hindu 
counterpart to western Christian-demo- 
cratic parties. For the more immediate fu- 
ture, however, the Bj» has to face questions 


created by its past. 


Is it fundamentalist? 


The Bj» has been accused of religious fun- 
damentalism. Were the charge fair, it 
would be reassuring, since ancient Hindu- 
ism was tolerant in its own way (see box). 
But the BjP has no desire to go back to an- 
cient Hinduism. Many ofits leaders belong 
to the Arya Samaj sect that eschews idol 
worship and castigates traditional Hindu- 
ism. In fact, the bulk of the party's thinkers 
are reformers who seek a modern Hindu- 
ism purged ofcaste and sex discrimination. 
Why then does the yp still want to 
build a temple at Ayodhya, as it certainly 
does? So long as it keeps this commitment, 
itwill have trouble convincing sceptics that 
it really is benign. They will suspect, reason- 
ably, that the zealots are too strong in the 
party to let the liberals abandon the vow 
outright. Yet temple-building was never 
part of the party's original agenda. Its aim 
was always the grander and broader one of 
reviving Hindu glory. Some of its officials 
are now reconverting tribesmen and un- 
touchables who had earlier embraced Is- 
lam or Christianity. Traditional Hinduism 
did not accept converts, but the BJP wants 
to regain its flock. It has roughed up some 
Christian missionaries in the process. 
Most religious fundamentalists revel in 
their fundamentalism. The BJP, however, 
claims to be secular, and accuses other po- 
litical parties ofbeing pseudo-secular while 
appeasing Muslim communalism. It wants 
a common civil code for all Indians in 
place of the existing Muslim and Christian 
personal law. It wants to abolish the con- 
stitutional autonomy of India's only Mus- 
lim-majority state, Kashmir. And it wants 
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INDIA’S NEW GOVERNMENT 


to replace India’s Minorities Com- 
mission with an unspecific human- 
rights body (pointing out that the 
rights of Hindus, as well as of minor- 
ities, get trampled on too). These, it 
Says, are secular demands. 


Is it fascist? 

The sight of Rss cadres drilling in 
khaki shirts and shorts evokes un- 
easy memories of Hitlers brown- 
shirts. Party officials are trained in 
the use of the staff, a traditional In- 
dian weapon. The Rss says the 
Hindu spiritual tradition always in- 
cluded the akhara, or gymnasium. 

Much Rss literature is contemp- 
tuous of democracy. Tracts in the 
1930s admired Hitler, asserted the 
superiority of the Hindu race, and 
denounced opponents as traitors. 
Critics say the Rss agenda of build- 
ing a Hindu nation cannot be 
achieved by democratic means, so 
(like Hitler) it is using democracy to 
seize power. 

However, the modern BJP is not 
the old rss. The BjP does not seek to elimi- 
nate Muslims, but it wants them to accept 
the basically Hindu flavour of India. It 
claims it wants to create a melting-pot of 
races and cultures, and says Hindu pre- 
dominance in this mix will be no different 
from Christian predominance in Ameri- 
ca's oft-invoked melting-pot. 


Is ita nuclear maniac? 


India was a military superpower in the an- 
cient world, and the Rss wants it to carry 
the same clout by going openly nuclear. Pa- 
kistan developed a nuclear capability in 
the 1980s, without testing. All political par- 
ties in India want the nuclear option, but 
the jp has been the most jingoistic. Yet in 
its latest manifesto, written in the expecta- 
tion of coming to power, the ByP toned 
down its military declarations. And when 
Atal Behari Vajpayee, the new prime minis- 
ter, was asked whether he would deploy nu- 
clear weapons, he equivocated by saying, 
“If it is necessary.” 


Is it a dinosaur? 


The BJP is often called right-wing. National- 
ist fits better. The party has traditionally 
stressed self-sufficiency. Many of its mem- 
bers fear foreign multinationals as incipi- 
ent imperialists. It castigates the World 
Trade Organisation for robbing India of 
sovereignty. On such issues, the BJP is at one 
with the Indian left. 

But it opposes the web of controls 
brought in over the past 4.0 years and wants 
internal liberalisation. It swears by swad- 
eshi, meaning that India must be built by 
Indians. Before opening up, it says, Indian 
business must first become strong enough 
to stand up to foreign competition. 
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Victory for Vajpayee 





RSS militants also want to protect In- 
dian culture, which includes eating and 
drinking habits. rss mobs have attacked 
branches of America’s Kentucky Fried 
Chicken and McDonald's. 

In economic policy, the BjP is more lib- 
eral than the Rss, and recognises the need 
for foreign investment in infrastructure 
and heavy industry. No foreign multina- 
tional will be asked to leave, but future for- 
eign investment will be curbed in “non- 
priority" areas. The likely targets are such 
consumer goods as foods, drinks and soap. 
Yet India is a small market for branded 
consumer goods. It is a huge one for infra- 
structure, so such curbs will have little effect 
on overall foreign investment. 

What about Enron? When the BJP came 
to power in 1995 in the state of Maharash- 
tra, it cancelled a power plant being built 
by Enron, an American firm, which it ac- 
cused of bribery. Within months, however, 
the state government renegotiated the pro- 
ject and expanded it. Outraged leftists chal- 
lenged the contract in court, but the BJP 
coolly told the judge that its anti-Enron 
campaign was merely a political gimmick 
to win the state election. That, perhaps, is a 
better guide to the real nature of the BJP 
than the old nss ideology. 

Today, the Byp knows its fragile coali- 
tion may not last. It wants to use its time in 
government to show, to Indians as well as 
to the rest of the world, that it is a moderate, 
responsible party. The new finance minis- 
ter, Yashwant Sinha, says “multinationals 
have nothing to fear." His son works for 
McKinsey, an international consulting 
firm, and his daughter-in-law is a fund 
manager with Oppenheimer, a New York- 
based investment bank. Thus globalisation 





affects even the BJP. 

MrSinha will raise import duties 
in his budget in May, to bring down 
the budget deficit and protect In- 
dian firms from cheap imports from 
South-East Asia. But he claims, as 
trade-barrier-raisers usually do, that 
this will be a temporary measure. 
The BjP says it has abandoned au- 
tarky and wants to give Indian busi- 
ness seven to ten years to integrate 
fully with the world economy. 

The betting is that the Byp will cut 
lots of red tape to liberalise the do- 
mestic economy, prove more ener- 
getic than previous governments in 
privatisation, create independent 
regulators to reduce ministerial dis- 
cretion (and corruption) and 
streamline rules for foreign invest- 
ment in infrastructure. 

Many voters disillusioned with 
other parties want to give the BJP a 
chance. Yet state governments run by 
the BjP have proved not very differ- 
ent from any other, and in the recent 
election it lost ground in the states it 
runs. It won barely 25% of the total vote, 
mostly in the north and west. It forged an 
alliance with 14 regional parties where it 
was weak. The tally of the Bjr-led combine 
increased from 192 to 252 seats. But the 
BJP’s own score rose only from 160 to 179. 

So the party's quest for power has made 
it increasingly dependent on disparate al- 
lies with very different agendas. Indeed, to 
keep the combine together, the Bjr has been 
obliged to put on hold the three central 
commitments that have made it different 
from other parties: legislating to build a 
temple at Ayodhya; scrapping Kashmir’s 
special status; and enacting a common 
civil code. The very strategy that has en- 
abled the BJP to come to power has also ob- 
liged it to dilute its agenda. 

India's diversity could lead to perma- 
nent coalition politics. Perhaps two main 
groups will emerge, but there will be big 
disparities within each and therefore con- 
stant compromise. Anxious to expand its 
image beyond Muslim-baiting, the BjP has 
long claimed to be a party of good gover- 
nance, which does not field criminals in 
elections or buy defectors from other par- 
ties. But in recent years it has done both, 
saying it cannot disadvantage itself by giv- 
ing rivals a monopoly on dirty tricks. 

So the BjP starts to look like other par- 
ties, for good and bad. And while cynics say 
its policy dilution is tactical, some of the 
changes certainly appear real. Mr Vajpayee 
reckons that as a political party grows and 
seeks a wider base of voters, it has con- 
stantly to incorporate the concerns of new 
groups. Indeed, even the Rss is doing so. 
This, as Mr Vajpayee says, is evolution, not 
dilution. It could yet serve India well. 
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UNITED STATES 


Goodbye, Paula Jones? 


WASHINGTON, DC 


NTIL now, the fight surrounding each 

Clinton scandal has seemed like a war 
of attrition. Sometimes the president's crit- 
ics advanced, guns blazing with new evi- 
dence about Whitewater, lost FB1 files, or 
money-raising coffee mornings. Some- 
times the president's troops drove back, 
shooting holes in the images of his various 
accusers. None of these battles ever seemed 
to end. But, on April 1st, this changed. Judge 
Susan Webber Wright, a Republican, 
threw out the sexual-harassment suit 
brought against Mr Clinton by Paula 
Jones. Informed of these glad tidings 
in Senegal, the president at first sus- 
pected an April fool's trick. But there 
was no trick. Barring the unlikely 
event of a successful appeal, one of 
the most embarrassing attacks on 
President Clinton's character has 
been defeated. 

Miss Jones alleged that in 1991 
Mr Clinton, then governor of Arkan- 
sas, made a crude pass at her; and 
she demanded both an apology and 
financial compensation for the 
damage. In throwing out the case, 
the judge found that, even if the al- 
leged pass had indeed been made, 
Miss Jones would have suffered 
nothing worthy of redress. There had 
been no sexual assault: Mr Clinton, 
even on Miss Jones's account, had 
not groped her or used force against 
her. There was no sexual harassment, 
since Miss Jones had not been 
treated badly at work as a conse- 
quence of refusing the alleged ad- 
vance: the only evidence that Miss 
Jones could cite for her harassment 
claim was that she had once received 
no flowers on Secretary's Day. And, 
finally, there had been no emotional 
"outrage", in the term used by the 
law: after the alleged incident, Miss Jones 
had sought no counselling. 

The president's enemies had been look- 
ing forward to May, when the Jones case— 
the first in which a sitting president stood 
trial—was due to start amidst maximum 
publicity. Now the tables have been turned. 
Ken Starr, independent prosecutor and 
chief tormentor of the president, has been 
following leads first picked up by Miss 
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Jones's legal team: that Mr Clinton had an 
affair with Monica Lewinsky, a former 
White House intern; that he made a pass at 
Kathleen Willey, who also worked for him. 
In a strict sense, the dismissal of the Jones 
case has no bearing on these inquiries: the 
Arkansas judge offered no opinion as to 
whether Mr Clinton had propositioned 
Miss Jones, let alone other women. But, in a 
looser way, the Jones dismissal does Mr 





Fooled on April 1st 


Starr no good. He had worked closely with 
the Jones team, and their humiliation will 
rub off on him. 

This matters, because Mr Starr's inquiry 
had already been coming under fire. His 
tactics seem extreme: recently he subpoe- 
naed a Washington bookshop, demanding 
all records of purchases made by Miss 
Lewinsky. And yet, after going through 
thousands of documents and millions in 


taxpayers’ cash, Mr Starr seems no closer to 
toppling the president. The White House 
has painted him as a partisan muckraker, 
and most Americans have accepted this. If 
public opinion, already hostile to Mr Starr, 
turns against him even more after the dis- 
missal of the Jones case, Republicans may 
come to feel his continued investigations 
hurt their electoral cause, and may talk him 
into abandoning his efforts. 

Beyond the fate of Mr Starr, the Jones 
verdict leaves two questions. The first is 
whether the Supreme Court was right last 
year to allow the Jones case to proceed 
while Mr Clinton was in office. Mr Clin- 
ton’s lawyers argued that the case would 
distract the president from his duties, so 
should be delayed; and that, if this case 

went ahead, future presidents would 
surely face more suits brought by po- 
litical enemies. The Supreme Court 
considered these arguments, and 
unanimously rejected them. But 
both now look rather plausible. The 
Jones case, and its Lewinsky exten- 
sion, has indeed distracted the presi- 
dent from matters of state. It has 
proved that even a suit so flimsy that 
it never got to trial can be a potent 
political weapon. 

The second question follows 
from this. The likelihood of more 
Jones-style attacks on the presidency, 
coupled with the existence of an in- 
dependent prosecutor with wide 
powers to pursue leads generated by 
such suits, together weaken the presi- 
dency; and this makes the current 
debate about executive privilege es- 
pecially interesting. To defend itself 
against Mr Starrs subpoenas, the 
White House is asserting a broad 
view of executive privilege: it argues 
that not only the president, but also 
the first lady and certain members of 
the White House staff, should be al- 
lowed to hold consultations without 
fear that their contents will later be 
subpoenaed. If this broad definition 
of executive privilege is upheld some 
of the presidency’s lost strength may 
be restored to it. 

Nixon’s use of executive privilege in 
Watergate gave the device a bad name. But, 
given the alliance of private and public 
prosecutors that this and future presidents 
may face, a rethink may be in order. Either 
that, or the Supreme Court should recon- 
sider last year’s ruling on Paula Jones, and 
Congress should more narrowly define the 
powers of independent prosecutors. 
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UNITED STATES 
Elections and rights 


When liberty is not 


WASHINGTON, DC 


Campaign-finance reform has been stifled at birth by defenders of free speech 


HIS week the Republican leaders in the 
House buried campaign-finance re- 
form. No surprise there; Republicans out- 
fundraise Democrats, and so have a vested 
interest in the system. But the manner of 
the burial deserved more attention than it 
got. Rather than forthrightly oppose re- 
form, the House leaders invited their col- 
leagues to vote on a deliberately obnoxious 
bill that had no chance of passing. One af- 
ter another, Democrats rose to denounce 
this manoeuvre as a sham. But it was more 
than that. It was a subtle sign that America 
is reconsidering some of its most deeply 
held principles. 
In February, when campaign reform 
was blocked in the Senate, its opponents 
invoked the First Amendment's free speech 
guarantees, insisting that Americans’ unfet- 
tered right to make their views known— 
through television ads, phone banks and so 
on—mattered more than the nasty side-ef- 
fects of massive campaign spending. Not so 
long ago, you might have heard the same 
arguments from House leaders too. In Oc- 
tober last year, Newt Gingrich, the speaker, 
declared that those who would “regulate 
and bureaucratise free speech" were "going 
exactly against the Bill of Rights." But this 
week he offered no principled justification 
for his opposition to reform. For the truth is 
that a majority in the House, and a majority 
in the country too, favour campaign-fi- 
nance reform even if it violates the Bill of 
Rights. Americans, it seems, are prepared to 
contemplate the possibility that rights can 
be wrong in some cases. 

This is remarkable, for a firm belief in 
rights is part of America's identity. Last year 
the Freedom Forum, a think-tank that styles 
itself a "First Amendment Ombudsman", 
commissioned a poll to test support for it. 
This found that a majority regarded First 
Amendment freedoms as "essential Ameri- 
can rights". Eight in ten felt that way about 
freedom of religion, seven in ten about free- 
dom of speech. Moreover, Americans ap- 
peared to believe that these rights mattered 
more than other symbols of their nation- 
hood. A huge majority opposed demon- 
strators who burn the American flag. But 
half said that the First Amendment should 
not be amended to prohibit this. 

This survey was conducted in July and 
August last year. And yet, as the debate over 
campaign finance heated up in the au- 
tumn, more polls suggested something 
quite remarkable. Surveys commissioned 
by Fox News found that 50% of Americans 
agreed that political contributions should 
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be protected by the First Amendment, but 
also that 66% strongly supported cam- 
paign-finance reform. A Wall Street Jour- 
nal poll asked a lengthy question, explain- 
ing the Supreme Courts finding that 
campaign spending should be protected as 
free speech; 77% answered that campaign 
reform was needed anyway, while only 
18% said it was unnecessary. It may be that 
Americans value the First Amendment 
more than their flag. But they do not ap- 
pear to think it matters more than reform 
of campaign finance. A TX) 
This newly qualified support for free 
speech is reflected within the ranks of 
the American Civil Liberties Union, its 
most outspoken traditional defender. 
Over the past year the ACLU has lobbied 
against campaign reform by every pos- 
sible means. In so doing, it has abided 
by its long-held view that any dilution 
of individual rights is to be fiercely re- 
sisted. And yet the ACLU campaign has 
driven a deep split within its ranks. 
Several local affiliates have revolted 
against the national line. Roughly 
half the leadership is said to disagree 
with it. A number of ex-leaders have 
attacked it publicly, and some are 
promoting campaign reforms that 
the ACLU Opposes. 

One reformer is Burt Neuborne, 
who used to be the ACLU’s legal di- 
rector. He argues that the organisa- 
tion’s fierce defence of rights has 
now become anachronistic. In the 
1950s, McCarthy and his inquisi- 





tors trampled the free expression 
of left-wing views; and so for the 
next two decades or so it was essen- 
tial to defend the principle of free 
speech at every opportunity. Now, 
however, the public tolerance of 
flag-burners shows that free speech 
is not in jeopardy. It is therefore le- 
gitimate to take a calculated risk, for 
the sake of less money-soaked elec- 
tions. 

The risk that Mr Neuborne pro- 
poses is a subtle one, for he does not 
renounce his devotion to free speech. 
Instead, he offers a distinction be- 
tween strong speakers and weak speak- 

ers, and suggests that campaign rules 
should protect the latter. In modern po- 
litical campaigns, rich candidates flood 
voters with commercials and propa- 
ganda of every kind, so that others have 
no chance of attracting attention. Poor 
candidates may enjoy the right to speak, 
but not the hope that anyone will hear 
what they have to say. To give them a 
hearing, and so to increase the diversity of 
views, Mr Neuborne suggests that the 
speech of rich candidates be limited. To 
this end, he and other reformers hope to 
overthrow the Supreme Court’s ban on 
spending limits by dogged litigation. 








Beyond campaign spending 

It is not just on the issue of campaign 
spending that America questions the 
ACLU’s rigid view of rights. In a forthcom- 
ing article (“When Rights are Wrong”, to be 
published in Atlantic Monthly), Tracey 
Meares and Dan Kahan, two academics at 
Chicago Law School, demonstrate the cost 
of the ACLU's purism on criminal proce- 
dure. They examine the organisation’s op- 
position to police searches, curfews and 
metal detectors. In all these cases, they con- 
clude, the Acru's defence of individual 
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rights has perverse consequences. 

In one case in Chicago, the ACLU sued to 
protect the right of people living in low-in- 
come housing to be free from mass build- 
ing searches. But these searches were sup- 
ported by the residents themselves, who 
welcomed them as a means of investigating 
random gunfire, a threat that they felt in- 
fringed their privacy rather more than po- 
lice searches ever could do. This, as the au- 
thors point out, implied that the ACLU had 
arrived at an odd conception of rights. 
Rights are meant to protect individual free- 
doms. But in this case the ACLU was invok- 
ing rights in order to overturn the freely ex- 
pressed will of the residents. 

Rather like Mr Neuborne, the authors 
suggest that the ACLU has grown anach- 
ronistic. In its 1960s heyday, the organisa- 
tion was absolutely correct in upholding 
citizens rights against the police and other 
authorities. This was because the police, 
like the local governments they answered 
to, did not reflect the interests of America’s 
black minority. Because policemen were of- 
ten blatantly racist, mass searches, curfews 
and other tactics that enhanced police 
power were likely to hurt blacks, who had 
no way to reverse these policies, since they 
were largely disenfranchised. All that has 


now changed: many policemen, and police 
chiefs, are black, as are many mayors. If 
these leaders, reflecting the wishes of their 
constituencies, choose to adopt tough mea- 
sures to fight crime, the ACLU should not 
presume to second-guess them. 

Also like Mr Neuborne, the Chicago au- 
thors make a further plea. The ACLU’s rigid 
defence of rights, they say, ends up favour- 
ing the strong more than the weak. The 
organisation's attacks on curfews, for exam- 
ple, have often been resented by poor in- 
ner-city blacks, who are acutely threatened 
by the crime that curfews seek to inhibit: 
one poll in Washington, pc, for example, 
showed that curfews were supported by 
70% of black teenagers. Suburban whites, 
on the other hand, feel less threatened by 
crime, and resent the loss of liberty im- 
posed by curfews. As on campaign finance, 
therefore, the ACLU’s concern for liberty 
makes it an ally of the privileged. 

In the end, none of this may come as a 
surprise. America has long been one of the 
freest countries in the world, and also one 
of those in which the gap between rich and 
poor is starkest. Liberty, it seems, does have 
a price. And, every now and again, Ameri- 
cans brood on whether they really want to 


pay it. 





Arkansas politics 


The accidental governor 


LITTLE ROCK 


HE Republican governor of Arkansas, 

Mike Huckabee, enjoys nothing more 
than the limelight. On March 19th, backed 
by a high-school band and a choir singing 
Christian songs, he announced that he 
would run again for governor, a position he 
fell into almost by accident when Jim Guy 
Tucker resigned in the wake of Whitewater 
convictions. But then, on March 24th, came 
limelight of an unwanted and harrowing 
sort. The school shootings by two young 
boys in Jonesboro suddenly focused atten- 
tion on what Mr Huckabee, as governor ofa 
gun-happy southern state, was going to do 
to satisfy the bewilderment and anger of 
the whole country. 

As yet, he is not sure. He has set up a 
task-force to rewrite Arkansas's justice code 
for juveniles, but he has stopped short of 
calling for legislation that would lower the 
age (at present, 14) at which children in his 
state can be tried as adults. “The parent side 
of me says, yes, I would do it in a minute,” 
he says. "But there is the governor's side of 
me that has to look at this long-term and 
ask, 'Do we want to put a ten-year-old child 
in prison for life or put him to death? " He 
adds, almost hopelessly, that the potential 
for tragedy is always there *as long as peo- 
ple are out of sorts with themselves, each 
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other and their God." 

That is Mike Huckabee all over. Once he 
was a Baptist preacher—for two years he 
was president of the Arkansas Baptist State 
Convention—and the sermonising has not 
left him. His move into politics and away 
from religion (as work, at least) came in 
1992, when he ran against a popular long- 
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Huckabee leads them to the promised land 


UNITED STATES 


term Democratic senator, Dale Bumpers. 
He lost that election, but won a special elec- 
tion in 1993 for lieutenant-governor after 
Bill Clinton was elected president: a rare 
Republican victory in Arkansas. To be lieu- 
tenant-governor, Mr Huckabee had to 
abandon another bid for the Senate. Specu- 
lation had been circulating in recent 
months that Mr Huckabee, who is 42, 
might run for the Senate this year, but he 
opted instead to campaign for the job he 
knows best. 

Throughout his term, he has been called 
the "Reverend Governor’, a play on his 
meshing of God and politics, and the "acci- 
dental governor". He takes both as flattery, 
not criticism, and continues to combine 
church and state without apology. In a 
book he wrote in 1997 ("Character is the Is- 
sue: How People with Integrity Can Revolu- 
tionise America") Mr Huckabee explains 
that he "felt God's call to leave the pulpit 
and take my message into the political 
arena." In his campaign announcement, he 
called himself a “servant” and a “shep- 
herd". He says that no profession other 
than the ministry could have prepared him 
for his role as a politician. “As a preacher, I 
dealt with every imaginable human experi- 


ence. As a politician, you do the same. I can-. 


not, though, separate my basic value system 
from the job, and I am without apology for 
being a believer." 

His fervour has been noted. Last month, 
leaders of the Christian Coalition sug- 
gested that the next vice-president of the 
United States should be Mr Huckabee. In a 
presidential straw poll of 65 Christian Co- 
alition state chairmen and other officials, 
Mr Huckabee, a favourite speaker at Coali- 
tion conventions, came second only to 
John Ashcroft, a Republican senator from 
Missouri who is hugely popular on the 
right wing of the party. Yet Mr Huckabee 
claims no interest in the post. He also con- 
sistently denies a connection to the Coali- 
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tion. He says he has never been a member 
or a participant, though in January Ralph 
Reed, a former head of the Coalition and 
now a political consultant, did spend the 
night at the governor's mansion. 

As Arkansas becomes more politically 
conservative, Mr Huckabee (who, like Mr 
Clinton, is a native of Hope) seems assured 
of re-election. His probable Democratic ri- 
val, Bill Bristow, the state's leading crimi- 
nal-defence lawyer, has already attacked 
Mr Huckabee's ethics; he is accused of fail- 
ing to disclose various sums of money that 
were paid to him on his campaigns, and 
has refused to respond to subpoenas from 
the state ethics commission, which sued 
him in February. None of this, however, 
seems to be dimming the governors star. 

Even the Jonesboro shootings, terrible 
as they were, have given him an opportu- 
nity. What Arkansans have needed over the 
past week or so is less a governor (who 
would merely tinker with laws that most 
people approve of) than a pastor, who can 
hold hands and talk about God's will; and 
that is exactly what they have got. 





Political campaigning 


Ask nicely for 
those union dues 


SAN FRANCISCO 


HOULD union dues be usable, no ques- 

tions asked, for political campaigns? 
For years, on the supposition that union 
members shared the same (left-leaning) 
convictions, unions have used members’ 
money to elect pro-labour politicians and 
defeat anti-union legislation. Moreover, 
they have usually required members who 
object to leave their union. Proposition 
226, on the June ballot in California, would 
change all that. It would prohibit the use of 
any part of an employee's union dues for 
political activity in state campaigns unless 
such a move had specific written consent 
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COLUMBIA, SOUTH CAROLINA 


DARLA MOORE left ru- 
ral South Carolina and 
made a fortune on Wall 
Street as a specialist in 
bankruptcy financing. 
Last week the 43-year- 
old deal-maker went home to her alma 
mater, the University of South Carolina, 
when it named its business school after 
her in exchange for a donation of $25m. 
It was the latest example of a “naming 
opportunity" (or, as 
Slate on-line magazine 
brutally calls it, “mono- 
grammed giving”). 

As America’s thun- 
dering economy creates 
thousands of nouveaux 
riches, universities, col- 
leges, museums, librar- 
ies and other non-profit 
groups are urging the 
newly rich to immor- 
talise their names. Busi- 
ness schools do particu- 
larly well in the naming 
game, because their 
products tend to make 
more money than, say, philosophy grad- 
uates. Michael Price, a mutual-fund guru, 
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gave $18m last year to the University of 


Oklahoma, and can now visit the Mi- 
chael F. Price College of Business. For 
$10m, Emory University in Atlanta 
named its business school after the late 
Roberto Goizueta, former chief executive 
of Coca-Cola. 


Enterprise immortalised 





get the treatment. Todd Cohen, editor of 
the Philanthropy Journal, notes that at 
the new Hugh McColl Building (called 
after the chief executive officer of 
NationsBank) at the University of North | 
Carolina's Kenan-Flagler School of Busi- 
ness, nearly every item is named after 
somebody, from the bricks on the path- 
way as you enter the building to the seats 

in the auditorium. The New York Public 
Library is renaming its main reading 
room after the four chil- 
dren of a property ty- 
coon, Frederick Phineas | 
Rose: cost, $15m. And for | 
$10m a fashion designer, 
Bill Blass, has got his 
name on the library's 
catalogue room. 

The beneficiaries get | 
much-needed cash now | 
and, through their new 
connections, the pos- | 
sibility of more money 
later on. And the bene- 
factors’ reward is not 
confined to the silent 
witness of their names 
attached to bricks and mortar: they can 
win nationwide publicity as well as the 
thanks of the receiving institutions. Oc- 
casionally, though, the philanthropists 
get peevish. A wealthy New York couple 
took back their large donation to the 
Children’s Zoo in Central Park when 
they decided that the explanatory plaque 
was too small. Another set of donors had 


It is not only whole institutions that — to come to the zoo's rescue. | 


from the employee himself; and that con- 
sent would have to be renewed every year. 

Agitation for this measure goes well be- 
yond California. Republicans have long 
been annoyed that labour, as might be ex- 
pected, gives 11 times more in “soft 
money" (ostensibly for party-building 
activities) to Democrats than to Re- 
publicans. They are now arguing that 
much of this money is “coerced” from 
members, and is thus an infringement 
of free speech. In fact, of course, they 
object to the ends the money is used 
for: to protest against tax cuts, 
privatised pensions and school 
vouchers, and to promote the mini- 
mum wage. Republican congressmen 
tried to get a “Worker Right to Know 
Act”, virtually identical in its provi- 
sions to the California proposition, 
through Congress in 1996. They failed, 
but conservative groups in 20 states 
have taken up the fight. 


The California Labour Federation (the 
local branch of the trade union federation, 
the AFL-CIO) protests that the full weight of 
conservative pressure is now aimed at Cali- 
fornia, the first state to vote on the subject. 
Some 60% of the money for the initiative, 
they say, is coming from outside the state. 
But support is also home-bred. California’s 
governor, Pete Wilson, is the most promi- 
nent sponsor, and polls show that 72% of 
California’s voters, including most union 
members, favour the measure. 

If it were to pass, the AFL-CIO contends 
that it would cut labour's campaign spend- 
ing in California by 80%. That would 
greatly reduce its say in the November elec- 
tions for governor, Congress and state legis- 
lature, which would then diminish 
labour’s clout when congressional seats are 
reapportioned after the census in 2000. 

Yet the unions have a riposte up their 
sleeve. On March 19th, at the AFL-CIO’s 
council meeting in Las Vegas, they ap- 
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proved a resolution under which each of 
the country’s 72 unions would be asked to 
make a one-time contribution of $1 per 
member to the “mobilisation fund”. This 
fund (it should amount to $13m, if all the 
dollars come in) would be on top of the 
$15m already approved for political spend- 
ing this year, and it would be used espe- 
cially to defeat Proposition 226 in Califor- 
nia. Cleverly enough, the fund is devised to 
make it look as though every union mem- 
ber in the country has contributed; but, as 
usual, very few of them have actually been 
asked. 





Rural enterprise 


Still waters run 
deep 


FRANKLIN COUNTY, VIRGINIA 


ES before America's war of indepen- 
dence in the late 1700s, the gnarled 
men of English stock who settled the hard- 
scrabble hills and hollows of south-western 
Virginia were concocting home-made 
whiskey from sugar, malt, water and corn. 
More than two centuries later the tradition 
has blossomed into an illegal industry 
which supplies tax-free “white lightning" 
to unlicensed after-hours clubs along the 
eastern seaboard. 

Franklin County, in Virginia, is the ac- 


GARLAND, TEXAS 


HEN HON-MING had boldly set the 

date. God was supposed to appear 
on Tv Channel 18 round the world on 
March 25th. Having forewarned the faith- 
ful, God would then descend to the back 
yard of 3513 Ridgeland Way, Garland, 
Texas, on March 31st. When God did not 
show up, Mr Chen appeared before re- 
porters looking contrite, though still re- 
taining his prodigious powers of 
rationalisation. God had not shown him- 
self, Mr Chen explained, because he 
wanted to test his faithful by exposing 
them to ridicule. The Almighty would still 
descend, but not quite yet. 

The odd thing was not that Mr Chen 
persuaded 150 Taiwanese members of 
God's Salvation Church to move to Gar- 
land in the hope of being sucked up by 
God into a flying saucer made of tin cans; 
it was that American newspapers and 
television found the tiny sect worthy of 
headlines. Religion, alien abduction and 
prophetic movements related to the mil- 
lennium are now big news. A chance of 


_ Waiting for God. Oh 


knowledged moonshining capital of the 
world. From stills in this sparsely popu- 
lated swathe of pine stands and tobacco 
farms, as well as from hidden corners of 
neighbouring counties, at least 750,000 gal- 
lons (2.8m litres) of untaxed hooch a year 
are sealed in glass jam-jars and plastic jugs 
and sneaked up the interstate highway for 
sale in Baltimore, Philadelphia, Washing- 
ton, DC, and New York city. 

A raid in late March by the Virginia au- 
thorities was a reminder of the scale of the 
illicit booze business. Searching fora still in 
the woods of Franklin and Pittsylvania 
Counties (the first named after Benjamin 
Franklin, a noted bon vivant, and the sec- 
ond after William Pitt, the first Earl of Chat- 
ham) officials of the state's Department of 
Alcoholic Beverage Control happened on a 
cache of 3,500 gallons of moonshine. It was 
the biggest haul in at least two decades. 

Manufactured for about $3 a gallon, the 
clear, pungent whiskey—some of it occa- 
sionally contaminated by sloppy distill- 
ing—is sold for $20 or more. But this is not 
just an exercise in backwoods chemistry. 
Bootlegging denies state and federal trea- 
suries the $25 in taxes levied on every gal- 
lon of legitimate liquor: it is thus, to the au- 
thorities, theft. Officials claim their revenue 
losses approach $20m a year. An illegal dis- 
tiller was this year sentenced to ten years in 
prison for attempting to bribe a state liquor 
agent. It is no wonder that, in the banjo-like 
patois of rural Virginians, alcohol agents 
are disparaged as “revenoors”. 


mass suicide—as with the Heaven’s Gate 
cult in San Diego last year, or in the in- 
ferno of the Branch Davidians in Waco— 
tempts the networks to give air-time to the 
strangest groups, just in case they do 
something horrible on a large scale. 

Mr Chen never looked likely to seek 
an early grave. Nonetheless, his sect made 
for good television. His disciples wear 
white smocks with white cowboy hats, 
and believe that God will manifest him- 
self as an exact replica of Mr Chen, distin- 
guishable from their master only by his 
better sense of humour. The sect also pre- 
dicts the collapse of the financial markets, 
tidal waves that will swallow much of 
China, and an imminent nuclear war, 
from which God will nonetheless rescue 
humanity if it assembles quietly in Gary, 
Indiana. 

Still, the journalists were made to look 
almost as silly as Mr Chen. Only Garland, 
a town even its citizens dismiss as dreary, 
emerged with credit, in both senses of the 
word. The city elders, stoic and tolerant, 
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Once there was romance to moonshin- 
ing. When liquor-by-the-drink was illegal, 
hooch was served at the best addresses, in- 
cluding—legend has it—the governor's 
mansion in Richmond. Police and bootleg- 
gers engaged in elaborate games of cat-and- 
mouse, Stills were extravagantly camou- 
flaged, even as cemetery plots: old pictures 
show these plots uncovered, with neat rows 
of glass flagons winking in the light. Some 
cops adhered to a gentlemen’s code, arrest- 
ing bootleggers only if they caught them 
red-handed. A lawyer from Rocky Mount 
who has defended moonshiners recalls the 
complaint of one nabbed by an agent using 
binoculars: “It ain't fair. They didn't see me 
with the naked eye.” 

Now, says the federal attorney for west- 
ern Virginia, the moonshine industry is not 
content with illegal liquor; it is branching 
into other criminal enterprises, including 
drugs. One of the state's biggest bootleggers 
was charged in 1993 with conspiring to 
manufacture amphetamines and distrib- 
ute cocaine. Violence is common. Bootleg- 
gers are often heavily armed, and string 
booby traps through their stills to trip up 
the authorities. Hooch-makers subscribe to 
a Mafia-like vow of silence, and war on 
those who betray it. This year a member ofa 
legendary moonshining clan was accused 
of fatally shooting his brother. Forget rustic 
buffoonery; the modern bootlegging life, a 
local prosecutor has said, is “like a John Le 
Carré novel", 





Now moving to Michigan 


cordoned off Mr Chen's neighbourhood 
to all but residents and the accredited 
press, and provided journalists with 
handy fact-sheets on the local sights. Resi- 
dents in the divine neighbourhood, 
meanwhile, rented out their driveways to 
television trucks. They may almost be 
sorry to hear that Mr Chen is moving his 
church to Michigan, where he has it on | 
good authority that, on a certain date... 
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| cigarette taxes enough to raise the 


_ shoulder with the senators and 
joined in the selling of the 
| scheme. But the next day he sat in 





Mike Moore's frustration 


WENTY-FIVE years ago, Mike Moore wore his hair long and 

played in a rock band at Ole Miss, the state university of Mis- 
sissippi. Then he figured there was “not much room for medio- 
cre keyboard players"; so he got a haircut, went to law school, 
and became the youngest attorney-general in Mississippi for 75 
years. He dresses well, looks good, professes faith in work and 
family; he is a conservative, a Democrat, ambitious, southern; he 
is Bill Clinton without the scandals. In his earnestness and ele- 
gance, the Mike Moore of 1998 seems a world away from that 


|, counter-cultural pose of youth. Yet he is still fighting the estab- 


lishment; and the part of the establishment that irks him most 
just now is the political world of Washington. 

This marks a change. For the 
past five years, Mr Moore's de- 
clared enemies have been Ameri- 
ca's tobacco firms; and on March 
3oth he sounded particularly ear- 
nest as he took part in a press con- 
ference to announce a grand ciga- 
rette-bashing concordat. After 
months of wrangling, Republi- 
cans and Democrats in the Senate 
appear to have united behind a 
tobacco bill that would increase 


price of a packet by $1.10 over five 
years, restrict advertising aimed 
at children, and penalise tobacco 
firms if these measures fail to re- 
duce teenage smoking. 

Mr Moore stood shoulder-to- 


his hotel lobby with no senators 
in sight, and let offsteam about the frustrations of politics in the 
capital. 

No Washington politician, as Mr Moore points out, would 
have taken on tobacco unless he had done so first, and by a tactic 
that cocked a snook at conventional politics. Back in 1993, when 
Mr Moore began his anti-smoking crusade, he did not lobby for 
regulation in Washington, nor even in Jackson, the capital of 
Mississippi. Instead, he sued 13 national tobacco companies, the 
tobacco wholesalers and the tobacco marketing men in Pasca- 
goula, his home town, a sleepy Gulf coast port of 26,000 people. 
There, an obscure judge more used to hearing petty land dis- 
putes listened to his complaints: that the tobacco firms deliber- 
ately appealed to children, that their products caused thousands 
of premature deaths every year. The cigarette merchants pleaded 
their case, too; but their lawyers had New York accents and New 
York clothes, and the judge was not persuaded by them. And so 
the judge sided with Mr Moore, handing anti-smokers their first 
legal victory. 

Fired by this win, Mr Moore, in tandem with another Missis- 
sippian crusader-lawyer, Dick Scruggs, set off around the coun- 
try in MrScruggs's Learjet, persuading attorney-generals in other 
states to file similar suits. Each one attacked the tobacco industry 
for burdening state health programmes with huge costs, and de- 


| manded millions in compensation. This coalition drove the to- 


bacco companies to seek a settlement out of court, prompting 
the negotiations that ultimately culminated in this week's Sen- 
ate deal. And so victory in a Pascagoula court has brought the 





possibility of the biggest change to America's public-health pol- 
icy in years. There could scarcely be a better illustration of the 
spectacular decentralisation of American politics. 

In some ways, Mr Moore's Pascagoula ploy is unexotic. In the 
early 1970s, when he still had long hair, another generation of 
lawyers sued in far-flung courts, establishing an entitlement to 
welfare, and entrenching affirmative-action programmes for 
blacks and women. When Mr Moore became attorney-general, 
almost his first act was to stop Mississippi resisting every such 
lawsuit filed against it. Yet the anti-smoking campaign differs 
from these past battles in one respect. In the past, liberal reform- 
ers feared that public opinion was against them, so they resorted 
, tothe courts rather than trying to 

/ push legislation through Con- 
| gress. In Mr Moore's case, public 
opinion is on his side. But, per- 
versely, this may not make it any 
easier to get bills passed in Wash- 
ington. 

In the first round of negotia- 
tions with the tobacco firms, 
which ended last June, Mr Moore 
and his allies struck a deal that 
curbed the industry's legal liabil- 
ity in exchange for its commit- 
ment to restrict advertising, and 
for its willingness to submit to 
penalties if under-age smoking 
did not fall substantially. The deal 
also ended the sale of cigarettes 
through vending machines, and 
secured a number of other vic- 
tories for tobacco opponents. Ac- 
cording to polls commissioned 
by Mr Moore, two in three Ameri- 
cans supported this settlement. But Congress was not content to 
nod it through casually. 

In Mr Moore's view, his fellow Democrats are guilty of de- 
manding tougher anti-tobacco rules so as to delay the passage of 
the deal. This, goes the logic, will keep tobacco in the news up to 
November's elections—when it may help Democrats regain the 
House, since Republicans have accepted so much more money 
from tobacco firms that their popularity dips whenever tobacco 
is mentioned. The Republicans, meanwhile, are even more cyni- 
cal. Determined to shake their cigarette-friendly image, they try 
to sound tougher on tobacco than the Democrats. Newt Ging- 
rich, the House speaker, has declared himself sceptical of limit- 
ing the legal liability of tobacco firms. The fact that he also sup- 
ports tort reform which would limit product liability ofall kinds 
does not seem to trouble him. 

As a result, this week's Senate deal is harder on the tobacco 
industry than the one negotiated last year by Mr Moore; and this 
may kill all hope of settlement. For the tobacco firms are leaping 
up and down in Washington, hollering that they have been be- 
trayed; and, without their co-operation, no reform is possible. 
The restrictions on advertising, like the penalties if child smok- 
ing does not decline, cannot be imposed on the industry against 
its will, for this would be unconstitutional. The industry's volun- 
tary acceptance of these measures therefore needs to be pur- 
chased, which means some compromise. You might think that 
the denizens of Congress would appreciate this point. Appar- 
ently, it takes a lawyer from Pascagoula to remind them of it. 





| 
| 
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There was once a very wise man in 

a far off land who discovered an ingenious 
means of passing through solid walls. 

Can you guess his secret? 
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UNDERSTANDING LOCAL CULTURE 


The ways of the world are often perplexing. Seen from afar, the local customs of faraway places 
seem unfathomable. Yet often, cultural differences are more perceived than real: walls erected against 
outsiders to engender mysteries where none really exist. 

At Paribas, our guiding discipline is to combine the financial strength of a global giant with the 
cunning of local insight to break through the barriers of cultural differences in order to distinguish between 
real differences and those that are merely perceived. 

Internationalism is a defining element of Paribas culture. Founded over 125 years ago, Paribas 
has built a formidable international structure. With an organisation based on investment banking and 
industrial sectors, no other bank can equal its experience in crossing Financial frontiers. 

Paribas Advisory Services concentrates on developing areas of specific expertise. By anticipating 
our clients’ needs before they occur we are able to leverage the bank's resources to provide more 
pertinent, more comprehensive and more innovative solutions. 

Which brings us to the problem of the wall and the conclusion that the wise old man believed 
just as much as we do in the wisdom of simplicity. His secret method of passing through solid walls? 
It's a door. http://www.paribas.com 
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THE AMERICAS 


Venezuela's colonel sticks 


to his guns 


CARACAS 


Latin America's military regimes have gone. But there are still brasshats who 
dream of power—won through the ballot-box. In Venezuela, for exam ple 


IX years ago, as an army colonel, he at- 

tempted a coup against Venezuela's 
then president, Carlos Andres Perez. He 
failed. But in December Hugo Chavez, now 
retired, may yet win through the ballot-box 
what eluded him in 1992. Far from having 
retreated into disgrace and obscurity, he is 
running for the presidency, and strongly. 

For many months, the clear leader in 
opinion polls had been Irene Saez, a for- 
mer Miss Universe and these days mayor of 
Chacao, a prosperous district of Caracas. 
Now her candidacy seems to have self-de- 
structed even before it was officially 
launched, and the charismatic colonel has 
overtaken her. Though the latest polls still 
give him only a smallish lead, the momen- 
tum is clearly his, while Miss Saez has 
steadily fallen back, amid differences 
among her advisers. 

Colonel Chavez's forward surge is due 
toclever marketing and a populist message. 
He, unlike any of his rivals, is ardently 
courting Venezuela's poor, some four-fifths 
of the electorate, and he is the only candi- 


date campaigning in the slums that sur- 
round most Venezuelan cities in order to 
do it. And though the prospect of a Presi- 
dent Chavez worries his upper-class coun- 
trymen—and foreign investors with them— 
his message has a strong appeal. Some Ven- 
ezuelans have clearly suffered since Presi- 
dent Rafael Caldera and his government 
belatedly embraced pro-business reforms 
in 1996. Many more are yet to benefit. Colo- 
nel Chavez, who alternates between power 
suits and army fatigues, talks to these peo- 
ple of the issues that concern them, such as 
their jobs or lack of jobs, and the way their 
wages have fallen behind prices. 

He talks too of corruption. This is a sore 
point with many Venezuelans. Part of the 
populist rhetoric that brought Mr Caldera 
to office four years ago was a promise to 
clean up corruption, but it has not hap- 
pened. Indeed many reckon that corrup- 
tion has grown, under the seemingly blind 
eye of Mr Caldera. 

That provides ammunition for el co- 
mandante, as Colonel Chavez is known. 





Chavez appeals 


He is promising to clean up the govern- 
ment—and unlike his opponents, he is 
ready to say how. For a start, he would hold 
a referendum to say yea or nay to a new 
constituent assembly, to reform the con- 
stitution. If the voters approved, after elec- 
tions for the assembly both Congress and 
the judges would be dismissed. And a good 
thing too, say many Venezuelans, who 
think their legislature and their judiciary 
alike bent as fish-hooks. 

What worries foreign investors is Colo- 
nel Chavez's stated intention to review all 











Hugo Chavez is not Latin America's only ex-officer with 





many Ecuadoreans, “he won the war.” But he is no sabre- 


ve 





dreams of elected power. One has achieved it. General Hugo 
Banzer (left), Bolivia’s 1971-78 dictator, was elected president 
last year—and apologised for his past regime’s misdeeds. 
General Harold Bedoya (second left) lost his post as Colom- 
bia’s armed-forces commander last year. He opposed what 
he saw, and sees, as governmental softness toward the guer- 
rillas: “You don't make deals with criminals." Early support 
for his presidential hopes has waned: recent polls give him 
only 9%. General Paco Moncayo (middle) headed Ecuador’s 
armed forces during a brief border war with Peru in 1995. To 


rattler, and has worked for peace since. He also played a role 
in the coup—congressional, not army—that overthrew the 
elected (and corrupt) President Abdala Bucaram last year. 
Now retired, he heads the congressional list of a would-be 
president. Paraguay’s highest court has just confirmed its for- 
mer army chief, Lino Oviedo (second from right), as the presi- 
dential candidate of its ruling party, and polls give him 45%— 
all within weeks of a ten-year sentence for his not-quite coup 
in 1996. Does even Cuba’s defence minister, General Raul 
Castro (far right), dream of real elections? Watch that hat. 
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Brightening up 


ND how do Latin Americans in 
general feel about their democra- 
cies and their economic prospects? 
Answer: rather more cheerful than 
they did a couple of years ago. But 
there are revealing differences be- 
tween countries: support for authori- 
tarianism has jumped in Paraguay, 
where a general is running for presi- 
dent, and in Ecuador, where an un- 
popular elected president was turfed 
out with military acquiescence. 

So says a 17-country opinion poll 
co-ordinated by Latinobarometro, a 
Chilean organisation. The poll, taken 
in December, shows that around two- 
thirds of respondents see democracy 
as the best system of government, a tri- 
fle more than in Latinobarometro's 
previous poll, taken in 1996. But the 
average conceals a wide range. In 
calm, developed Uruguay, 86% of re- 
spondents accept this idea; in not 
quite so calm and less developed Bra- 
zil, only 50%. In Paraguay, 44%, 
against 59% in 1996; in politically cha- 
otic Ecuador 41%, down from 52%. 

Encouragingly, the poll suggests 
some Latin Americans are much hap- 
pier than they were with the way their 
own democracies work in practice. In 
Central America, 49% were satisfied, 
up from 27% last time. In Mexico, per- 
haps because of a first-ever win for the 
opposition in congressional elections, 
satisfaction had risen to 45% from the 
previous dismal 11%. 

Even so, in most South American 
countries, less than 40% were satisfied 
with the workings of democracy, 
showing how much still remains to be 
done to strengthen it. The only coun- 
try where people showed less ap- 
proval of democracy than before was 
Peru, down from 28% to 21%. Yet Peru- 
vian respondents were among the 
most confident that their country was 
progressing, suggesting they see Presi- 
dent Alberto Fujimori as an effective 
authoritarian. 

Will it last? This slightly kinder 
view of democracy probably owes 
much to Latin America’s strong eco- 
nomic performance last year. As 
growth slows this year, that may leave 
governments with a problem of raised 
expectations: the poll found that in 
many countries at least one respon- 
dent in three expects to be better off 
this year than last. Building confi- 
dence in Latin American democracy 
remains a long-term affair. 
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contracts involving the sale of public-sector 
enterprises. Each one, he says, would be re- 
viewed on its own merit, but that is no reas- 
surance to those who have bought, those 
who might buy or even those who want 
only to develop assets of their own. Nor is 
Colonel Chavez's talk of reintroducing—if 
need be—some of the price controls lifted 
two years ago. He also talks of holding back 
the state oil company's $68 billion ten-year 
investment programme. 

Many Venezuelans, in fact, do not care 
much what he talks of. What they see in Col- 
onel Chavez is the one candidate capable 
of decisive leadership, in stark contrast to 
Mr Caldera, whose term in office has been 
marred by vacillation and inaction. In con- 
trast also to the country's two big parties, 
both of which have been torn apart by lead- 
ership struggles. Already el comandante's 
opponents are hinting at uniting behind a 
single candidate to head him off. 

For many Venezuelans, the real prob- 
lem is what would happen were the colo- 
nel, heading for victory in December, to be 
cheated of it by the country's armed forces 
and the entrenched political elite. Venezue- 
lan elections are notoriously corrupt, and 
the supreme electoral council, charged 
with overseeing the elections, is staffed by 
hacks from the two main parties. If there is 
widespread electoral fraud, or if he can 
claim there is, Colonel Chavez and his sup- 
porters may take to the streets. 





Panama 


A bull in 
a china shop 


PANAMA CITY 


RIENDS and foes alike nickname him el 

toro, the bull. And this year President 
Ernesto Perez Balladares has been throw- 
ing his weight around. First he announced 
that he would seek a change in the constitu- 
tion to let him run for a second five-year 
term in 1999. Now another constitutional 
amendment has gone through the first of 
three votes in the legislature. Few have 
noted it, but this "administrative reform" 
bill could severely curtail civil rights, nota- 
bly those of the media. 

Anyone—journalists included, foreign 
or domestic—who "incites violent protest" 
would risk arrest, fines of $1,000-5,000 and 
up to two months in jail. One clause would 
make it an offence to wear paramilitary 
clothing, such as fatigues or hiking boots. 

Is el toro a neo-liberal bull in a demo- 
cratic china shop, determined to quash op- 
position and reign into the new millen- 
nium as lord of the canal (and serf of the 
United States)? Yes, and worse, say his ri- 
vals. "We're returning to the days of [Gen- 


eral Manuel] Noriega, when we weren't al- 
lowed to protest, when we went into exile 
or got killed by the army,” says Jorge Gam- 
boa Arosemena, leader of one of the ump- 
teen groups that oppose both Mr Perez Bal- 
ladares's desire for re-election and the plan 
for American troops to remain in Panama 
thinly disguised as part of a "multilateral 
counter-narcotics centre". 

The centre will be put to a referendum 
in October. The change to allow the presi- 
dent to run for re-election has first to get 
through the legislature, where, with a coali- 
tion partner, his Revolutionary Democratic 
Party (PRD)has a small but solid majority. It 
will then go to a referendum in December. 
A bull he may be, but Mr Perez Balladares 
cannot just shove his wishes through. 

Not that democracy is exactly a tradi- 
tion in the Panamanian china shop. After 
its American-inspired split from Colombia 
in 1903, Panama was for decades run, un- 
der American tutelage, by "the families", a 
small political elite. In 1968 came an army 
coup, led by the (soon-to-promote-himself) 
General Omar Torrijos. After his death in 
an air crash in 1981, two chaotic years 
brought General Noriega to power. An 
American invasion force in turn removed 
him in 1989, and installed Guillermo En- 
dara, the probable real winner of a rigged 





THE ECONOMIST APRIL 4TH 1998 


election held earlier that year. 

Five more years of chaos followed. Mr 
Perez Balladares and his party—one fa- 
voured, in his day, by General Noriega—fell 
out with their labour friends in 1995, when 
the president, in a radical shift, set out to 
modernise Panama's state-led and much- 
monopolised economy. Strikes and pro- 
tests soon became riots, with several people 
killed and hundreds injured. Protests are 
common these days on many issues: re- 
election, the anti-drugs centre, health pri- 
vatisation, mining, indigenous rights. 

That is the background to the “adminis- 
trative reform". Juan Alberto-Arias, a direc- 
tor at La Prensa, accepts parts of it, such as 
its ban on carrying firearms at protests. But 
he damnis its risks for the press: "It's mov- 
ing towards civilian dictatorship,” he says. 
He recalls the case of Gustavo Gorriti, a se- 
nior journalist on his paper and exposer of 
scandal in high places. A Peruvian, Mr Gor- 
riti last year was refused renewal of his 
work permit, after the government dredged 
upan ancient law banning foreigners from 
top posts on Panamanian newspapers. He 
won his permit in the end, when the affair 
became a bigger embarrassment than his 
stories could be. But the warning is there. 

Many wonder where Mr Perez Balla- 
dares will stop. Mr Alberto-Arias asks, “If 
you get the constitution changed to allow 
your re-election, what stops you changing it 
again?"—as President Carlos Menem's ad- 
mirers talk of doing in Argentina, and as Al- 
berto Fujimori has actually done, if not in 
precisely that way, in Peru. 





The Camisea 
shock 


JIMA 


OTHE world, it was hardly a story at all. 

Oilmen no doubt noted it, but in their 
sloom of fallen prices, it was just one of an 
nvestment decision postponed—if post- 
ooned indeed it turned out to be; these 
things happen in the best-managed compa- 
nies and to the happiest and most prosper- 
dus economies. But to Peru the news that 
Royal Dutch/Shell wanted to delay a deci- 
sion whether or not to go ahead with the 
»otentially giant Camisea gas field came as 
in earthquake. 

For Peru these days—through little fault 
of its own—is not the happiest of econo- 
mies, nor the most prosperous. Some of its 
»eople have taken a savage battering from 
21 Nino, and its economy quite a blow: 
arms, roads, small businesses and homes 
iave been swept away, factories ready to 
vork have found supplies could not reach 
hem—some bridge was down, some road 
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blocked by a landslip. On top, Asia’s trou- 
bles have taken their toll on an economy 
still heavily dependent on mining, in lower 
metals prices and less enthusiasm to invest. 
And Camisea, though production was still 
some years off, was seen as the jewel in the 
cornucopia of foreign investment that was 
to bring President Alberto Fujimori's 25m 
fellow-citizens a better life. Not just a jewel, 
either, but a magnet, drawing in with it all 
manner both of foreign investment and of 
local development. 

It may yet doso. But the Shell subsidiary 
that is to develop the gas fields east of the 
Andes, is expected to seek the government's 
blessing—as, on conditions, it is entitled 
to—to postpone by six months a decision 
on whether to go ahead with developing 
Camisea or not. 

The news was leaked last week—from 
within government, it seems—to Peru's 
leading financial newspaper. It came close 
on the heels of postponements to two big 
mining projects, one Chilean, one Cana- 
dian. Officials have been running around 
privately this week to find out exactly what 
Shell is up to and publicly to assure the 
world that it is nothing too terrible. 

Shell discovered Camisea, potentially 
Latin America’s biggest natural-gas and 
condensates fields, in pristine inland jun- 
gle in the early 1980s. But it was not until 
1996 that Shell and Mobil, its minority 
partner, signed a contract with the govern- 
ment. It obliges them to say by May 16th 
whether they plan to go ahead with the pro- 
ject. But it allows them to request a six- 
month postponement, given solid tech- 
nical reasons. A spokesman for Shell's local 
prospecting and development subsidiary 
said this week that it had not made a formal 
request, but was preparing a technical re- 
port detailing the reasons for one. 

Shell was drilling appraisal wells before 
taking a final decision. In early March, one 
of these found geological conditions cast- 
ing doubt on the company's output fore- 
casts. It decided to drill in another area. All 
the drilling equipment would have to be 
airlifted to the new site. That would take a 
month, and fresh drilling another two. 
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Perupetro, the government licensing 
body, has said it accepts that Shell has the 
right to seek delay, given it has sufficient 
reason. But the energy minister, Daniel 
Hokama, appeared on Wednesday to be 
applying pressure on the company. The 
reason had to be “very serious", he said— 
"and we still don't know what it is.” Mean- 
while, Shell executives from Peru this week 
were meeting their bosses in Europe. 

In Lima, managers remain upbeat. A 
six-month delay in the decision would still 
let Camisea gas reach the coast in 2001, a 
year ahead of the contractual date, they say. 
Anyway, this is a project for decades, not 
next week. And, late or not, its implications 
for Peru would indeed be huge. 

Beside their own investment—put at 
nearly $300m in the first year, and ulti- 
mately ten times as much—Shell and its 
partners have flown in foreign bankers and 
heavyweights of the world petrochemicals 
industry to sell them the project. Shell fore- 
sees a gas processing plant and two side-by- 
side pipelines across the Andes toward 
Pisco, where Shell sees scope for a world- 
scale petrochemicals park. From Pisco a gas 
line would go up the coast to Lima. Another 
pipe would extend to the port of Ilo, further 
south, a centre for mining activity, which 
could be the export terminal for markets on 
the Pacific rim. Shell reckons the project 
could attract up to $8 billion in additional 
investment in industries and infrastruc- 
ture associated with its gas, including $3 
billion from the petrochemicals industry. 

Last September, Shell signed an agree- 
ment with a consortium made up of Bech- 
tel, a big multinational engineering firm, 
Odebrecht, of Brazil, and a Peruvian firm, 
COSAPI, to design and build the facilities to 
bring Camisea's output to the market. The 
market itself too has to be built: natural gas 
is not the natural thing in Peru. But Shell, 
though it has met some scepticism from 
mining companies, says it has already 
signed eight agreements with potential in- 
dustrial customers, and is urging that 
power plants convert to gas. 

All of this would bring Peru far more 
than money. What it needs, like any poor 
country, is the skills that should grow as in- 
vestment does. Of course there may be a 
downside: Shell swears blind it will be 
environmentally and socially responsible, 
and a network of local non-governmental 
organisations is readying itself to see that it 
happens—as many outsiders doubt. 

The government can be forgiven if it 
worries less about that than virtuous folk in 
rich countries think it should. It has other 
concerns—and fears. Six months delay in a 
decision would be a pity, not a disaster. But 
can it be sure what the decision will be? It is 
very hard to imagine Shell pulling out. Yet 
manya marriage that was "put off" in Janu- 
ary has turned out to be off by June. 
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Seize the Chicago 


advantage 


Advance your career while you work by earning a world-renowned 
M.B.A. degree 

* in 11 one- and two-week modules spread over 18 months 
(ten in Barcelona, one in Chicago) 

* taught by the distinguished Chicago business school faculty, a group 
that includes several Nobel Prize winners 

* with an elite group of international managers. (More than 30 
countries are represented in our most recent class.) 
Places are limited. So get one step ahead—request an application 


now. The next class starts in July. 
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Send off the referee, says Israel 


JERUSALEM 


America’s envoy goes home without breaking the peace-process deadlock 


INYAMIN NETANYAHU has thumbed 
his nose at the Clinton administra- 
tion’s latest bid to salvage the Israeli-Pal- 
estinian. peace process. So what will the 
Americans do about it? Not much, hopes 
Israel's prime minister. Not much, fear the 
Palestinians and the Israeli peace camp. 
The State Department's tireless media- 
tor, Dennis Ross, spent four frustrating 
days shuttling between Mr Netanyahu in 
Jerusalem and Yasser Arafat in Gaza, leav- 
ing on March 30th without breaking the 
year-long stalemate in negotiations, and 
with his boss, Madeleine Albright, speak- 
ing of the administration’s mounting frus- 
tration. But Mr Netanyahu and his aides 
strove to put a less apocalyptic spin on the 
Situation. Mr Ross “did not go home 
empty-handed”, the prime minister as- 
serted. He might soon return, an aide 
hinted. It was “an over-dramatisation” to 
speak of a crisis or confrontation between 
America and Israel. 
Mr Ross’s mission appeared to come 
unstuck when Mr Netanyahu, besieged by 
his coalition hardliners, refused to discuss 
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the geography and arithmetic of an Ameri- 
can proposal that Israel should cede 13.1% 
of the West Bank as the second stage of its 
three “further redeployments” from the 
area. In fact, the main problem is less a per- 
centage point here or there but rather the 
Palestinian demand, embraced by the 
Americans, that the United States should in 
effect act as referee in monitoring both this 
and the third redeployment stage. 

Under the 1993 and 1995 accords, Israel 
is required to withdraw, in stages, from all 
of the West Bank except for East Jerusalem, 
the Jewish settlements and “specified mili- 
tary locations" (specified, according to the 
Likud government's interpretation, by Is- 
rael alone). But there have been no with- 
drawals since January 1997, when Israeli 
forces withdrew from most of Hebron, thus 
completing the transfer of all the large Pal- 
estinian towns in the West Bank to the Pal- 
estinian Authority (PA). Some 27* of the 
West Bank is in Palestinian hands, along 
with 70% of the tiny Gaza strip. 

Israel accuses the Palestinians of failing 
to live up to their commitments on secu- 


rity. The American proposal tries to accom- 
modate this by splitting the 13.1% pullback 
into sub-stages, making each of them con- 
tingent on tangible Palestinian compli- 
ance. Israeli demands include: tougher 
measures against suspected Hamas terror- 
ists; a reduction in the number of police- 
men (though the PA says it needs the extra 
men to quell the Islamists); closer security 
co-operation with Israel; and abrogation of 
the Palestine National Covenant (Mr Arafat 
says it is abrogated, but he is ready to abro- 
gate it again). The whole stage, if all went 
well, would take 12 weeks. 

The Palestinians want a tripartite com- 
mission of Americans, Israelis and Pal- 
estinians to monitor compliance. They fear 
that otherwise Mr Netanyahu is bound to 
find pretexts for not redeploying his troops. 
They also want similar tripartite machin- 
ery to govern decisions on how, when and 
where the third redeployment is to take 
place later this year. 

Israel is balking at the 13.1% figure, in- 
sisting that its security cannot brook more 
than a single-digit redeployment. It insists, 
too, that the third redeployment must be 
subsumed in the permanent-status talks, 
which, it proposes, should start forthwith. 
Above all, Israel does not agree to a referee- 
ing role for America, fearing, probably with 
good reason, that it might side with the Pal- 
estinians in interpreting the accords. 

Spurning America’s good offices, and 
implicitly impugning its goodwill, are 
plainly an awkward corner for Mr Netan- 
yahu to be painted into. But there could be 
worse to come. Mrs Albright, in a stern tele- 
phone remonstration with American Jew- 
ish leaders last week, warned them that the 
United States might decide, out of frustra- 
tion, to disengage from the peace process 
altogether. She repeated this warning, in no 
uncertain terms, at a press conference for 
Qatars foreign minister on April ist. 
Though Mr Netanyahu would like nothing 
more than to be left in peace from Mr Ross's 
visits, he cannot regard with equanimity 
the prospect of the Americans turning their 
back on the entire process—a development 
that could affect Israel's position as Ameri- 
ca's strategic ally. 

Another ominous possibility for Mr 
Netanyahu, under discussion in Washing- 
ton, has Mrs Albright, or President Clinton 
himself, presenting the American proposal 
officially, and publicly fingering Israel as 
the recalcitrant party. The Palestinians 
have indicated their acceptance of the pro- 
posal: although it falls short of what they 
expected to get, they hope that an Ameri- 
can-monitored third redeployment would 
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bring them substantial territory. 

Mr Netanyahu gave warning this week 
that for the Americans to go public would 
be to “blow up” the peace process. He has 
mobilised his many friends on Capitol Hill 
and in America’s Jewish community, and is 
allowing his aides to say he will fight the 
administration if he has to. Indications 
from Washington, however, are that not 
many Republicans nor many Jewish activ- 
ists are anxious to join the fray. 

In any event, Mr Netanyahu hopes they 
will not need to. His expectation is that Mr 
Clinton, weakened by scandal, will let 
things be, while he himself continues to 
mollify his hard right with new settlements 
and pacify his soft centre with professions 
of loyalty to Oslo. Meanwhile, Israel’s 
prime minister attempts to turn public at- 
tention elsewhere. On April ist, his inner 
cabinet held a much-advertised discussion 
of a new Israeli initiative to end the army's 
increasingly unpopular occupation of a 
slice of southern Lebanon. And the govern- 
ment is straining to invest the jubilee cele- 
brations of Israel’s independence, which 
reach their climax later this month, with 
both pomp and popular appeal. 





RAMALLAH 


NDER Israeli occupation, Palestin- 

ian women were told, usually by 
male leaders, that their liberation would 
come once “the national question” was 
resolved. At the height of the intifada (up- 
rising), women in Gaza were forced by the 
Islamist Hamas movement to cover their 
heads with white headscarves or 
veils. This was supposed to be evi- 
dence both of their piety and 
| their nationalist rectitude (“the 
| unveiled are collaborators of a 
kind” was one of the more odious 
slogans of the period). With the 
signing of the 1993 peace agree- 
ment and the establishment of 
the Palestinian Authority, many 
Palestinian women began to 
hope that the day of law rather 
than order had arrived. It hadn't, 
but now, at last, something seems 
to be happening. 

Or, at least, a debate has be- 
gun. People are asking questions, 
in public and in the press, about 
the legal status of women in a future Pal- 
estinian state. Should family law, on mar- 
riage and divorce, be based on the Islamic 
sharia code (as now) or on civil law? If the 
sharia is to be kept, can it be updated so 
that a woman can seek a divorce if her 
husband takes a second wife? Can the 
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Iran and Saudi Arabia 


The best of 
buddies 


TEHRAN 


ING FAHD of Saudi Arabia used to be 

demonised by Iran for his ties with 
America, for bankrolling Saddam Hus- 
sein's war against Iran and for the treat- 
ment of Iranians making the haj, the an- 
nual pilgrimage to Mecca. In 1987, after 
several hundred Iranian pilgrims were 
killed in clashes with Saudi security forces, 
Ayatollah Khomeini, founder of Iran's Is- 
lamic revolution, said that he might one 
day forgive Saddam, but never King Fahd. 
Khomeini's successors, however, appear to 
be more indulgent. 

Instead of accusing their neighbour of 
harbouring a corrupt and Americanised 
form of Islam, Iran's leaders now call Saudi 
Arabia an important pillar of the Muslim 
world. Ali Akbar Hashemi Rafsanjani, a for- 
mer president and now an adviser to Iran's 
spiritual leader, Ayatollah Ali Khamenei, 
made a two-week trip to Saudi Arabia last 


Palestinian women throw off their veils 


marriage age be raised to 18, so girls can 
finish school? 

Behind this tumult is a campaign 
launched by the Women's Centre for Le- 
gal Aid and Counselling (WCLAC), a Pal- 
estinian body based in the West Bank. Im- 
patient at the slow pace of legal reform 





Watch out, chaps 


enacted by the Palestinian Legislative 
Council (PLC), which was elected in 1996 
but has yet to ratify a basic law for the 
autonomous areas, the WCLAC last week- 
end held its own "model" parliament. 

Its proceedings were broadcast live on 
Palestinian television. The 88 (male and 


month, the first visit by a senior Iranian 
since the revolution. His trip, he said, had 
melted a “mountain of ice”. When Crown 
Prince Abdullah of Saudi Arabia repre- 
sented his brother, the king, at an Islamic 
summit last December, he was treated rev- 
erently as guest of honour. 

The Saudis used to fear Iran as an ex- 
porter of the "revolution of the oppressed 
masses". In particular, they were deeply dis- 
trustful of Iran's efforts to politicise the haj, 
at which millions of Muslims from around 
the world converge each year, by holding a 
"disavowal of the pagans" rally against Is- 
rael and America as part of the ceremony. It 
was this sort of demonstration that turned 
bloody in 1987. 

For this year's haj, which reaches its cli- 
max on April 6th, Iranian officials turned 
down the rhetoric, barely mentioning the 
ritual demonstration. The Saudis, for their 
part, have raised the quota for Iranians: 
around 85,000 are making the pilgrimage 
this year compared with the 60,000 or so 
who have gone in recent years. Moreover, 
they will be allowed to perform their own 
distinct Shia prayers. Even so, Iran claimed 
last week that some of its pilgrims in Saudi 
Arabia had been harassed at their devo- 


female) "deputies" voted to remove sex 
discrimination from the territory's exist- 
ing legislation. These mock amendments 
will now be forwarded to the PLC as rec- 
ommendations to be incorporated in the 
basic law when the real parliament even- 
tually gets around to voting on it. 

The Islamists were appalled. For Ha- 
mas, the sharia is God-given and cannot 
be tampered with. A Hamas leader from 
Nablus, Sheikh Ahmad Bitawi, de- 
nounced the very idea of the 
model parliament as a "conspir- | 
acy against Islam" engineered by | 
"foreign parties". The theme was | 
amplified in mosque sermons | 
throughout the West Bank, in | 
which women involved in the | 
campaign were accused of being 





"devil-worshippers" and "agents 
of western corruption". 

Worried by this attack, 
women were unsure whether 
their secular Palestinian brothers 
would come to their defence. But 
they did. Led by Yasser Arafat's 
mainstream Fatah movement, 
male Palestinian leaders de- 
fended the model parliament in 
the name of freedom of assembly, and de- 
nounced the Islamists’ diatribes as “ter- 
rorism of the mind”. To ram the point 
home, Mr Arafat sponsored the model 
parliament, placing a few of his soldiers | 
at the door to ensure that it went 
smoothly. Which it did. 
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tions, and called on the Saudi authorities to 
do something about it. In the new spirit of 
friendship, Iran's interior minister paid an 
unexpected visit to the scene. 

As the two top producers of the Orga- 
nisation of Petroleum-Exporting Coun- 
tries, Saudi Arabia and Iran share a crucial 
interest in current efforts to stabilise oil 
prices. They should take “revolutionary” 
measures, said Mr Rafsanjani, to control 
production. Yet it was not always so. The 
two countries have often gone opposite 


ways within the energy cartel, with Iran 
fiercely accusing Saudi Arabia of following 
American policies in oil matters. 

Where does Iran hope that this rap- 
prochement with Saudi Arabia will lead? 
Eventually, to an end to America’s military 
presence in the Gulf. The need for such 
forces will be greatly diminished, argues 
Iran, if it succeeds in proving its new peace- 
ful intentions towards its old Arab Gulf en- 
emies. The Americans will need quite a bit 
of convincing of that. 





Africa after Clinton 


Happiness in the bush 


But the glow fades as the president goes home 


ILL CLINTON'S six-country tour of Af- 

rica looked good, both for him and for 
Africa. He got a warm welcome everywhere. 
The sites were selected to fit the theme: 
America cares about Africa. They included 
a school in Uganda (education), elephants 
in Botswana (environment), a former slave 
building and a prison (the pain of black 





Hillary, Bill and friends 


people, past and present) and South Afri- 
ca's Parliament (the new Africa) Africa 
glowed under the benign smile of the 
world's most powerful ruler, who pro- 
nounced a renaissance in the continent. 

In 1996 and 1997, for the first time in 
many years, the economies of sub-Saharan 
Africa grew faster than its population. A 
handful of countries did even better: last 
year 11 of them had growth rates of more 
than 6%. But earlier estimates of over 496 av- 
erage growth in 1997 have been revised in 
the latest World Bank report to 3.5%, barely 
above the 3% population rate. According to 
the Bank, of the 48 states in sub-Saharan Af- 
rica, 31 are classified as severely indebted 
and low-income. 
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On the political front, even those coun- 
tries chosen for Mr Clinton's visit did not 
look as if they had completely shaken off 
past problems. A few days after Mr Clinton 
told the Rwandans that their country was 
emerging from the horrors of genocide, 20 
Tutsis were murdered by Hutu militiamen. 
Two other countries on his route, Uganda 
and Senegal, suffer from re- 
gional rebellions. Democ- 
ratisation was billed as an 
essential theme of Mr Clin- 
ton's tour. But how could 
he urge this on Kenya, 
which holds multi-party 
elections, while he was a 
guest of Uganda, which 
does not? 

In public, the president 
trod softly, speaking of "Af- 
rican solutions to African 
problems". This seemed 
somewhat at odds with 
earlier remarks by his assis- 
tant secretary of state for 
African affairs, Susan Rice, 
in which she had claimed 
that America would never 
retreat from its "steadfast 
support for democratisa- 
tion". Mr Clinton was more obviously out 
of tune with Ms Rice when he said that he 
would not object to Sani Abacha, Nigeria's 
military ruler, being elected president later 
this year so long as he took off his uniform 
first. She had said that a “military 
candidate... would be unacceptable” and 
that Nigeria did not need “another mili- 
tary regime dressed up in civilian clothes”. 

Yet Mr Clinton's visit did illustrate Afri- 
ca's new found self-confidence. The *new 
leadership", as America calls its chosen 
friends in Africa, is not going to be pushed 
around, even by an American president. At 
the closed meeting of East African leaders, 
Kenya's Daniel arap Moi and Ethiopia's 
Meles Zenawi are understood to have told 
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MrClinton bluntly that he should not try to 
tell them how to rule. 

In South Africa, Nelson Mandela was 
equally blunt in telling Mr Clinton that he 
should not criticise South Africa's friend- 
ship with Cuba, Iran and Libya. He sug- 
gested that America, too, should try sitting 
down and talking to its enemies. South Af- 
rica's president also denounced as *unac- 
ceptable" the trade and investment bill, 
now making its way through Congress, 
which is the centrepiece of America's new 
trade-not-aid relations with Africa. What 
Africa really needs, Mr Clinton was told, 
was more aid and more debt relief. 

While America was seeking a new rela- 
tionship with Africa, another foreign 
power was bringing its old colonial rela- 
tionship to a close. France this week de- 
clared that its troops in Africa, which have 
protected French allies and interests for 
more than 30 years, would be cut by a quar- 
ter. Moreover, the remaining soldiers 
would be used solely to train African ar- 
mies for peacekeeping. 





Botswana 


Diamond country 


GABORONE 


F AN American president had visited Bo- 

tswana 30 years ago, he would have 
found a dusty cattle ranch, the size of 
France. The land was so unpromising that 
its neighbour, South Africa, allowed it to be- 
come independent from Britain in 1966 
without challenge. This week, the same ter- 
rain was praised by Bill Clinton as an “in- 
spiration”. The president singled out Bo- 
tswana as a country that exemplified 
democratic and prosperous “new Africa". 
President Ketumile Masire, whose retire- 
ment after 18 years coincided with Mr Clin- 
ton's departure on March 31st, could not 
have hoped for a kinder epitaph. 

Between 1975 and 1990, this land- 
locked southern African state was the 
world's fastest growing economy. Multi- 
party democracy is entrenched, state wel- 
fare is more developed than in any other 
sub-Saharan country, and external debt is 
negligible. Foreign reserves are close to $5 
billion, so that, far from depending on aid, 
Botswana lends hard currency to the IMF. 

All this is because of the diamonds that 
were found under the Kalahari sands a year 
after independence. Botswana is now the 
world's largest diamond producer: it made 
$2 billion from them last year, 80% of its 
export revenue. But dependence on a single 
primary export is no model for Africa, tra- 
ditionally held hostage by commodity cy- 
cles. Few industries are more strictly con- 
trolled than are diamonds—by De Beers, 
the diamond cartel run by South Africa's 
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Anglo American conglomerate. 

The situation is not about to change. At- 
tempts to create a more diversified econ- 
omy have encouraged farming, car assem- 
bly and tourism. But Botswana’s wealth 
depends on diamonds and, with half the 
country still uncharted by diamond pros- 
pectors, it is likely to remain so. Debswana, 
a joint mining venture of De Beers and the 
government, expects to double diamond 
output to 24m carats a year by 2000. 

The social benefits of all this glitter are 
elusive. About half Botswana's 1.3m people 
live in poverty. Unemployment among the 
young is rising fast. Last year's compulsory 
slaughter of 330,000 cattle infected with 
lung disease robbed many villages of their 
primary source of income. Average life ex- 
pectancy, which is currently the highest in 
Africa, is likely to fall sharply as the high 
rate of Hiv infection takes its toll: 3096 of 
sexually active Botswanans between 15 and 
49 are infected with the virus. 

The political returns from diamonds 
are also wearing thin. The ruling Botswana 
Democratic Party (BDP), which has held 
power without a break since indepen- 
dence, is losing its influence in urban areas 
to the Botswana National Front (BNF), the 
main opposition. Although the govern- 
ment spends freely in the towns, its sup- 
porters are mostly rural Batswana: a group 
of eight ethnic clans defined by the con- 
stitution as the “majority tribe”. 

Unlike other ethnic groups, the “major- 
ity tribe” is officially represented in a spe- 
cial parliamentary chamber, the House of 
Chiefs. This has helped preserve the govern- 
ment’s core support among the rural poor. 
Their loyalty, Zibani Maundeni, a political 
scientist, has written in a book to be pub- 
lished this month, is also a legacy of the 
“chiefly magnetism” that was inspired by 
Seretse Khama, Botswana’s founding presi- 
dent, who died in 1980. 

Other ethnic groups, notably the Ba- 
ngwaketse, drifted away from the ruling 
party after they failed to secure a voice in 
the House of Chiefs. Their migration has 
been slowed by some astute ministerial ap- 
pointments from constitutionally “subor- 
dinate” groups. But a snapshot of voting 


Real oor E cx 


| 1975 


LE E 





52 


patterns in the 1994 general election shows 
that divisions between ethnic groups 
broadly mirror political affiliations. 

Sir Ketumile, who consistently de- 
nounces tribal politics, has tried to mend 
these divisions. His reputation as the archi- 
tect of national development dates from 
his early years as minister of finance under 
Seretse Khama. It is not undeserved: he has 
succeeded in transforming a barren land 
into one that has 18,000 kilometres (11,400 
miles) of tarmac roads and a network of 
schools and clinics. Gaborone has mush- 
roomed into a well-run capital, and the 
university has 500 lecturers on its staff. 


Sir Ketumile’s decision to retire before 
the election next year gives younger leaders 
a chance to rejuvenate his party (he is 72). 
Festus Mogae, formerly vice-president and 
a career civil servant, was sworn in on April 
ist as his successor. But the BDP is more ex- 
cited about Lieut-General lan Khama, son 
of Seretse, who left the army last month to 
join the government. Paramount chief of 
the powerful Bangwato clan, General 
Khama earned a macho reputation by 
building up the army's strength. Blessed 
with his father's name, he is widely tipped 
as a future leader. 





Against the return of Ugandan tyrants 


KAMPALA 


NTERNATIONAL human-rights orga- 

nisations tend to be accused by Afri- 
can governments of imposing alien val- 
ues. Now, in Uganda, an indigenous 
human-rights movement is emerging, 
formed from governmental and non- 
governmental bodies, academic institu- 
tions and churches—and driven by 
harsh memories of the excesses of Idi 
Amin and Milton Obote. 

When Yoweri Museveni's National 
Resistance Army took over Uganda in 
1986, it established a commission of in- 
quiry—Africa’s first truth commission— 
to investigate past horrors. Anybody 
could tell their tale, and the commission 
could summon and cross-question al- 
leged wrongdoers. But it had no powers 
of prosecution and no mandate for ab- 
solution. Then, in 1995, a human-rights 
commission was set up to handle cur- 
rent cases, investigating about 70 a year. 
But it, too, is armed with limited powers 
of enforcement. 

P.J.M. Ssebuwufu, the vice-chancellor 
of Uganda’s Makerere University, de- 
scribes human-rights education as essen- 
tial if “the future occurrence of tyranny” 
is to be prevented. By 2000, all Maker- 
ere’s students will be required to take a 
human-rights course. The students will 
become the foremost Ugandans in busi- 
ness, education and the law. The theory 
is that if respect for human rights is in- 

| stilled in them, it will be harder for a fu- 
| ture despot to hold on to power. 
Nor is the teaching all theory. In part- 
| nership with the University of Florida 
| and America’s aid agency, USAID, 
Makerere has developed a human-rights 
centre (HURIPEC) that takes students to 
| the street, and the world of the urban 
, Poor. Uganda's many small non-govern- 
mental groups also take a street-level ap- 
proach to human rights, offering train- 
ing to local leaders, policemen and 





prison warders on topics ranging from 
prisoners’ rights to inheritance law. 
Street children are given soft drinks and 
a meal along with advice on what to do | 
about police harassment. | 
Even so, human rights are still largely 
a concern ofthe urban middle-class, and 
most Ugandans are rural and poor. | 
Women often do badly: in the 1996 elec- | 
tion, some people were shocked to find | 
husbands beating their wives for sup- | 
porting the “wrong” candidate. Though 
certain civil rights were promised under 
the 1995 constitution, few Ugandans 
know what they are. Faced with an order 
from a soldier or policeman, many still | 
find it safer simply to obey. | 
Ugandans tend to be unwilling to | 
criticise Mr Museveni and his govern- | 
ment. This is partly because things are so 
much better now than they were. But it is 
also due to subtle pressure from donor 
governments. Mr Museveni is popular 
with donors and aid agencies and, since 
many local human-rights groups rely on 
external aid, they listen to what is being _ 
said. The trouble is that if, in the scram- 
ble for funds, programmes start reflect- 
ing the concerns of outsiders, they could 
end up losing their local support. | 
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Over US$1.2 Billion in lump sum, tax free 
cash is paid out every year in El Gordo - 
Spain's richest National Lottery. 


Imagine what you could do with millions 
of dollars...Buy a new home? Quit your job? 
Take a trip around the world? 


Now, here's how you can realize your dreams. 
El Gordo, which means "The Fat One", holds 2 
Draws each year - July and December - paying 
out a total of US$1.2 Billion. 

In the next Draw on July 4, 1998, there 
are 10,419 prize tickets you can win worth a 


total of US$131,457,956 - with over US$20 


Million paid out for the WINNING TICKET. 


The odds of drawing any winning ticket 
in El Gordo's multi-million Dollar Draw is 1 
in 6. When your ticket wins, you'll receive 
your cash prize in one lump sum and FREE 
of Spanish Government taxes! 


> Order Now and Get a Free Ticket 
for Every Book of 10 You Order...Using 
the Entry Registration Certificate below, order 
the number of tickets you wish to receive - from 
a minimum of | ticket for US$75 up to 2 Books 
of 10 tickets for US$1300 

As a Special Offer, you'll get a FREE ticket 
for every Book of 10 you order. Or buy a Book 
of 20 and get 2 extra tickets FREE! These 
FREE tickets can bring you closer to winning 
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C) | TICKET (decima) 
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Q 3 7IcKers (decimas) 
Q 4rTicKkers (decimas) 
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IF YOU'RE ORDERING 2 OR 
MORE TICKETS, PLEASE MARK THE 
CIRCLE FOR THE KIND OF DECIMA 
TICKET NUMBER YOU'D LIKE TO 
RECEIVE: 






















SSEL GORDO DRAW 


Your Odds of Winning One of 10,419 
in the US$1.2 Billion El Go 


* Get Your El Gordo Tickets Toda 
* Special Bonus: Enter Before June 22, 1 














Bonus Get 1 ticket FREE for every Book of 10 you order 
om 
C) Decimas of SAME 


ticket number 


C) Decimas of DIFFERENT 


ticket numbers 


Overseas Subscribers Agents is a Lottery service Agency independent of 
Government. All entries are processed by Agents licensed by the Government. 


one of the huge cash prizes. 

As soon as your Entry Certificate is received. 
you'll be sent by return an Official Confirmation 
of Ticket Purchase which will show you the 
E! Gordo ticket numbers which have been 
entered for you in the July Draw 


The actual tickets will be sent to you along 
with the Official Results statement shortly after 
the Draw (except for winning prize tickets which 
will be kept by El Gordo Lottery authorities after 
your prize montes are collected and paid to you). 


* Enter Right Away to Win One of the 
10,419 Prizes... With a multi-million dollar 
JACKPOT PRIZE and with winning odds of 
| in 6, you can understand how fast the tickets 
are selling for the July El Gordo Draw 


Send your completed Entry Certificate 
now along with your payment, well before 
the deadline, for a chance to win one of the 
multi-million dollar prize winning tickets. 
Buena Suerte! (Good Luck!) 












El Gordo is under the control of the 
Spanish Government. Your tickets will be 
deposited in escrow in one of Spain's largest 
federally-chartered banks. When vou win, your 
prize money will be transferred to you in U.S 
Dollars - awarded to you in the full amount 
and completely free from Government taxes. 
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a big win. 












plete and mail this entire Entry Registration Ce 
SusscniBERs Acents or charge your credit card and fax. 


NON-TRANSFERABLE ENTRY REGISTRATION CERTIFICATE 


AYES! ! want the opportunity to do the things I've always Iam enclosin 
dreamed about. I'm accepting this offer to enter the July El 
Gordo Draw. | understand the odds of winning a prize in 
Spain's richest National Lottery are 1 in 6 and that prizes are 


g payment or authorizing a credit card charge as 
follows: (Tick as Appropriate) 





OR: Enclosed is my O Cheque or Q Bank Draft 


(Major convertible currency cheques accepted inciutsing South African Rand. Must be 
payable in currency of country in which drawn. Cash in most currencies is also accepted.) 


E-Mail: 





compl | mail this entire Entry Certificate al it tte: 
OVERSEAS SUBSCRIBERS AGENTS - EL GORDO PROCESSING CENTER 
Nieuwezijds Voorburgwal 86 1012 SE Amsterdam, The Netherlands 
TEL: + (31) 20 6383519 E-MAIL: elgordo@skyinet.net 
Web Address: http://www.el-gordo.com 
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[For fastest service, charge your credit card and FAX to + (31) 20 6383171 | 


Entries must be received by June 22, 1998. All entries received atter 
this date will automatically be entered into the December 1998 Draw. 
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rdo Lottery are 1 in 6. 


y for the Big Draw on July 4, 1998 
998 for a Chance to Win 100 Bonus Tickets 


* Enter Now for a Chance to Win 100 
Bonus Tickets... 1f you send your completed 
Entry Certificate and Bonus Draw Voucher 
(below) before June 22, 1998, you'll have a 
chance to win 100 El Gordo Bonus tickets. 7, 
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EUROPE 


Millions want to come 


Western Europe says it cannot take many more immigrants. It may have to 


RE is the European politician brave 
enough to call his country a land of 
immigration. Though the pace of migra- 
tion to the European Union has fallen by 
half since 1992, when some 3m people, 
many of them displaced ex-Yugoslavs, 
sought a haven there, voters across the EU 
are still touchy. Even in Denmark, hardly a 
country with a xenophobic past (and with 
yearly immigration adding a bare 0.2% to 
the population) immigration was a big is- 
sue in last month's general election. In 
France, the centre-right is tearing itself 
apart over whether to form coalitions in 
some regions with the immigrant-bashing 
National Front. After decades of hospitality 
to asylum-seekers, Germany has more or 
less slammed the door. For much longer, 
British and French governments have kept 
immigration to a minimum. 

All over Western Europe, most govern- 
ments have agreed to stem the inflow and 
to keep the noses of supranational bodies 
such as the European Commission out of 
what is still widely seen as the ultimate test 
of national sovereignty. Voters want to 


foreigners 
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choose their compatriots. 

But the tide of immigration keeps com- 
ing in. On March 31st, Italy and Austria be- 
came full members of Schengen, a group of 
15 countries, all but two of them members 
ofthe Eu, which have scrapped border con- 
trols for travel between them. This means 
that Italy, which has 8,000 kilometres 
(5,000 miles) of coastline and a record of 
indulgence towards migrants, will have to 
act as Germany's gate-keeper. 

Just how nervous that makes Germany 
became clear when a few thousand Kurds 
from Turkey and Iraq landed on Italian 
shores earlier this year, most of them 
bound for Germany and France. Germany 
called them “criminals” and refused to ad- 
mit them; Italy let many of them apply for 
asylum. If they are allowed to stay, many of 
them will eventually slip into Germany to 
join their families and the unregistered la- 
bour force. The EU vaunts free movement of 
labour—but only for its actual citizens. 

Germany and most other western coun- 
tries insist that they must not be sponges for 
the world's job-seekers. But about 1m peo- 
ple enter the European Union legally each 
year, mostly to join families or simply be- 
cause they have dodged the police long 
enough to be eligible for amnesties letting 
them stay for good. That is about the same 
number as the United States and Canada, 
together, let in annually. Another 200,000 
or so come to Western Europe as asylum- 
seekers. Germany is easily the favourite des- 
tination. It took in 2.4m foreigners, net, in 
the decade to 1995, followed by Switzer- 
land, the Netherlands and France. New- 
comers from Central and Eastern Europe 
favour German-speaking countries and 
Scandinavia; people from south of the 
Mediterranean, especially from Algeria 
and Morocco, prefer France. 

Guessing how many illegals breach the 
EU's borders every year is much harder. Jo- 
nas Widgren of the International Centre 
for Migration Policy Development in Vi- 
enna puts the figure between 150,000 and 
300,000. The International Labour Office 
in Geneva reckons 2.6m people were living 
illegally in Western Europe in 1991; since 
then, that may have doubled. Set against 





the EU's 18m citizens out of work, it is not 
surprising that the issue is so sensitive. 

The Eu does have a common policy of 
sorts: to keep newcomers out. Denmark, for 
instance, is thinking about making it 
harder for foreigners to bring in new 
spouses from "back home". The Nether- 
lands has hooked up its social-services 
computers to stop illegals from claiming 
benefits. And Schengen has its own set of 
cudgels. Previously, illegal immigrants in 
Italy who had been caught were given two 
weeks’ grace in which to go home—but fre- 
quently then headed north to Austria and 
beyond. No longer. Italy has been forced by 
its fellow Schengenites to build *retention 
centres" for asylum-seekers whose cases 
have been rejected. And when people from 
certain countries apply for a visa to visit 
one Schengen country, any other Schengen 
member can keep them out. 

Winning asylum has got much harder. 
The Eu’s Dublin convention, which took ef- 
fect last September, obliges most potential 
refugees to apply in their first EU port of call 
even if they would rather settle near 
compatriots in another EU country. Many 
EU countries deport them to the countries 
through which they have passed, which 
then sometimes send them back to even 
less welcoming havens. 

In practice Schengen countries care 
more about guarding their borders than 
about the Dublin convention's niceties. In 
the past month some 450 people from 
Kosovo, other parts of ex-Yugoslavia and 
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Kenya have been expelled to Brit- 
ain, which happens not to belong 
to Schengen. 

As legal entry into the Eu be- 
comes harder, illegal channels 
thrive. Trafficking in migrants has 
become a business that rivals the 
drug trade in sophistication and 
ruthlessness (and often overlaps 
with it) bringing traffickers— 
guesses Mr Widgren—as much as 
$7 billion a year. The Schengen 
countries are now ringed with bor- 
der-guards and sensors. Data on 
asylum-seekers, including finger- 
prints, are to be logged on comput- 
ers to which all Eu countries will have ac- 
cess. Central European countries wanting 
to join the Eu are being told to tighten up 
their own borders before they can join the 
club. With this in mind, a "Budapest pro- 
cess" has been started, to stop illegals from 
such countries as Russia getting into, say, 
Poland or Hungary. 

In theory, five years after the Eu treaty 


Russia 


signed last year in Amsterdam is ratified, 
the initiative for proposing Europe-wide 
legislation on immigration will pass from 
governments to the European Commis- 
sion. But decisions will have to be unani- 


mous—and the German chancellor, 
Helmut Kohl, says that the sovereignty of 
Germany's Lander (states) in matters of im- 
migration will have to be kept. 


The tycoons behind the politicians 


MOSCOW 


Who will really run Russia's new government? 


ERHAPS Russia does not need a federal 

government after all. It has been mal- 
functioning much as usual on the mere 
wreckage of one since March 23rd, when 
President Boris Yeltsin sacked his prime 
minister, Viktor Chernomyrdin, and the 
cabinet with him. This week the acting 
prime minister of the moment, a baffled 
young man called Sergei Kiriyenko, was 
learning his lines and waiting for the 
Duma, parliament's lower house, to con- 


firm or reject his appointment. The Duma 
hesitated until Mr Yeltsin cared to explain 
what sort of government he wanted Mr 
Kiriyenko to form. Mr Yeltsin, ailing and 
distracted, reluctantly met parliamentary 
leaders on April 2nd. 

Nobody thinks Mr Yeltsin himself 
came up with the idea of promoting Mr 
Kiriyenko. Some say the name was on a list 
put up by the presidential chief of staff, Val- 
entin Yumashev. Others credit Boris Nem- 
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Some Schengen countries re- 
main more hospitable than others. 
Italy, for instance, with its old mi- 
gratory tradition, may break a Eu- 
ropean taboo by setting American- 
style immigrant quotas. And if the 
climate gets kinder, the European 
Commission may try persuading 
EU countries to let immigrants 
who have been allowed into one 
EU country move freely throughout 
the Union. Though the commis- 
sion says it will never tell EU mem- 
bers whom they must admit, a con- 
vention it proposed last year 
would begin to do just that—oblig- 
ing Germany, for example, to let in chil- 
dren up to 18 years old, rather than 16, who 
want to join their parents. It also suggests 
that long-settled immigrants in one EU 
country should be able to work throughout 
the EU—as part of Europe's single market. 
As things stand, Schengen now makes it 
easier for migrants to roam illicitly; in a de- 
cade or so the EU might make it legal. 
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tsov, a liberal-minded first-deputy prime 
minister who looks set to survive the re- 
shuffle. Mr Kiriyenko was a protégé of Mr 
Nemtsov's when he joined the government 
11 months ago. He was made a deputy en- 
ergy minister in May and full minister in 
November. Before that he had managed an 
oil refinery in Russia's third city, Nizhny 
Novgorod, where Mr Nemtsov was gover- 
nor. Mr Kiriyenko has been tagged a "re- 
former" by virtue of his ties with Mr Nem- 
tsov. But he has yet to establish his 
credentials as anything at all. 

The fact that Mr Yeltsin had no better 
replacement on hand has intensified con- 
fusion over why, in the first place, he sacked 
Mr Chernomyrdin. Clearly it had some- 
thing to do with the old apparatchik's am- 
bitions to succeed Mr Yeltsin as president: 


Powerhouses 
Russia's main financial-industrial groups 
Industrial Political Place in league 
Group Main man Financial vehicle(s) interests Media interests friends table of power 
Gazprom Rem Vyakhirev Bank Imperial (with Lukoil); Gazprom (gas, oil) Trud, Viktor Chernomyrdin 1 | 
Gazprom ; Rabochaya Tribuna; : 
NN RS SN RR NAR. ol minds EN RR NTV (with Most e 
Berezovsky ^ Boris Berezovsky Obyedinenny Bank; Sibneft* (oil) ORTt (with others); Yeltsin family circle 2 
Logovaz Nezavisimaya Gazeta; Valentin Yurnashev 
Cu ad MONTE Wt i 1 Ogonyok | Viktor Chernomyrdin? Y in 
Uneximbank Vladimir Potanin Uneximbank; Sidanco (oil); Komsomolskaya Pravda; Anatoly Chubais 3 
MFK Renaissance Norilsk Nickel (metais); Russky Telegraf, Yuri Luzhkov? 
MEAE CIS NE sagt ees uy Svyazinvest (telecoms) Izvestia (with Lukoil) | 
Lukoil Vagit Alekperov Bank Imperial Lukoil (oil) lzvestia (with Uneximbank) 4 
TS IAES | (with Gazprom) | 
Menatep = Mikhail Khodorkovsky Bank Menatep Yukos* (oil); trading firms independent Media 5 
Most Viadimir Gusinsky Most Bank Sevodnya; Itogi; Yuri Luzhkov? 6 
oA See e NS KITE! .. NTV* (with Gazprom) Grigory Yavinsky? — — 
SBS-Agro ^ Alexander Smolensky ^ SBS-Agro Bank Kommersant 7 
Alfa Mikhail Fridman Alfa Bank Tyumen Oil; trading firms 8 


Sources: Brunswick Warburg; press reports; The Economist's judgments 
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the prime minister was starting to let those 
ambitions show in public, even though the 
next presidential election was not due until 
2000. But it seems clear, too, that Mr Yeltsin 
over-reacted. A sharp chat with Mr Cherno- 
myrdin would have cleared the air. 

More likely, Mr Yeltsin lost his head be- 
cause he suspected Mr Chernomyrdin of 
preparing for a presidential death-in-office 
and an early election. Such preparations 
would have been understandable: signs of 
physical and mental weakness have been 
multiplying in Mr Yeltsin's behaviour. 
When he met Germany's Helmut Kohl and 
France's Jacques Chirac on March 26th, 
Russia's president tried to give his close-of- 
session press conference before the talks 
had even begun. Signing decrees in the 
Kremlin on March 31st, he seemed unable 
to grasp that his dissolution of the govern- 
ment had turned all his ministers into act- 
ing ministers until a new prime minister 
had been appointed. Twice he contra- 
dicted officials on this point. The week be- 
fore sacking Mr Chernomyrdin, Mr Yeltsin 
was bedridden with sickness or depression. 

So why Mr Kiriyenko? His industry 
pedigree may have recommended him to 
the leaders of Russian big business, whose 
power relies largely on their control of the 
country's oil and gas firms. The approval of 
these tycoons is well worth having. They 
own most of the national mass media and 
much of the banking industry too. They can 
twist the arm or stain the reputation of any 
minister they choose. Mr Berezovsky, the 
most politically ambitious of them, has his 
entrée into the Kremlin via Mr Yumashev, 
whom he used to employ and whom he 
now "advises". 

It is in the tycoons’ interests for Russia 
to have a competent government. But they 
also want a government weak enough to 
yield to their interests. Mr Chernomyrdin 
managed just the right balance of compe- 
tence and biddability—one reason he sur- 
vived over five years in office. His one seri- 
ous showdown with the tycoons came last 
month when he insisted on a free and fair 
auction for Rosneft, the last big state-owned 
oil company to be sold. The row doubtless 
helped cause his fall. 

But even if they have deigned to cast an 
eye over Mr Kiriyenko, the tycoons are 
thinking much more about a new presi- 
dent than about any new prime minister. 
The upheavals of the past fortnight have, in 
effect, marked the start of the 2000 election 
season. Mr Chernomyrdin has now de- 
clared himself a candidate, claiming on 
March 29th to have Mr Yeltsin's tacit sup- 
port. He seemed to have Mr Berezovsky's. 
And he can always count on backing from 
Gazprom, the biggest firm in Russia, which 
he ran from 1989 to 1992. 

Not to be outdone, Mr Berezovsky's 
main rival, Vladimir Potanin, boss of the 
Uneximbank group, has been putting out 
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feelers to Yuri Luzhkov, the mayor of Mos- 
cow, who is a leading contender for Mr Yel- 
tsin's job. Vladimir Gusinsky, boss of the 
Most group, has placed a side-bet on Grig- 
ory Yavlinsky, leader of the Yabloko social- 
democratic block: Mr Gusinsky says he will 
support it in next year's Duma election. 
Ifthe tycoons are indeed advancing not 
merely their business but also their politi- 
cal interests in an ever more frantic fashion 
as 2000 approaches, the prospect is worry- 


EUROPE 


ing. It used to be Mr Yeltsin's role to hold 
the ring and ensure a semblance of hum- 
drum government amid the factional in- 
fighting. But this past week the president 
has been scarcely able to hold anything at 
all unaided, as he wanders through the ru- 
ins of a government that he himself de- 
stroyed. Change beckons. The real question 
is less who will succeed Mr Yeltsin than 
whose creature his successor will be. 








Can Armenia's new man deal? 


YEREVAN 


HE Armenians once prided them- 

selves on being the Soviet nation 
most immune to communism. No more. 
Although an ardent nationalist, Robert 
Kocharian, was elected president on 
March 3oth, the strong showing of Arme- 
nia's former Communist Party boss, Kar- 
en Demirchian, gave him quite a jolt. 
Had the election been cleaner, Mr Dem- 
irchian might have done even better. The 
outcome showed, among other things, 
that, though the struggle to hold on to ter- 
ritory disputed with neighbouring Azer- 
baijan fills many Armenians with na- 
tionalist fervour, many of them are also 
nostalgic for the certainties of the Soviet 
past. That in turn suggests that many of 
them might, after all, contemplate a com- 
promise with Azerbaijan if that would 
bring peace and stability. 

Mr Kocharian can be pragmatic. As 
prime minister—he was appointed last 
year—he embarked on some useful eco- 
nomic reforms. His 33-year-old finance 
minister, Armen Darbinian, is a fiscal 
puritan who chirpily predicts the econ- 
omy will grow this year by 10%. But it is 
still shaky and reliant on foreign hand- 
outs. A former privatisation minister 
reckons that incoming dollars from eth- 
nic Armenians abroad (in Russia and the 
United States) amount to twice the state 
budget. And Armenia is the biggest re- 
cipient of American government aid, per 
head of population, after Israel. 

But the country desperately needs a 
secure peace. It will not get it if Mr Koch- 
arian fails to end Armenia's regional iso- 
lation. Two of Armenia's borders and 
three of its main rail links abroad are 
closed. The entire Caucasus would be- 
come safer—and richer—if the Karabakh 
question were peacefully solved. 

On the face of things, Mr Kocharian 
looks the dead opposite of a peace- 
maker. He comes from the very place that 
is in dispute with Azerbaijan, Nagorno- 
Karabakh. Indeed, he led the war effort 
there to bring it "home" to Armenia. Ar- 
menian forces, he insists, must continue 








But Kocharian got a jolt 


to occupy swathes of Azerbaijani terri- 
tory and not just in Karabakh—until 
Azerbaijan makes concessions over its 
status. Mr Kocharian engineered the 
downfall of his predecessor as president, 
Levon Ter-Petrosian, precisely because 
he had suggested that Armenia might be 
more flexible on the land issue. | 

Mr Demirchian, however, barely 
mentioned Karabakh in his campaign— 
bara few platitudes. Those who voted for 
him were evidently more concerned 
with the economy. That sobering fact 
should not be lost on Mr Kocharian, as 
he embarks on his five-year term. 

Armenians still support their Kara- 
bakh brethren, but they also yearn for 
easier times. Mr Ter-Petrosian's appeal 
for a territorial compromise was ill- 
timed. His standing was low. Mr Kochar- 
ian, by contrast, has greater authority. 
With the top job clinched and his nation- 
alist credentials intact, he is better 
equipped to make the sort of deal—still 
perhaps years away—that he rubbished 
his predecessor for suggesting. 





hi4 $ a rtu 


id E ae i E 


EUROPE 
Ukraine 


Poor people 


KIEV 


p A general election on March 29th, 
Ukrainians told their government of 
self-proclaimed reformers to get lost. The 
Communists—who want "voluntary reuni- 
fication" with Russia—emerged as by far 
the largest single party, winning more seats 
than the three runners-up put together. Re- 
formers got nowhere. The leftward swing 
was not big enough to give the Commu- 
nists and their allies a clear majority, but it 
dashes hope of co-operation between par- 
liament and Leonid Kuchma, who will 
probably spend the remaining 18 months 
ofhis presidency fighting off impeachment 
threats. And it probably dashes Mr Kuch- 
ma's chances of a second term. 

_ With one in four seats going to candi- 
dates with no party affiliation, the result 
was as much a protest against party politics 
as an endorsement of the left. Unless Mr 
Kuchma can win most of these indepen- 
dents over to his side, economic reform will 
stop. The iMFSs stand-by programme— 
worth only $50m a month, but meant to 
trigger larger World Bank and ru loans— 
stalled in January. To keep funds flowing, 
Mr Kuchma must persuade parliament to 
pass an extra budget. He must also push 
through more privatisation, whereby he 
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hopes (optimistically) to raise more than 
$500m. Last November, parliament ban- 
ned the State Property Fund from putting 
big state firms up for sale on the open mar- 
ket. Though Mr Kuchma says sales will go 
ahead regardless of parliamentary obstruc- 
tion, investors are likely to be cautious until 
MPs relent. 

Without such measures—and ideally 
umpteen much-needed micro-economic 
reforms—Ukraine’s economy could fall 
even further. Since the collapse of the trea- 
sury-bill market last autumn, the govern- 
ment has been paying off wage and pen- 
sion arrears with extravagant foreign 


borrowing. Its latest overseas bond, worth 
500m ecus ($540m) and launched last 
month, yielded 15%—twice the usual rate 
for emerging markets. Ukraine’s total debt 
stock is still fairly low, but the IMF's man in 
Kiev admits, “It is not clear what will hap- 
pen when they have to repay.” Nor was the 
Fund best pleased when the central bank 
lowered interest rates on March 17th. The 
bank’s sensible head, Viktor Yushchenko, is 
adamant that there will be no return to the 
days of red-hot printing presses and hyper- 
inflation. But, if the people elected on 
March 29th have their way, he may not 
have much choice. 





The working week 


Fewer hours, more jobs? 


PARIS 


The governments of both France and Italy are arguing with employers about 
plans for a 35-hour week. In two articles, we examine the brewing row 


O WHO really wants Lionel Jospin’s 35- 

hour working week? Certainly not 
France’s employers, who claim it will in- 
crease labour costs and reduce their com- 
petitiveness. Nor the taxpayer, who sus- 
pects he will have to pay higher taxes to 
finance the scheme. Nor, increasingly, the 
unions, who fear it will lead to lower wages 
and fewer workers’ rights. Nor even the 


workers, most of whom expect to continue 
working as much as before, but with more 
awkward shifts and unsocial hours. Even 
the unemployed, the scheme's supposed 
beneficiaries, are wondering how many 
jobs, if any, it will actually create. 

A revolutionary cut in the working 
week from 39 to 35 hours “with no loss of 
pay” was the star item on Socialists’ elec- 





BUCHAREST 


HE resignation of its prime minister 

this week is not the end of Romania’s 
crisis; it is the beginning. Few will miss 
Victor Ciorbea, a worthy former trade- 
union man who took power amid high 
hopes in November 1996, when he and a 
reforming president, Emil Constantin- 
escu, swept out a government of barely re- 
formed communists. Alas, Mr Ciorbea 
_ could control neither his government nor 
. his party. But his expected replacement, 
Radu Vasile, also of the Christian Demo- 
crat National Peasants' Party, is unlikely 
to make things much better. The ruling co- 
| alition is viciously fractious. The commu- 
nist-bred bureaucracy is as corrupt and 
resistant to change as ever. Voters are once 
again flirting with nasty nationalists. And 
the economy looks headed for the rocks. 

Last years economic achievements 
are slipping away. A newly zooming in- 
flation rate is likely to make nonsense of 
the government's plan to cut it to 4596 for 
| the year. This years budget has still not 
been passed. A vast share of government 
revenue leaks into the pockets of well- 
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New Romanian man, old mess 


connected businessmen. 
Since a sensible privatisa- 
tion law was passed in 
February, no big state as- 
sets have been sold. The 
trade unions have man- 
aged to stop dud state 
firms being overhauled or 
closed down. While re- 
forms stall, the IMF is refus- 
ing to help out. 

In theory, a new government might 
bring relief. Earlier this year, the Social 
Democrats, led by Petre Roman, left the 
ruling coalition because, they said, Mr 
Ciorbea was too timid. By refusing to 
back his budget, they eventually brought 
him down. Now, by returning to govern- 
ment, Mr Roman’s lot might—or might 
not—give it a new head of steam. 

Mr Vasile is a wily operator, who may 
give Romania some respite. He may get a 
budget passed, albeit without the extreme 
austerity demanded by the IMF. Foreign- 
ers may buy a chunk of Romtelecom, the 
telephone monopoly. Two small banks 


Steely Vasile 





may be sold off. The IMF 
may even come back. 

But the strife and inep- 
titude that undermined 
the government's first at- 
tempt at reform will not go | 
away. The Peasants still de- 
test their new-rich Social 
Democratic partners for 
their old communist links. 
The Social Democrats still | 
despise the Peasants as 
dim yokels. The Peasants 
seem to hate each other— 
and just about everybody 
else. When the government tried to give 
more say in education to Hungarians, 
whose party is also in the coalition, some 
Peasants rebelled. And Mr Vasile does not 
get on with President Constantinescu. 

Whether he can really get this crew to 
enact reforms is moot. They might hurt 
the Social Democrats’ business interests. 
Some nationalist Peasant MPs might 
block the sale of banks to foreigners. And 
most of Romania’s dingy civil servants 
fear liberalisation of any kind. The only 
crumb of comfort is that the old-guard 
communists are still discredited and the | 
neo-fascists, though noisier, are still weak. 


THE ECONOMIST APRIL 4TH 1998 


tion manifesto last summer. It was 
supposed to create hundreds of 
thousands of jobs, boost productiv- 
ity and increase leisure time. But 
many people suspect it was never in- 
tended to be put into practice and 
was simply a ploy to bring together 
the disparate elements of the left 
fighting an election few expected 
them to win. And now Mr Jospin, the 
surprised Socialist victor, finds him- 
self saddled with a scheme not even 
he—it is whispered—believes in. 

Under the government's bill, 
which passed its second reading on 
April 1st, companies with over 20 
workers must enforce a 35-hour week 
by January 1st 2000—and Mr Jospin 
said this week he would not delay 
the measure. Other firms must fol- 
low suit within two years. The civil service, 
public hospitals and the state-owned rail- 
ways are for the moment excluded. Any 
company that cuts its working hours by 1096 
(to 35 hours) and ups its workforce by 6% 
before the legal cut-off date will get govern- 
ment aid of FFr9,000 ($1,456) per worker a 
year. Those making a bigger cut in hours 
and creating more jobs will get more. 

How many jobs will be created? Dom- 
inique Strauss-Kahn, the finance minister, 
says perhaps 200,000. Martine Aubry, the 
employment minister, at first suggested 1m. 
Sceptics say the scheme will in fact kill jobs. 

Nothing in the planned law actually 
obliges workers to work less, thus making 
way for the supposed new jobs for France's 
3m out of work (12.1% of the workforce). The 
bill simply sets a limit (35 hours) beyond 
which overtime is to be paid. No further 
mention is made of the reduction in work- 
ing hours being "without loss of pay" 
(which would have put labour costs up by a 
hefty 11%). The bill simply states that a cut in 
wages would be "undesirable", while the 
government has begun to talk of the need 
for “wage moderation". 

Some ministers, however, talk of mak- 
ing the labour market more flexible, nota- 
bly by letting employers vary the length of 
the working week in accordance with sea- 
sonal demand, so that the number of hours 
worked weekly would be calculated as an 
average over the year. And France's hitherto 
sacrosanct high minimum wage seems to 
have been called into question by the plan 
to introduce two minimums. One would 
be an hourly rate, rising with inflation and 
average industrial earnings; the other 
would be a fixed monthly figure, not sub- 
ject to indexed hikes. 

No wonder the unions are in a tizz. The 
35-hour week, hailed only a few months ago 
by the leader of the CommunistJed trade 
union as "the most important social ad- 
vance since 1936", is beginning to look like 
a Trojan horse. Already some employers are 
using it as a pretext to dump earlier gener- 
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ous agreements on conditions of work. 
Others are busy freezing wages, setting up 
subsidiaries (to escape the 2000 deadline 
by dividing their workforce into units of 
less than 20), and even sacking workers in 
anticipation of the extra costs they fear they 
will have to face. The great majority claim 
they have no intention of taking on new 
workers, 35-hour week or not. 





Italy 


Now for a party? 


MILAN 


ELICOPTER pilots stopped flying on 
March 30th. Next day, Italy's under- 
ground trains failed to run. The day after, it 
was the turn of ordinary trains to sit still. 
Air traffic, meanwhile, was spasmodic. Fer- 
ries threatened not to sail but most re- 
lented. A bad week, then, for Italian travel- 
lers. But not an unusual one, these days, in 
terms of days lost because of strikes. 

Overjoyed by the European Commis- 
sion's decision last week to declare Italy eli- 
gible to join Europe's single currency at the 
outset, Romano Prodi and his left-of-centre 
government have been rudely reminded 
that their country's trade unions can still 
mess up Italy's economy. And that, in turn, 
is making many other Europeans, espe- 
ciallyin Germany, queasy about whether It- 
aly can remain disciplined enough to help 
make the euro a success. 

Although, as in most other countries in 
Western Europe, fewer Italians are joining 
trade unions (down from half the work- 
force in 1980 to just over a third today), 
trade-union muddle and bloody-minded- 
ness are by no means things of the past. 
Take railways. Four-fifths of Italy's 123,000 
rail workers are unionised—in no fewer 
than 16 unions. The railways lost 4,860 bil- 
lion lire ($2.7 billion) last year. Accidents 
are notoriously frequent. But when the 
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drivers of a train that crashed in La Spezia 
were sacked for ignoring a signal, almost 
the entire workforce went on strike. 

On the whole, the unions have grimly 
accepted the fiscal austerity demanded by 
Mr Prodi and his predecessors as the price 
for winning eligibility for the euro. To- 
gether with the Refounded (but unre- 
formed) Communists, they have let govern- 
ments squeeze Italy's huge budget deficit 
down from 10% of GDP in 1993 to 2.7% to- 
day. Taxes have gone up, public spending 
down. Now the three big unions, known as 
la Triplice, are becoming bolder in their de- 
mands for a reward. With the Ev's approval 
for Italys membership of the euro, their 
voices may get louder. One big prize would 
be a bigger handout to the poor south, 
where jobs are scarcest. The other is a reduc- 
tion of the working week to 35 hours, as has 
been proposed in France. 

Mindful of the trouble the unions and 
their Communist allies can make, Mr Prodi 
has grudgingly approved both ideas. A 
shorter week should, he says, start on Janu- 
ary 1st 2001. The employers are livid. 
Confindustria, which represents big indus- 
try, is threatening to abandon Italy’s time- 
honoured system of doppio livello 
(whereby firms negotiate their own deal 
with workers on the top of national con- 
tracts for each category of worker) and con- 
certazione (whereby government, employ- 
ers and the big three unions jointly work 
out economic policy). But if Mr Prodi bows 
to the employers, la Triplice says it will call 
a general strike. To make matters worse, 
Fausto Bertinotti, the Refounded Commu- 
nists' leader, says the "stability and growth 
pact" tacked on to the Maastricht treaty a 
year ago, which says countries that let their 
deficits grow too big must be punished, 
should be “reviewed”. 

The problem of the south is no less 
sticky. Many Italians voters, especially in 
the north, remember that since the second 
world war the south has swallowed up 
some $200 billion in public spending. Or- 
dinary people benefited little; the Mafia 
and its sister organisations, along with cor- 
rupt politicians, did a lot. The south is still 
scarred with unfinished public buildings, 
vast, empty factories in the middle of no- 
where and such absurdities as the Cala- 
brian harbour of Gioia Tauro. 

Last week Italy’s president, Oscar Luigi 
Scalfaro, attacked entrepreneurs for taking 
State subsidies to develop the south and 
then failing to do so. That is only half the 
story. Many private businessmen did plan 
to invest there, but were put off by red tape 
and crime. The unions still want money to 
pour into public services and infrastruc- 
ture in the south, even if wages stay low, but 
not specifically to encourage private inves- 
tors. Hardly a recipe for reassuring Mr 
Prodi’s nervous north European friends. 
NSS  — À ÜÀ 
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Farmer Franz Fischler digs in 


A HE symbolism was almost painful. On March 31st Robin 
Cook, British foreign secretary and current president of the 
European Union's Council of Ministers, hailed the opening of 
talks with five applicants from Central and Eastern Europe plus 
Cyprus—an event that must mean, among other things, a drastic 
overhaul of Europe's wasteful common agricultural policy (CAP). 
But simultaneously, in another council room, Europe's farm 
ministers were busy trashing the CAP reforms proposed by the 
European Commission in its "Agenda 2000". Meanwhile, Irish, 
Italian and German farmers were demonstrating raucously in 
the Brussels street, defying riot police and barbed wire, and yell- 
ing abuse at Eurocrats contemplating an end to the expensive 
subsidy system that has kept them so comfortable for so long. 

Might Poles, Hungarians, Czechs, 
Estonians and Slovenes (the leading 
would-be EU members, who are be- 
mused by the furore) be obliged to 
wait longer in the queue if CAP re- 
form flounders? Franz Fischler, the 
Union’s farm commissioner, is un- 
worried by the thought. He is a big, 
cheery Austrian who looks as if he 
would be happier on a farm in his 
native Tyrol than in a Brussels nego- 
tiating room. In fact, although he 
owns some land in the Tyrol, he is no 
country bumpkin: before he became 
Austria’s first EU commissioner in 
1995, he spent five years as its farm 
minister and before that he was an 
agricultural boffin. His training 
shows: when farm ministers meet, he 
is usually better informed than any- 
one else at the table. 

That does not always mean he is 
better liked—as the March 31st meet- 
ing held unusually in public, re- 
vealed. With an eye to the cameras, 
every minister save those from Den- 
mark, Sweden and Britain rejected 
the Fischler reforms as "totally unac- 
ceptable". Proposed price cuts for ce- 
reals, beef and milk were unnecessary and unhelpful; it was out 
of the question to cut prices without fully compensating farmers 
for lost income; it was premature to scrap restraints on produc- 
tion such as the compulsory “set-aside” for cereal farmers; and to 
concede reforms of any kind before next year’s world trade talks 
on agriculture would invite the Americans to ask for more, so 
making the Eu pay twice. That was the tenor of most farm minis- 
ters’ interventions. Their general conclusion? The commission, 
and Mr Fischler, should rethink the whole plan from scratch. 

Yet in Mr Fischler’s eyes this is mostly posturing. He observed 
after the meeting that farm ministers had been even more hos- 
tile to the reforms proposed in 1991 by the then commissioner, 
Ray MacSharry—only to roll over and accept the lot in 1992. In a 
bid to buy off opposition, Mr Fischler has made some subtle 
changes to Agenda 2000 since its outline was unveiled last July. 
He has reinstated subsidies for silage made mainly from maize, 
increased milk quotas and, in a gesture to "subsidiarity"—doing 
things at the lowest level appropriate—has allowed individual 
countries more control over how they help their own beef farm- 
ers. No country, he points out, not even Germany and Spain, his 


60 





two noisiest critics, has come up with a serious alternative. 

Mr Fischler admits with pride that his planned reforms are 
the most radical ever proposed for the car. Mr MacSharry's dealt 
only with cereals and beef. Mr Fischler’s go further in those in- 
dustries, and in addition include cutting prices and making 
other savings in dairy products, olive oil, tobacco and wine. He 
wants to put the environment at the heart of a new-look Cap. 
And he even wants to subsidise rural development by using the 
same "guarantee fund" that now underwrites farm prices. 

It is a formidable agenda. If adopted, it would do much to 
improve the CAP, the most madly extravagant of all Eu policies. 
But Mr Fischler may be too sanguine about its chances of getting 
through. The Irish, who claim they would lose around $400m a 
year from the plans, are threatening 
to wield their veto. So are the Span- 
iards, who say the reforms would 
grossly discriminate in favour of 
northerners’ cereals and beef against 
southerners’ olive oil and so on. With 
France, Germany and Italy also lined 
up firmly against him, Mr Fischler 
faces an uphill struggle to build the 
necessary majority. 

Yet he has proved an astute tacti- 
cian in the past, for example, in deli- 
cately calming internal and interna- 
tional rows about Britains mad 
cows. He knows the German federal 
Á\ election in September will be deci- 
M sive, since a Social Democrat-led Ger- 
man government would surely be 
keener to reform a CAP that costs Ger- 
man taxpayers more than anyone 
else. He insists, contrary to several 
farm ministers, that if the EU goes 
into next year’s global trade talks 
without having agreed on farm re- 
forms, it will find the entire CAP un- 
der fire from the rest of the world. 

What of the longer term—and the 
effect of CAP reform on the Eu's ex- 
pansion? Mr Fischler, who hopes to 
stay on as farm commissioner after his present term runs out in 
1999, seldom invokes the Ev's would-be new members in the 
east as the driving force behind his reforms. But by the time Po- 
land, with a quarter of its workforce now on farms, gets in, a new 
bout of reform will surely be essential. Mr Fischlers budget 
arithmetic, however, is subtle: without drawing attention to it, 
he has left enough room within planned limits to EU spending 
on farming upto 2006 to allow for the full CAP, including if need 
be direct payments to farmers, to be slowly extended eastward. 

How about scrapping all agricultural subsidies and just 
throwing Europe's farmers into the world market? Mr Fischler 
demurs. “If European society is interested in the European 
model of agriculture, meaning that agricultural output is not 
measured only in cereals or beef but also in the landscape and 
the environment," he says, "it needs to pay the additional cost." 
Mr Fischler is at heart still the farmers’ friend: he wants to reform 
the CAP in order to preserve their subsidies, not to abolish them. 
Indeed, a thorough-going free-marketeer would argue that he is 
not enough of a radical. But farmers (and farm ministers), ever 
short-sighted, are failing to appreciate his conservatism. 
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Benign neglect 


The pound’s recent surge in the currency markets has made exporters wince. 
Not my problem, says Gordon Brown. Nor is it—yet 


HERE was a curious sight in Commit- 

tee Room 8 of the House of Commons 
on March 31st: a chancellor of the exche- 
quer refusing to sweat over the pound ster- 
ling. In the past 50 years, sterling has caused 
chancellors no end of trouble. Usually, 
weakness has been the worry. Labour gov- 
ernments were winged by devaluations in 
1949 and 1967; the Tories were fatally 
wounded in 1992. A strong pound, how- 
ever, has been a rarer problem. 

Some members of the Commons Trea- 
sury Committee, which quizzed Gordon 
Brown this week, thought that it was time to 
worry about the pound's rise aginst Euro- 
pean currencies. Sterling began March at 
DM2.98, pretty much where it had been 
since the turn of the year, but already 25% 
more than in mid-1996. But it ended the 
month above DM3.10, its highest rate 
against the p-mark since 1989 (see chart on 
next page). Exporters, already struggling be- 
fore this latest surge, are complaining 
loudly. Politely, the chancellor told the 
committee that he has no intention of do- 
ing anything. "Our aim", he said umpteen 
times, "is to achieve a stable and competi- 
tive pound in the medium term." 

Vague? Meaningless? You bet. But 
what else could Mr Brown have said? 
His proudest achievement as chancel- 
lor has been, in effect, to surrender con- 
trol of short-run macroeconomic pol- 
icy. Before he entered the Treasury, a 
surging pound might have been the 
cue for a chancellor to cut interest 
rates, in an attempt to bring the 
pound down. These days, however, 
interest rates are none of the chan- 
cellor's business. 

. Mr Brown handed control of 
interest rates to the Bank of Eng- 
land almost as soon as he took of- 
fice last May. The chancellor sets 
the Bank's inflation target—cur- 
rently 2.5%, excluding mort- 
gage-interest payments. The 
government also chooses 
most of the Bank’s monetary 
policy committee (mpc), 
which sets rates. 
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That makes it the Bank’s job, not the 
Treasury's, to worry about the exchange 
rate. If Mr Brown is not sweating, then Ed- 
die George, the Bank’s governor, is. In a 
speech on April ist Mr George said that 
“Sterling's strength against the p-mark and 
other core European currencies creates a 
real dilemma for monetary policy." Leave 
rates alone, and you risk inflation. Tighten, 
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and up goes the pound and exporters suf- 
fer. In February, it was only Mr George’s 
casting vote at the mpc that prevented a 
rate rise. 

Mr Brown’s reasons for handing mone- 
tary policy over to Mr George and his team 
are sound enough. He argues that when 
past chancellors set interest rates, crude 
politics prevailed over pure economics. 
Rather than risk unpopularity by increas- 
ing interest rates when the economy was 
booming, chancellors stayed their hand. 
Eventually, rates had to go up more sharply, 
prompting nasty busts. It is reasonable to 
suppose that unelected central bankers will 
take a more sober, technocratic view of the 
economy than politicians, In other coun- 
tries, the theory seems to work—although 
the system in Britain is too young to judge. 

Mr Brown's critics say that the chancel- 

lor is still indirectly respon- 
sible for the rise in the 
pound. Had his fiscal policy 
been tighter, they say, the 
Bank would not have had to 
raise interest rates as much as it 
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TES has to slow the economy down. 


Since May, it has raised rates in 
four quarter-point steps to 7.2596. 
Financial markets seem to be ex- 
pecting another increase—per- 
haps when the mpc meets on April 
8th-9th. All this has pushed the 
pound up. Indeed, say Mr Brown's 
detractors, his budget last month 
made matters worse by not raising 
taxes more: witness the rise in the 
pound since then. 

This is unfair—not least because 
no one really knows quite why the 
pound has risen so much. Perhaps Mr 
Brown should have been tighter in his 

budget. But the case is hardly cast-iron. 
March's budget was more or less neutral, 
but in his first budget, as he kept remind- 

ing the Treasury Committee, Mr Brown 
tightened fiscal policy by 2% of GDP. And it 
is hard to believe that Mr Brown has made 
the MPC more likely to raise rates. The com- 
mittee was briefed on the budget at its 
meeting almost two weeks before, so Mr 
Brown's speech was not news. In any event, 
sterling's latest surge began before the bud- 
get. It gained 1.4% against the p-mark in the 
week to March 16th, the day before the bud- 
get, compared with 1.1% the week after. 

But even if Mr Brown had kept control 
of interest rates, other forces would still be 
pushing the pound up. By definition, Brit- 
ain is only one side of the exchange-rate 
story. One factor behind sterling's long 
climb has been that currency markets are 
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Sterling's March 
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Mi er yet 
Sterling against the D-mark 


worried that the new European single cur- 
rency may be weak: sterling is in the un- 
usual position of being a safe haven. 
Perhaps more important, while Brit- 
ain’s economy has been strong, Germany’s 
has been weak. Economists reckon that 
German interest rates may not rise until the 
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second half of this year. In 
some other countries that will 
join the single currency, such 
as Spain and Ireland, rates 
will have to fall closer to Ger- 
many's even though their 
economies are growing 
quickly. With German short 
rates at 3.3% and British rates 
over 7%, “There’s nowhere 
else to put the money,” says 
Alison Cottrell of Paine- 
Webber, an investment bank. 

Mr Brown, then, is off the 
hook? For now. His troubles 
will grow both in politics and 
economics, however, the 
longer sterling's strength lasts. 
For sooner or later, if the chancellor wants 
Britain to join the single currency, he will 
have to negotiate a permanent exchange 
rate. The lower the better, British exporters 
will say. Other Europeans, though, will 
want the opposite. The pound may yet 
cause trouble for Mr Brown. 





Lord Archer wants to be mayor of London. The Tory hierarchy is less keen 


qe was a time when the Tory party 
regarded Jeffrey Archer as a great asset. 
A millionaire novelist with the popular 
touch, he seemed just the man to connect 
with the masses. But Lord Archer is now in 
danger of becoming a serious embarrass- 
ment to William Hague's new model To- 
ries. He is desperate to become the first 
elected mayor of London and his popular- 
ity with Tory activists means that he could 
well secure his party's nomination for the 
job. But Mr Hague's advisers are painfully 
aware that Lord Archer's chequered past 
will make him, and the Conservative Party, 





vulnerable to the charges of “sleaze” that so 
damaged the Tories in recent years. 

In the past week an unkind article in 
London's Evening Standard headlined: 
"Why this man is unfit to be mayor", has 
provided a taste of what may be to come. 
There was nothing startlingly new in the ar- 
ticle. Nearly all the allegations, from fid- 
dling expenses to improper share dealing 
and a charge for shoplifting in Canada, had 
already appeared two years ago in Michael 
Crick's meticulously researched biography 
“Stranger than Fiction" (Penguin, £8.99). 
The problem is that if Lord Archer does not 
sue, his political opponents may feel 
they have carte blanche to repeat the 
allegations throughout the election 
campaign. 

Lord Archer has twice resorted to 
the courts to resuscitate his political 
ambitions, most famously when he 
was awarded £500,000 ($835.000) 
after the Daily Star wrongly claimed 
that he had had sex with a prostitute 
to whom he admitted paying several 
thousand pounds. Despite these past 
successes, this time he has appar- 
ently decided to lie low. 

Although the decision not to sue 
will make Lord Archer politically 
vulnerable, it is almost certainly 
wise. A showdown in the High Court 
against a determined opponent is 
rarely a sensible step for an ambi- 


tious politician—as Jonathan Aitken, Lord 
Archer's fellow Tory, has recently discov- 
ered. On many of the allegations, more- 
over, Lord Archer has never provided a co- 
herent explanation for his conduct. 

The most serious episode is the most re- 
cent. In January 1994, Lord Archer bought 
50,000 shares in Anglia Tv in the name ofa 
Kurdish adviser, Broosk Saib. It was a bril- 
liantly timed purchase because the previ- 
ous day a secret merger had been negoti- 
ated between Anglia and MAI, a media 
group. It was also most unwise because 
Lord Archer's wife was a director of Anglia 
Tv and therefore privy to the negotiations. 
When news of the deal became public five 
days later, Anglia shares soared and Lord 
Archer immediately sold, netting a quick 
£77,000 profit. It was a coup which might 
have come straight out of an Archer novel. 

Unhappily for the novelist, the Depart- 
ment of Trade appointed two inspectors to 
inquire into his inspired share trading. 
Their report has never been published, al- 
though Lord Archer subsequently claimed 
that he had been “exonerated”. That is not a 
word used by the inspectors, one of whom, 
Hugh Aldous, later commented: "It is an 
inspector's job to produce a report. If the 
Department of Trade with all its lawyers 
wants to let someone off, it is up to them." 
Lord Archer, while maintaining his inno- 
cence of insider dealing, has admitted pub- 
licly that he made *a grave error". 

How will the Tory party deal with its Ar- 
cher problem? One solution the Tories are 
toying with is to say that all mayoral nomi- 
nees would need prior approval from party 
headquarters, as parliamentary candidates 
do. But excluding a man who has many in- 
fluential friends in the party might be even 
riskier than letting Lord Archer run. 

The one consolation for Mr Hague is 
that the Labour Party is equally embar- 
rassed by its leading mayoral candidate: 
the left-wing symbol ofold Labour, Ken Liv- 
ingstone. An Archer-Livingstone contest 
would be great fun for voters—and a night- 
mare for both top political parties. 





Northern Ireland 


Accused 


HEN Robin Cook became foreign 

secretary last May, he immediately 
made the promotion of human rights 
abroad one of his priorities. Now Britain's 
own human-rights record in Northern Ire- 
land is once again under attack, just as 
multi-party talks on the province's future 
reach a climax. 

On April 1st Param Cumaraswamy, the 
UN's special rapporteur on the indepen- 
dence of judges and lawyers, presented his 
findings to the annual meeting of the UN 
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AST August, air-traffic controllers near 

Heathrow watched in horror as their 
| radar screens showed a departing British 
_ Airways Boeing about to collide with an 
| incoming Virgin flight. Seconds later, the 
| two aircraft passed in thick cloud within 
| 200 yards of one another. 

The incident, one of the closest “air- 
misses" of recent years, was blamed on a 
breakdown in communications between 
the air-arrivals and air-departures con- 
trollers. If the planes had collided, more 
than 300 lives would probably have been 
| lost. Some air-traffic controllers claim 

that the incident was no freak. They see it 
| as symptomatic of the increasing dangers 
of congestion, as the volume of air traffic 





Human Rights Commission in Geneva. Mr 
Cumaraswamy, a Malaysian, found evi- 
dence of systematic harassment of lawyers 
representing Catholic (republican) and 
Protestant (loyalist) terrorist suspects by the 
Royal Ulster Constabulary (Ruc). He makes 
a number of recommendations: that a gen- 
uinely independent authority be estab- 
lished to investigate complaints against the 
police; that those detained under anti-ter- 
rorist laws have immediate and continu- 
ing access to a lawyer; that the right to si- 
lence be reinstated; and that the right to a 
jury trial—suspended for terrorist offences 
in 1973—be restored. 

Most awkwardly of all for the govern- 
ment, Mr Cumaraswamy calls for an inde- 
pendent judicial inquiry into the 1989 
murder by loyalist terrorists of Patrick 
Finucane, a lawyer who represented terror- 
ist suspects. Finucane's murder is one ofthe 
murkier episodes in Northern Ireland's 
dark history. There have been persistent 
allegations of police and security-force col- 
lusion in the killing. In January of that year, 
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Too close for comfort 





above London increases by 7% a year. 
Next week an all-party House of Com- 
mons committee will give voice to some 
of these concerns. In particular the report 
of the transport sub-committee will 
strongly criticise delays in introducing a 
new state-of-the-art air-traffic-control sys- 
tem. The current control centre at West 
Drayton, near Heathrow, was meant to be 
replaced in 1996. But despite the continu- 
ing efforts of hundreds of software engi- 
neers, the new system is still not ready for 
use—and may not be operational for a 
couple more years. The parliamentary 
committee will call for an independent 
examination of whether the new system 
can ever be made to work properly, or 


Douglas Hogg, then a Home Office minis- 
ter, stood up in the House of Commons 
and criticised “a number of solicitors in 
Northern Ireland who are unduly sympa- 
thetic to the cause of the rRA". Three weeks 
later, Finucane was shot 14 times in front of 
his wife and three children. 

All of these criticisms and recommen- 
dations have been made many times be- 
fore by international human-rights groups. 
But a UN investigation into Northern Ire- 
land's legal system carries particular 
weight. The Blair government—unlike its 
predecessor, which was often enraged by 
criticism of its conduct in Northern Ire- 
land—was at pains to be seen to take the re- 
port seriously. In a detailed nine-page re- 
sponse, it was careful not to criticise Mr 
Cumaraswamy, and explicitly praised the 
rapporteur system. It pointed out that a law 
currently passing through Parliament will 
establish a new, more independent police 
ombudsman for Northern Ireland. It also 
said that more training for judges in hu- 
man-rights law, recommended by the re- 


should be scrapped. 

Some air-traffic controllers argue that 
the commercial pressures on Heathrow— 
the world's busiest international air- 
port—are beginning to impinge on safety. | 
But the National Air Traffic Service, | 
which is responsible for aircraft control, 
strongly denies this. Its director, William 
Semple, says that: “People tell me that it is 
statistically inevitable that there will be a 
collision one day. I simply don't believe 
it, because we are working day in, day out 
to prevent this happening." 

The last mid-air collision of passenger 
aircraft flying over Britain was 51 years 
ago. This safety record is due to strict regu- 
lation which requires aircraft to be sepa- 
rated by at least five miles. The authorities 
keep records of all “air-misses”, which are 
defined as situations where, in the opin- 
ion of either the pilot or the controller, the 
safety ofthe aircraft was compromised. In 
recent years, the overall number of such | 
incidents has been roughly constant. Last 
year, there were more than 30 air-misses, 
the majority of which were due to control- 
ler error. However, it is thought that the 
figures for 1997—which have not yet been 
released—may show that the number of 
the most serious air-misses, in which 
there was thought to be an actual risk of 
collision, is increasing. 

Ensuring that the growth in air traffic 
can be accommodated safely is likely to 
have one obvious consequence—delays. 
The National Air Traffic Service estimates 
that roughly one in ten flights will be de- 
layed by an average of 14 minutes this | 
summer. Most passengers would proba- 
bly see that as an acceptable price to pay. 











port, was already planned. 

But it defended the current emergency 
provisions restricting access, in certain cir- 
cumstances, to lawyers as a necessary secu- 
rity precaution. The government conceded 
that the restoration of jury trials is desir- 
able, but said it is still too soon, given the 
likelihood that juries will be intimidated. It 
defended the restrictions on the right to si- 
lence. Finally, it rejected the plea for a new 
investigation into Finucane's murder (no 
one has ever been prosecuted). 

With little more than a week until the 
government's Easter deadline in the multi- 
party talks, a bolder response was unlikely. 
Any move on human-rights issues now is 
bound to antagonise someone, most likely 
unionists, given that 93% of RUC officers 
are Protestant. But a meeting on April tst 
between the British and Irish prime minis- 
ters made it clear that agreement is still elu- 
sive. If the talks fail and violence surges 
again, Britain s commitment to human 
rights may really be put to the test. 
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Cognitive dissonance 


ORRY to go on about the so-called rebranding of Britain, but 

since the government is so intent on pressing on with it, it 
seems only polite to notice. Initiatives come thick and fast. This 
week the government opened “powerhouse::uk”, an exhibition 
intended to parade the best of British design. It announced the 
membership of Panel 2000, a committee of worthies who are 
going to produce "a strategy for the public presentation of Brit- 
ain”, and identify “key messages" to get across. Tony Blair him- 
self has taken to writing (or, at least, putting his name to) newspa- 
per columns rapping the knuckles of the "cynics" who are 
"embarrassed" by Britain's success. Of course, he says, national 
identity is a complex thing and cannot be handed down by poli- 
ticians. "But it matters what we 
think about ourselves and how we 
project it." Even the Royal Navy is 
catching the rebranding habit. The 
nation's sailors complain that it 
was easier to feel belligerent on 
board Her Majestys warships 
when they were called Repulse 
and Indefatigable than when they 
are called Beaver. Then again, war 
itself is being rebranded. Word 
from the Ministry of Defence (long 
ago with more honesty called the 
"War Office")is that war is out and 
“peace-enforcement” in—which is 
undoubtedly how the defence 
minister, George Robertson, will 
explain the absence of a peace div- 
idend when he comes shortly to 
unveil the government's security 
and defence review. 

The truth of the matter is that 
the cynics whom Mr Blair derides 
are not embarrassed by Britain, 
but by the spectacle of a govern- 
ment trying so hard to distil the 
character of a complex society into 
a few “key messages” to be put over 
to voters and foreign investors 
who might otherwise have failed 
to get the gist of what Britain is all 
about. It is inevitable that such an exercise should end up by 
tying a government in knots. One example this week was the 
artless speech with which Robin Cook, the foreign secretary, an- 
nounced his Panel 2000 exercise. He declared disarmingly that 
20 years ago (that is, the last time Labour was in power) Britain 
was “stuck in decline”, whereas today it was “a dynamic, self- 
confident, outward-looking society, proud of its place as a lead- 
ing partner in Europe and a pivotal nation in the world." Gosh. 
This was not, shall we say, the "key message" New Labour was 
putting out when it was in opposition. And surely not even Mr 
Cook believes that Labour's first 11 months back in office have 
had a society-transforming impact of this scale. Why not just 
come right out with it and say that New Labour is Lady Thatch- 
er's grateful heir? 

Businessmen know that a problem with branding is avoid- 
ing precisely this sort of "cognitive dissonance" —sending out 
key messages that contradict other key messages, or raise expec- 
tations beyond the level the product itself can satisfy. In “Brand 
Warriors" (HarperCollins, 1997) Archie Norman, the chairman 
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of Asda, a once-failing supermarket chain, explains how his 
brand was restored to health in part by making staff concentrate 
on a single, consistent message. But in a big organisation this 
requires disciplined enforcement from the centre. It follows that 
a government preoccupied by branding needs a strong *brand 
manager" who will whip his “category managers" into line. Only 
this can explain why that nice Mr Blair lets Alastair Campbell, 
his bloodcurdling press spokesman, scold and intimidate se- 
nior cabinet ministers who may have had the temerity to give 
the media some messages of their own. 

In fairness to Mr Blair, his is by no means the only party that 
has knelt before the god of marketing. Asda's Mr Norman is now 
vice-chairman of the Conservative 
Party, à product which, under Wil- 
liam Hague, a former McKinsey 
management consultant, has gone 
in fora spot of rebranding itself. At 
their spring conference in Harro- 
gate last weekend, delegates were 
treated to a lecture by a professor 
of strategic marketing from City 
University, in which they were ad- 
vised to get more in touch with 
feminine attributes such as intu- 
ition and sensitivity. The Tories 
are already taking this lesson to 
heart. Just as a British bank once 
branded itself “the listening 
bank”, the Tories will later this year 
launch a “Listening to Britain” ex- 
ercise. They may as well, since Brit- 
ain has stopped listening to the 
Tories. 

Branding a party is one thing. 


tion is somehow a lot more dis- 
turbing. It is hard to know exactly 
what Britain does or should stand 
for. But to be told that on Panel 
2000 “chiefs of industry like Sir 
Colin Marshall will exchange 
views and findings with media fig- 
ures like rTN's Zeinab Badawi; ath- 

lete Judy Simpson with Martin Bell Mp” does not inspire huge 
confidence in the ability of the government to ferret out some 
novel answer that will redound to the nation’s greater glory. As 
for “powerhouse::uk”, there is something about the sheer lower- 
caseness and colonic exuberance of the title of this latest wheeze 
that makes Bagehot uncomfortable. Perhaps the four grey inner 
tubes filled with British goodies that have been dumped on 
Horse Guards Parade to wow inward investors will do just that. 

But it is doubtful. Once you are into the language of branding, 
the Foreign Office becomes the advertising arm of UK plc, a job 
for which centuries of dispatching gunboats, of whatever name, 
have left it uniquely unqualified. 

Of course it would be nice for Britain to be known better for 
its creativity, economic performance and social justice. But that 
sort of success can usually be relied on to speak for itself. In the 
meantime, there is a political as well as aesthetic virtue in calling 
things by their proper names. The present fixation on “message” 
is in danger of raising political debate to new heights of vapid- 
ity—and insulting the intelligence of voters into the bargain. 
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Absorb a book's most important ideas from 
eight pages, not hundreds! 


Now you can read 
the best business books of 1998 
—in just 15 minutes each! 

Us the executive dilemma of the Nineties: 

Information overload. 

With all of your professional reading 
burdens, you probably find it impossible to 
keep up with the new business books. There 
should be a simpler way. And there is. 


A systematic solution. 


Suppose you had an assistant who screened 
and selected only the quality books tor you. 
Who culled the most important ideas from each 
one, and compiled them into a neat little execu- 
tive summary. So you could obtain 
a working knowledge of the book's contents— 
in à fraction of the time. 

Now you can hire that “assistant.” 
Soundview Executive Book Summaries. 

Every month, you receive quick-reading, 
time-saving summaries of the best new 
business books. Each contains all the key 
points in the original book. But instead of 200 
to 500 pages, the summary is only eight pages. 
Instead of taking five or ten hours to read, it 
takes just /5 minutes! 


You'll benefit five ways. 
In 1980, shortly after the debut of Executive 
Book Summaries, The Wall Street Journal 


culled it “a Draconian answer for the prose- 


burdened executive . . . to what is becoming an 
increasingly irksome management problem: 
too much to read." Here s why: 


1. Gain a competitive edge. With the breadth 
and depth of knowledge gained from books, 


iUs less likely that you'll be caught off 


guard. Count on it: Major changes in the 
economy and the business climate are 
ahead. Will vou be ready? 


2. Get ideas you can use. Discover practical 
techniques you can put to work immediately. 


3. Bolster your business confidence. You 
gain a real understanding of the key points 
of the hottest new business books. When 
a title or author comes up, you'll be 
prepared to respond intelligently. 


4. Learn more, remember more. ^ccording to 
studies published in psychology journals, 
you retain the content of a summary better 
than a book. 


5. Slash hundreds of hours off your reading 
load! How often have you cracked open 
a book with great expectations—only to find it 
a huge disappointment? We select the truly 
worthwhile titles—and discard the rest. 


How many of these outstanding 
books have you read? 
Here's just a sampling of the superb 
business titles we summarize for you: 


e The Living Company Arie de Geus 
e The Anatomy of Persuasion Norbert Aubuchon 
e Stress for Success Loehr, Groppel, and Etcheberry 
e The Leader of the Future Hesselbein et al 
e Beyond Reengineering Michae! Hammer 
e Mission Possible Blanchard and Waghorn 
e The Soul of the Firm C. William Pollard 
© Leading Change John P. Kotter 
e The Loyalty Effect Frederick F. Reichheld 
.. and many more! 
The books we summarize cover just about 
every subject vou need to know: Management 


techniques. Planning. Trends and forecasts. 
Marketing. Training and education. Quality and 
productivity. Leadership. delegation, and moti- 
vation. Effective communication. Hiring and 
firing. Negotiation. Entrepreneurship. Inter- 
national business. Guidance on your career, 
achievement, and personal growth. And more. 

These are the important books. They give 
you a broader perspective and a deeper level 
of insight. And the ideas and solutions they 
contain can pay big dividends for you. 


Special introductory offer... 
plus two free bonuses! 

One year of Executive Book Summaries 1s only 
US$139, To buy the 30 books we'll summarize 
would cost you $800 plus shipping. And would 
you have the time to read even half of them? 

Subscribe now and we'll extend your intro- 
ductory subscription an extra (wo months 
FREE. Thats 14 months for the price of 12. 
You'll also receive Skills for Success, packed 
with the best ideas from past Summaries. 

If at any time you are not 100% pleased, let us 
know and we'll send you a prompt and full refund of 
the entire purchase price. 

The 30 best business books of the year. 
Reading time: 15 minutes each. Tens of 
thousands of executives, in 136 countries, have 
discovered this unique system for keeping 
informed and ahead. Nothing else even comes 
close. Please respond today. 


How to begin: 

> COMPLETE THE COUPON and mail to: 
Soundview Executive Book Summaries, 
3 Pond Lane, Dept. SECO48, 
Middlebury, VT 05753-1164 USA 

> CALL 802-388-8910 
24 Hours a Day 

> FAX your credit card order to: 
802-388-8939 

> ORDER via the Internet: 
http://www.summary.com (World Wide Web) 
OR e-mail: sales@summary.com 
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i Introductory Offer € 
send me Executive Title 
T .J YES Book Sun manos c 
for 14 months at only US$139 ° 
(US$95 in Mexico). Price Address 


includes Airmail delivery. Also 
rush my FREE copy of Skills City 
for Success. | may cancel at 
any time and receive a full 
refund of the entire purchase 
price. Whatever my decision, 
everything | receive is mine to 
keep. 


Soundview 
EXECUTIVE Book SUMMARIES 
3 Pond Lane, Dept. SECO48 
Middlebury, VT 05753-1164 USA 


Zip/Postal Code 


Phone 


Card No. 


Signature —— 


Check enclosed, or, charge my: Visa yMasterCard AmEx Diners Club 


U.S funds must be drawn on a U.S. bank. Call or fax for other accepted currencies. 





State/Prov 
Country 
Fax 


Exp. date 
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_ | KARACE [1 i ELECTRIC SUPPLY COR 


The Goverment of Pudstan ("GoP^) through the Privatisation Commission intends to sell up to 51% of its equity PP in ‘te Karüchi E lectric 


Supply Corporation ("KESC") to a strategic buyer who would also be given management control. The GoP has apnoea the Union: Bank of 
Switzerland as the financial advisor (the “Financial Advisor") for this transaction. : 









KESC is a vertically integrated utility and the monopoly supplier of power to Karachi (and certain adjoitting dans (ho “te erritory" Pakistan s 
largest city and the countrys commercial and financial capital. KESC has an installed generation capacity of EER MW, transmission and 
distribution lines spanning over 15,561 km and 1.36 million customers. PUN E 







Details of KESC's genitam. assets are dice below: 
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m s trandmiasion system spans over 993 km and mainly consists of overhead lines of which 20% are 220 kV. The distribution network, 
stretching 14, 568 km, comprises 5,651 sub-stations (11 kV) and pole-mounted transformers with a total capacity of 2,745 MVA. 


in December 1997, Pakistan’ B Parliament enacted an important pre-requisite for a clear and transparent regulatory environment: the Regulation 
of Generation, Transmission and Distribution of Electric Power Act, 1997. National Electric Power Regulatory Authority "NEPRA") is the. 
` regulatory body constituted under this act. 





The. KESC privatisation represents an attractive investment opportunity in view of KESC's exclusive licence for the Te erritory and AEE Ps us GE 
upside poteritial. Substantial cost savings can be achieved through the upgrading of power plants, transmission lines and distribution networke as 
well as the improvement of operational efficiencies. e 


| Request for preliminary: information on KESC by interested parties (companies and/or consortia) is hereby invited which should focus on. dnd 
_© include brief details on the following criteria. Such requests must be submitted to the Financial Advisor (on the addressAtelefax. number provided | 
S sal by close of business on April 10, 1998, either by mail or fax: 





d. Experience | in electri ic utility management in emerging markets, 
2. Experience i in international power development; | 
3. Involvement in the acquisition/operation of utilities requiring system upgrading and managerial teneret 
4. Financial standing including disclosure of networth; and 
5. Details of ownership structure. 


-Request for Preliminary Information should include the name and address of the company and/or consortium, the date and place: of. ihcorporatión 
n "fas relevant), and contact details. Parties that wish to receive preliminary information on KESC should immediately send details rogünsted. above 
; to the Financial Advisor at: 












UBS Saunas (Pakistan) Litnited | 
-First Floor, State Life Building 1-A . 
I. I. Chundrigar Road, Karachi, Pakistan. 


Habib Yousuf 
Head of Corporate Finance 


Union Bank of Bwitzenland: 
SE Gloucester Tower 
The Landmark, 11 Pedder St. Central, Hong Kong 


James Shaver 
^ fonce Director 

















Anwar d. Belgaumi 
Senior Associate | 


Tel: Comp 242-0 0081 Fax: eoa M 


d. ; / l Director | IE 
«po Tee (352) 2846-8508 Fax: E02) 2546-8551 | 





us The oso numen of Pakistan, An its sole discretion; reserves the right not to respond to any such request for prel imi 
based on a. review of the infor nation provided by any interested. ‘patty. E 





5-A Constitution Avenue: E AC Building, Tslumabad 
Tel: # (92-51) 9205146-7 Fax: # (92-51) 9203076, 9211692 


E-mail: pcpak@meganet.com.pk 
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The science of alliance 


ORLANDO 


McDonald’s, Coca-Cola and Disney, the world’s top three brands, are linked 
bya hidden web of alliances. Forthem, as for many others, such alliances offer 


the best hope of future growth 


N MID-MARCH, 18,000 McDonald's 

employees from 109 countries de- 
scended on Orlando for their biennial con- 
vention. The occasion provided a powerful 
reminder of McDonald's ties to both Dis- 
ney and Coca-Cola. Coke's new chairman, 
Doug Ivester, was on hand to pledge sup- 
port to his biggest customer, and Disney 
gave the employees a sneak preview of its 
Animal Kingdom, where McDonald's is 
sponsoring Dinoland, one of its 
attractions. Zi 

Outside the Animal King- G '/ 
dom, the smart new McDonald's li 
is a themed DisneyWorld restau- ‘ l 
rant. The staff wear special Disney-ap- 
proved uniforms showing McDon- 
ald's characters, and in the middle 
of the store an oversized bottle — 7^. 
dispenses Coke. 

The ties between these three gi- 
ants are part of a broad trend. John 
Harbison, a consultant at Booz, Allen 
& Hamilton, reckons that some 32,000 
alliances have been formed around the 
world in the past three years, three-quarters 
of them across borders. Alliances now ac- 
count for 18% of the revenues of America's 
biggest companies. 

They come in many shapes and sizes: as 
joint ventures, as strategic minority stakes, 
and even as families of interlocking firms 
like Japanese keiretsu. However, David 
Ernst, an expert on alliances at McKinsey, 
another firm of consultants, says that many 
of the newer allies eschew more formal eq- 
uity links in favour of limited operational 
tie-ups: co-branding deals, marketing alli- 
ances, co-manufacturing projects, R&D 
agreements and so on. 

This new chumminess is being driven 
by two fashionable ideas: globalisation 
and core competence. The first compels 
companies to look for ways to sell their 
product in as many different places as pos- 
sible, which often requires other people to 
help them. The second, the fashion for a 
firm sticking to what it does best, means 
that they must often let outsiders help them 
with everything else. Asked what propor- 
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tion of Coca-Cola's revenues come from al- 
liances, Mr Ivester replies “100%”, explain- 
ing that every dollar which the soft-drink 
giant earns comes from some form of part- 
ner—a bottler, a distributor, and so on. 

The ties binding Coke, McDonald's and 
Disney vary enormously. Last year McDon- 
ald's and Disney began a formal ten-year al- 
liance. An early hit was “Flubber”, an indif- 














An irresistible market force? 


ferent Disney film whose box-office returns 
were helped by tie-ins at McDonald's. In 
July the burger giant will start a more ambi- 
tious campaign to promote "Armaged- 
don", a $100m film starring Bruce Willis, 
selling tickets and special “Astromeals” at 
each of its 23,500 restaurants worldwide. 
This time the target is not children but 
young adults—a market where McDonald's 
is weaker. 

By contrast, McDonald's alliance with 
Coca-Cola has no piece of paper to fall back 
on—just *a common vision and a lot of 
trust", according to Mr Ivester. On setting 
up in the burger business in the 1950s, one 
of Ray Kroc's first successes was persuading 


a young Coke executive called Waddy Pratt 
to provide him with cola. Mr Pratt (who was 
greeted as something of a celebrity in Or- 
lando) ran the McDonald's relationship 
until 1984; since then it has been run by 
only one other person, John Gillin (who to- 
day heads a team of some 100 people). 

Although Coke sells drinks to other res- 
taurants, its relationship with McDonald's 
goes far beyond that of a mere supplier. It 
has helped its partner to set up new opera- 
tions around the world (Coke is sold in al- 
most twice as many countries as McDon- 
ald's. Michael Quinlan, McDonald's 
chairman, runs offa long list of areas of co- 
operation, from banking relationships to 
equipment design. There is also consider- 
able contact between the two companies at 
board level. When Robert Goizueta, Coke's 
chairman, died, flags flew at half-mast at 
McDonald's throughout the world. 

Coke's ties to Disney are arguably the 
weakest of the three—but they are still con- 
siderable. Coke has been the sole provider 
of soft drinks at Disney theme parks since 
1955, and it has had a marketing alliance in 
place since 1985. Coke has also helped Dis- 
ney overseas. 

Altogether Disney has a 
dozen or so big corporate 
partners, including Kodak 
and 1BM, and countless small 
ones. But one Disney mar- 
keter points out that Coke, like 
McDonald's, is a particularly 
strong fit because of its em- 
phasis on families. 

All three firms stress that 
much of the control over their 
alliances is left to individual 
country managers. Disney, for 
instance, is doing relatively 
little with Coke in continental 

s Europe at the moment, be- 
cause attention there has 
turned to the World Cup. There 
are also occasional kerfuffles. Coke recently 
withdrew from the competition to supply a 
Disney-owned baseball stadium in Califor- 
nia, objecting to the terms. But in general 
the alliances can only get deeper as long as 
they continue to pass a simple test— 
namely, that they either add revenue or cut 
costs, without committing capital. 

One thing that makes the Coke-Disney- 
McDonald's triumvirate so powerful is that 
they are all market leaders within their own 
industries. As one consultant puts it, the 
prettiest girls go off with the handsomest 
boys. This happens even with small compa- 
nies. Starbucks, the biggest American coffee 
chain, has set up stores within Barnes & No- 
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Bound to grow 
Revenues from alliances, 
for top 1,000 American 





ble, its bookselling peer. 

Why don’t the Big Three go the whole 
hog and buy shares in each other? Messrs 
Ivester and Quinlan both scoff at the idea: 
it would be a waste of capital to invest in a 
business where they have no experience, 
they say. Booz Allen’s Mr Harbison points 
out that in consumer businesses alliances 
are often more cost-effective than take- 
overs. To force its way into the iced-tea busi- 
ness, Quaker Oats spent $1.7 billion buying 
Snapple; PepsiCo responded by forming 
an alliance with Unilever's Lipton subsid- 
iary, which was just as successful. 

Indeed, the hallmark of the new alli- 
ances is their informality. Even when agree- 
ments are signed, they are usually fairly 
vague. (Mr Quinlan says that he has not 
studied the agreement with Disney since he 
signed it.) Their open-endedness is part of 
their appeal. In Silicon Valley, alliances 
break up almost as quickly as they form, 
rendered obsolete by some new technologi- 
cal twist, or undermined by a small firm's 
worries about being “sucked dry” of its 
good ideas by a larger partner. 

Consumer-goods giants like Coke, Dis- 
ney and McDonald's start on a more equal 
footing. They are also working in slower- 
moving markets, where industries are not 
turned upside-down overnight. But change 
remains a threat. What happens, for in- 
stance, if McDonald's continues to lose 
ground to Burger King (see box)? 

The answer, of course, is that the allies 
might find new partners. Alliances are a 
means to achieve faster, cheaper growth. 
They are not an end in themselves. Many 
big airlines spent the early 1990s trying to 
form alliances with one another, only to be 
caught off-guard by smaller carriers, such as 
Southwest and Virgin Atlantic, that offered 
lower prices or better service. Ar&r formed 
over 400 alliances during the six troubled 
years before it split itself up in 1996. 

Although alliances are cheap to set up, 
they do need to be managed. This takes 
time. On top of which is the diplomatic 
challenge of keeping an increasing number 
of disparate corporate allies content. On 
the evidence from Orlando, McDonald's, 
Disney and Coke are still one big happy 
family. For how long? 
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McJiTters 


ORLANDO 


LONGSIDE the enormous stands for 
Coke and Disney, one of the main 
features of McDonald's recent conven- 
tion was a huge demonstration kitchen. 
Thousands of franchisees queued for a 
chance to peer from a catwalk at the bur- 
ger flippers below. McDonald's new 
“Made for You” system, which has taken 
five years to prepare, is crucial to its fu- 
ture. It also marks a rare attempt to bring 
just-in-time (jrr) manufacturing tech- 
niques to a service industry. 
| McDonald's denies that its new sys- 
tem, which costs around $25,000 to in- 
stall, has anything to do with competi- 
tors burgers tasting better—it is just 
responding to customers' needs. But 
"Made for You" is plainly an answer to 
the charge that made-to-order food from 
rivals such as Burger King and Wendy's 
tastes fresher. At present, McDonald's 
franchisees often batch-cook their meals 
for busy periods. The food then loses 
some of its flavour sitting around. 
McDonald's spent a lot of time study- 
ing manufacturing systems like Toyota's. 
Its new system is a mixture oftechnology 
and reorganisation. The technology in- 
cludes gadgets that can toast buns in 10 
seconds, and ovens that can keep burgers 
fresh for up to 20 minutes. But the main 
point of the system is speed. The aim is to 
serve each customer within 90 seconds 
of ordering. 


Rolls-Royce Motor Cars 
Don't mention 
the U-boat 


BERLIN AND LONDON 


N MARCH 31st waves of champagne 
lapped a beach of canapés at Berlin's 
glitziest hotel, the Adlon. The crowd assem- 
bled for the launch of the Rolls-Royce Silver 
Seraph ogled a ballerina as she tweaked 
brown velvet drapes from the world's most 
expensive saloon car—price: a mere 
£155,000 ($260,000). 

Faced with Kitsch Britannia rather than 
Cool Britannia, Germans may still be mak- 
ing up their minds about the car. But they 
have been scrambling to buy the company 
that makes it, Rolls-Royce Motor Cars. And 
the winner appears to be Bavaria's BMW, 
which beat a diffident bid from arch-rival 
Daimler-Benz and mass-market manufac- 
turer Volkswagen with a bid of £340m, 
backed up with a promise of investment 
and a blunt warning. If another buyer pre- 
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The moment a Big Mac is ordered, a 
computer screen in the kitchen tells one 
of the workers to start assembling it. | 
Meanwhile, by monitoring the flow of 
orders, the computer also estimates fu- | 
ture demand, indicating when to start | 
cooking things (like fries) that cannot be 
squeezed into the 90-second slot. 

It remains to be seen whether the 
franchisees embrace the system. “Made 
for You” should help cut stock costs, and 
there may be some staff savings. But the 
proof of the pudding will, so to speak, be 
in the burgers. An early indicator of their _ 
taste came from one franchisee who has | 
installed the new system and who told 
the Orlando Sentinel that his staff “have 
started eating the food again”. 
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Fresh competition 


vails—a bigger bid could yet appear-BMw 
will strangle Rolls-Royce's production by 
cutting off the flow of parts. It already sup- 
plies many components for the Seraph, in- 
cluding the engines. 

Why are so many otherwise sensible 
German industrialists falling over them- 
selves to buy this bauble? Here is a com- 
pany whose recent products have managed 
to combine extraordinary expense (its new 
model costs 50% more than the dearest 
Mercedes) and vulgarity. The company 
makes only 2,000 cars a year, and is too 
small to exploit its brand. In the cheaper 
luxury sector, Cadillacs made by America's 
General Motors and Lincolns made by 
Ford account for over half of total world de- 
mand of more than 530,000. Three-quar- 
ters of these are bought in America, where 
Rolls-Royce sold a mere 454 cars last year. 

Its tiny scale also means that Rolls- 
Royce has high fixed costs gobbling up 
what could otherwise be nice margins. At 
least £1 billion will be needed to bring it up 
to scratch—to invest in a bigger range of 
models, for instance. But after that BMW 
should be able to use its American dealer 
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network to sell many more Rolls-Royces to 
rich consumers. 

A big company acquiring a small spe- 
cialist can crunch costs—for example, on 
purchasing or logistics—without denting 
an up-market image. Ford, the world’s sec- 
ond-largest maker of volume cars, proved 
this at Jaguar, which it bought in 1989. 

These days car-making is more about 
brands than robots, and Rolls-Royce is one 
of the world’s best brands—though no 
longer quintessentially British. The walnut 
panelling and hand-stitched leather seats 
are British enough. So is the famous silver 
figure on the radiator (modelled on Elea- 
nor Thornton, a girl who was drowned 
when a German u-boat sank the ship she 
was on in 1915). But when you count the 
German engine and the American gearbox, 
more than one-third of the car is foreign. 

Until recently, Rolls-Royce did not have 
a moving assembly line. The trick now is to 
introduce advanced manufacturing sys- 
tems to put thecars together while applying 
modern brand management to the market- 
ing—for instance, by regularly introducing 
new models and variants to appeal to new 
customers. 

This is the lesson that Toyota taught the 
world when it launched its luxury Lexus 
brand, manufactured using the company's 
legendary mass-production techniques. 
Germans use the Lexus as a benchmark, 
even if they will not admit it, says Peter 
Schmidt of Automotive Industry Data, an 
industry consultancy. 

Still, BMw will handle the Rolls-Royce 
image with care. Apart from an outside fi- 
nance director, most of the current man- 
agement seems likely to stay in place. Bernd 
Pischetsrieder, BMW’s boss, talks affection- 
ately about "keeping it very British—maybe 
even making it more so". 

This is certainly not the case at BMW's 
existing British car firm, Rover, where a 
tough German boss, Walter Hasselkus, has 
been rooting out bad British habits, and 
some acquired Japanese ones. "Britain for- 
got how to make top-quality cars in high 
volume," says Mr Hasselkus. Bought by 
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BMW in 1994, Rover is still making a net 
loss as BMW invests in new models. 

BMW originally sought to buy Rolls- 
Royce ten years ago and has been hatching 
its latest bid for months. Now it needs to 
move quickly because the top end of the 
luxury-car market is going to be uncom- 
monly crowded in the coming years. 
Mercedes-Benz, having failed to win Rolls- 
Royce, is set to go ahead with its own luxury 
car, the Maybach. A formal announcement 
is expected in the summer. And Volks- 
wagen's management plans to revive an- 
other pre-war marque, the Horch, at a cost 
of around DMi billion ($541m). 

Mr Pischetsrieder is unworried. The 
main constraint on this segment of the 
market, he maintains, is not demand but 
supply. A wider range of luxury cars will 
simply tempt more customers. Supply will 
create its own demand, as in the market for 
car firms. 
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Japanese airlines 
Spoilt 


TOKYO 


NE by one, Japan’s three main airlines 

are revealing how ill-equipped they 
are to cope with their increasingly competi- 
tive environment. Years of protectionism 
have spoilt them rotten. 

Their high labour costs, landing fees 
and fuel prices have weighed down the 
three—Japan Air Lines (JAL), All Nippon 
Airways (ANA) and Japan Air System (JAS)— 
with unit costs that are at least 60% higher 
than the International Air Transport Asso- 
ciation's average. In JAS's case, unit costs are 
more than double the 1ATA average. 

The result was predictable. Despite five 
years of cutting overheads and chopping 
4,000 jobs, JAL still has an operating mar- 
gin of only 0.496 compared with 1096 for 
American Airlines and 7% for British Air- 
ways. For the financial year to March 31st, 
the Japanese flag-carrier has been forced to 
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revise its already-revised forecast, declaring 
a Y70 billion ($526m) net loss on consoli- 
dated sales of Y1.6 trillion. Last year's loss 
was a mere Y14 billion. The airline is to 
write off a staggering Y155 billion of accu- 
mulated losses, stemming largely from its 
hotel chain and resorts, and to cut a further 
1500 jobs. Meanwhile, JAL’s chairman, 
Susumu Yamaji, along with the president, 
Akira Kondo, are to take responsibility for 
the mess by resigning in June. 

Less buffeted thanks to its bigger chunk 
of the profitable domestic market, ANA is 
expecting a net loss of only Y3.1 billion on 
group revenue of ¥1.1 trillion for the year to 
the end of March. Even so, it has suspended 
dividend payments—for the first time in 30 
years—and is planning to cut 1,000 jobs 
while reducing investment by 20%. 

The fledgling jas has revised its forecast 
from zero profit to a net loss of ¥1.6 billion 
on sales of ¥325 billion. The number three 
carrier is to reduce its staff by 10% and 
abandon 21 unprofitable routes. Few ex- 
pect JAS to survive for long in anything like 
its current form. 

Two recent developments guarantee 
that, gloomy as they are, these results can 
only get worse before they get better. One is 
the total collapse of consumer confidence 
in Japan since the economy started to slide 
into its first recession since the oil crisis a 
quarter of a century ago. Along with retail- 
ing and entertainment, the travel business 
has plunged precipitously since January. 

The other development is a new bilat- 
eral aviation agreement hammered out 
with America in February. In its single- 
minded determination to secure the same 
access to the American market for ANA as 
JAL has enjoyed under the 1952 bilateral 
treaty, the transport ministry in Tokyo gave 
away the store. "The Americans got some- 
thing not far off the 'open skies' deal they 
were seeking," says Paul Smith, an analyst 
with HSBC Securities in Tokyo. 

The deal offers additional rights for 
America's incumbent carriers (Northwest, 
United and Federal Express) to pick up pas- 
sengers and freight in Japan and fly on to 
other destinations in Asia. It will allow 
them to ferry plane-loads of Japanese tour- 
ists to Bali, Thailand and Australia. 

As if that were not bad enough for Ja- 
pan's struggling airlines, the new agree- 
ment allows three non-incumbent carriers 
from the United States (American, Conti- 
nental and Delta) to increase the frequency 
of their flights to Japan by a further 90 
round-trips a week. Moreover, instead of 
just negotiating additional rights, the 
Americans also insisted that the necessary 
take-off and landing slots be made avail- 
able—especially at Tokyo's supposedly 
chock-a-block Narita airport. 

That has caused embarrassment for the 
Japanese government. With its two termi- 
nals and single runway, Narita accounts for 
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60% of the passengers at all Japanese air- 
ports. But in terms of take-offs and land- 
ings, its productivity is appalling—ranking 
it 153rd in the world with a mere 360 slots a 
day. With a single runway but only three- 
quarters of the surrounding space, Gatwick 
airport outside London provides up to 810 
take-offs and landings in a day. 

Insiders admit that Narita would have 
no trouble coping with 500 or more daily 
slots if the airport took a leaf from 
Gatwick's book. The biggest boost to pro- 
ductivity would be to add high-speed turn- 
offs on either side of the runway, so planes 
could peel off left and right after landing. 

It is not just American carriers that 
want more flights to and from Narita. So do 
European and even Japanese airlines. The 
new freedom ANA has won to fly to the 
United States is next to useless without ad- 
ditional slots at Japan's leading airport. 
The word is that the air-traffic controllers 
there have finally agreed to handle an addi- 
tional ten slots a day. That will keep the 
Americans happy. But with only a quarter 
as many slots at Narita, the Europeans 
spent the last week in March pressing the 
government in Tokyo to introduce some 
proper Gatwick-style improvements so that 





Not enough slots 


there will be enough slots for everybody. 
The dog-fight over lifting Narita's artificial 
constraints (and the protection that they 
have provided to Japan's leading airlines) 
has only just begun. 





Intel 


Not good enough? 


SANTA CLARA 


The booming market for cheap PCs took Intel by surprise. So did the conver- 
gence of computers and consumer electronics 


Grove is right behind Barrett 
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I MAY be too soon to talk 
about a crisis at Intel, the 
Santa Clara-based colossus 
whose chips power 90% of the 
world's personal computers. 
But with Andy Grove, one of 
the firm's founders, vacating 
the chief executive's office in 
May to Craig Barrett (while re- 
maining as "full-time" chair- 
man) and with eagerly 
awaited first-quarter revenue 
figures on April 14th expected 
to show a 10% drop over last 
year, the Intel steamroller is in 
some danger of losing its phe- 
nomenal momentum. As an 
added irritant, Intel is also 
suffering the time-consuming 
indignities of a full-scale anti- 
trust investigation by the Fed- 
eral Trade Commission. 
Behind any talk of crisis 
lies the suspicion that Intel 
might have missed not one, 
but two “inflection points"— 
critical changes in the com- 
puter industry that Mr Grove 


himself argues must be identified and 
managed if companies are to be successful. 
The points in question are the growing 
popularity of pcs that sell for less than 
$1,000, now nearly half the market, and the 
emerging mass market for so-called “con- 
vergence devices"—things like television 
set-top boxes that mix the technologies of 
the computer and consumer-electronics in- 
dustries. In both cases, Intel allowed com- 
petitors to win business before it could 
respond. 

Intel's entire business model is based 
on the premise of building ever faster and 
more powerful microprocessors. Each year 
it produces a new processor that sets the 
standard for performance and commands 
a premium price. Over time, often after 
only a few months, prices drop to generate 
volume, and the market—software compa- 
nies, PC-makers and their customers—is 
prepared for the next "hottest-of-all-time" 
chip. The idea that people might want to 
buy “good enough" computers has been 
anathema to Intel. 

The company's belated response to the 
popularity of the sub-$1,000 PC has been to 
cut the prices of its older Pentium proces- 
sors almost in half. At the same time it has 
developed a stripped down version of its 
new Pentium II chip that does without the 
“cache memory” that is one of the keys to its 
superior performance. The new chip for 
what Intel, with barely concealed disgust, 
refers to as “basic pcs” will be called 
Celeron—to ensure that the Pentium brand 
remains untarnished—and should become 
available later this month. 

Although Intel claims that it can pro- 
duce the Celeron at a price similar to chips 
offered by rivals like Cyrix and AMD with- 
out crimping its margins, most analysts are 
sceptical. If cheap PCs were stimulating 
growth in volumes, a narrower margin 
might be all right. But they aren't. Sales of 
basic PCs seem to be cannibalising the mar- 
ket for mid-priced models. 

The problem for Intel and for most PC 
manufacturers is that stocks are groaning. 
Today's “good enough” computers really 
are good enough to run most applications. 
For the moment, "processor-hungry" new 
applications such as speech recognition, 
digital imaging and video conferencing are 
failing to capture the imagination of 
enough mainstream buyers. As for forth- 
coming operating systems, both Windows 
98 and NT5 will chug along perfectly hap- 
pily on current hardware. 

Another frustration for Intel is the tardi- 
ness of the telephone companies in bring- 
ing into homes and small businesses the fat 
bandwidth that video- and graphics-rich 
websites require. Given that the web is cen- 
tral to most of today's computer users, there 
is logic in delaying investment in new pro- 
cessor power until users have access to 
enough bandwidth to use it. Why buy a 
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Porsche if the roads are gridlocked? 

If anything, developments in the na- 
scent market for television set-top boxes are 
even more troubling for Intel. These de- 
vices, which decode the signals for digital 
television and provide Internet access, are 

j PCS and are expected to 
sell in tens of millions. However, unlike PCs 
they seem likely to run a variety of different 
operating systems and processors. 

Because the boxes are built to meet de- 
manding  consumer-electronics price 
points and are simpler than PCs, manufac- 
turers like General Instrument (which sup- 
plies the boxes to cable television giant TCI) 
are fitting them with cheaper processors 
about half the size of chips based on Intel's 
x86 architecture. Price competition from 
companies like Hitachi, mips Technologies 
and ARM is intense. 

Does this all spell doom for a company 
that many regard as one of the most power- 
ful in the world? Absolutely not. Intel may 
be suffering from an unprecedented 
squeeze on margins at the low end of its 
business, and having difficulty coping with 
the dynamics of the consumer-electronics 
market, but it has an ace up its sleeve. 

The fattest margins are to be found at 
the top end of the market, among the indus- 
trial-strength servers (costing up to 





$250,000) that companies like Sun 
Microsystems and Hewlett-Packard make. 
And that is where Intel is heading next. In 
1999, the company will release the revolu- 
tionary 64-bit Merced processor that it has 
developed with Hewlett-Packard. 
Although Merced will be up against 
Sun’s Ultrasparc and DEC's Alpha, Intel's 
superchip promises performance advan- 
tages. Significantly, Sun (one of Intel's fierc- 
est rivals) has signed a technology-sharing 
agreement based on Merced and is adapt- 
ing its Solaris version ofthe Unix operating 
system to run on it. As far as Alpha is con- 
cerned, cards are being held tightly to 
chests. Under a deal to settle a licence-in- 
fringement dispute with DEC, Intel agreed 
to take over Alpha's manufacture. Now 
Compaq, soon to become DEC's owner, 
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must decide whether to carry on. It would 
surprise few if it chose not to. 

However, with the rrc investigation 
into Intel's business practices in full swing, 
Alpha's future is politically sensitive. Un- 
like Microsoft, Intel has a clear idea of the 
obligations placed on a dominant firm 
and has a reasonable record of sticking at 
least to the letter of antitrust law. 

As long as Intel can grab enough of the 
market for processors that drive the most 
powerful workstations and servers, the 
margin squeeze it is suffering at the volume 
end of the business should be bearable. 
Looking further ahead, much will depend 
on whether Craig Barrett can adapt Intel's 
business model and allow it to compete ag- 
gressively in cut-throat consumer markets. 

Mr Barrett is the man who revamped 
Intel’s production processes in the early 
1980s, so the task should not be beyond 
him. More doubtful is whether, at 58, he 
can replicate Andy Grove's driving strategic 
vision. Perhaps fortunately for Intel, Mr 
Grove, who is 61 and in remission from 
prostate cancer, has pledged to carry on 
supplying the ideas that Intel needs to 
make the industry (and thus its own busi- 
ness) grow. Intel has addressed the succes- 
sion issue, but it has not yet fully grasped it. 









All clucked up 


SAO PAULO 


AST years devaluations in Thailand 
and Malaysia have provoked a flap- 
ping of wings on Brazil's chicken farms. 
As South-East Asian poultry producers 
inundate some of Brazil's best markets 
with cut-price birds, a decade of rapid ex- 
| port growth for one of Latin America's 
. most efficient industries has come 
| Squawking to a halt. 
| Brazil is the world’s second-largest 
| producer and exporter of chicken meat, 
| after the United States. But in the first 
two months of this year its chicken ex- 
ports plunged by a quarter from the 
same period last year. The price has ral- 
lied recently, reviving hope in the indus- 
try; even so Brazil will be lucky to main- 
| tain its 1997 exports of $876m. 
| This is particularly bad news. Though 
| local consumption of chicken has 
| boomed in recent years, so has produc- 
tion. Profit margins on whole chickens 
| sold in the domestic market have been 
| close to zero. The fat has been found on 
fancy cuts and exported birds. 

But Brazil's poultry firms are a resil- 
ient breed. Sadia and Perdigao, the top 
two (who between them slaughter 2.3m 
chickens a day and account for half of all 
exports) are responding to the challenge 


by seeking new markets abroad and 
launching new, higher-margin products. 
Sadia has found new markets for its 
chickens in South Africa, Cuba and Rus- 
sia. And it is trying to increase the value 
of its exports by selling more joints and 
breaded products. At the same time, it is 
trying to turn itself from a rambling con- 
glomerate into a tighter processed-food 
firm. Last year it sold its beef and soya 
businesses, and this year it will open new 
factories making frozen pizza and fresh 


pasta. 





Unlike Sadia, which is controlled by 
seven (sometimes warring) families, 
Perdigao is owned by a bunch of finan- 
cial institutions. After bringing the com- 
pany close to bankruptcy in 1994, its 
founding family sold the firm to local | 
pension funds. Having invested $257m | 
since 1995 in modernising and expand- | 
ing its poultry- and pork-processin£ | 
plants, Perdigao isnowtryingtoincrease | 
its margins by exporting cooked chicken | 
joints to the Eu. It is also about to roll out 
new frozen and chilled products at 
home, according to Wang Wei Chang, its 
finance director. 

In the medium term, Brazil's export | 
prospects are bright. The country has nat- 
ural advantages in chicken production: | 
a large domestic market which allowsef | 
ficient scale, and cheap, abundant corn | 
and soya for feed. The poultry firms use a 
well-honed production system in which 
they provide day-old chicks (identified 
and separated by sex, a highly skilled 
task), feed and veterinary support to 
farmers who raise the chickens for a fee. 

The result is an industry that stands 
up well to international comparison. 
One recent study found that whereas | 
Brazil's productivity in the food industry 
is only 18% of America’s overall, in poul- | 
try the figure is 68%. Once the Asian 
chaos has subsided, Brazil's chicken 
kings will soon start clucking again. 
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In today’s business world, being the best on your home turf just isn't í 1 
good enough. At VEBA, a German multi-business company active in electricity, chemicals, d 
oil, distribution, logistics, real-estate management and telecommunications, we're looking 4 
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to become a global player. 


This year, two-thirds of our Group's $44.5 billion in sales will be achieved in 





our home market. In the near future, our plan calls for generating half of our sales in 3 
growing markets around the world. Which is why we've earmarked approximately "n 

A i 
$9 billion to boost our international business activities over the next five years. All with just 3 4 


one goal: enhancing shareholder value. 


Now let's look at our record: In the past five years, by relentlessly working on 
improving our game plan, we've more than tripled our share price. We've also achieved 


double-digit dividend increases annually over the past four years. 


OUR GAME PLAN: 





TACKLING THE GLOBAL CHALLENGE. 


At VEBA, we believe ours is a winning strategy. If you think so too, why stand 
on the sidelines? To learn more, you can reach us at: Phone ++49 (211) 4579-600, Fax: ++49 


(211) 4579-552, Internet: www.veba.com 
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Affairs of the heart 


Daniel Vasella has made a good start as chief executive of Novartis. His future success 
depends on transplanted hearts and cultured foreskins 


NCE a former physician, Daniel 
Vasella vaulted into the corporate hi- 
erarchy at Sandoz, which merged with Ciba 
in December 1996 to form Novartis, by mar- 
rying the chairman’s niece. But he is no chip 
off an old block. Unlike former heads of 
Swiss pharmaceuticals giants, he speaks in 
American-style sound bites and thinks 
American-style management thoughts—in 
sharp contrast to his chairman, Alex Krauer. 
The two of them have given the Swiss 
drugs-and-agrichemicals group a good start. 
Novartis’s results for its first full year of oper- 
ation, announced in mid-March, included a 
43% rise in net profit and a proposed 25% 
increase in the dividend. The shares fell on 
news that the company’s pharmaceuticals 
division had made a modest start to this 
year, “due to a contraction in certain mar- 
kets such as Japan”. But they soon picked up 
again and continued the rise that has taken them from SFr1,450 
at the end of 1996 to within a whisker of SFr2,700 (see chart). 

In the words of one investment analyst, Mr Vasella is “a 
shooting star". Having risen to the top of Sandoz’s drugs division 
in a mere seven years, he was a popular choice for chief executive 
when the company merged with its neighbour in Basle, Ciba. 
Now, at 44, he runs the firm with the fattest pharmaceuticals 
pipeline in the world (with 39 pills in the second phase of clini- 
cal trials or later), the biggest agrichemical business, and a SFr7.4 
billion ($5 billion) pile of cash. 

The way to keep growing, he says, quoting a Japanese prov- 
erb, is to “go where there is no path, and leave a trail”. A nice 
sentiment, nicely expressed; but the paths of some of Novartis’s 
more promising projects are unlikely to be smooth, and one of 
them looks distinctly rocky. 

The least worrying of the company’s more novel ventures 
concerns those foreskins. Later this year, Novartis plans the 
American launch of Apligraf, a product cultured from the har- 
vest of infant circumcisions. It could be used to repair burn vic- 
tims’ skin and promises to be the most profitable use of this par- 
ticular piece of tissue since David presented Saul with a sackload 
of proof of his military successes against 
the Philistines, thus winning the throne 
of Israel. The company says Apligraf is 
“showing great promise”. 

Novartis’s genetically modified crops 
are more troublesome, at least in Europe. 
Its top product is “Bt Corn”, a maize engi- 
neered to produce a protein that kills the 
European corn borer by destroying its in- 
testinal walls. This is handy: the borer, 
which currently destroys 7% of the 
world’s corn every year, is impervious to 
most chemical sprays. 

American farmers love Bt Corn—5-6% 
of their 1997 harvest was grown from 
Novartis’s seeds. But opposition from 
environmentalists makes it much harder 
to sell in Europe. Many Euro-greens be- 
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lieve that tinkering with the building blocks 
of life is perilous. 

Mr Vasella counters that plant biotech- 
nology is the key to human survival. Pest- 
bashing cereals are only the beginning, he 
says. Soon will come vegetables that grow 
faster and more densely, producing more 
harvests per year and more calories per 
plant. Other firms, including America's 
Monsanto and Britain's Zeneca, are also 
rushing to produce genetically superior 
crops. But the market is not yet crowded, 
and Novartis's technology is among the best. 

Mr Vasella's most questionable venture 
by far involves xenotransplants: using ani- 
mal organs to repair humans. Novartis's cur- 
rent best-selling drug, with sales of $1.3 bil- 
lion last year, is Sandimmun/Neoral; this 
stops transplant patients rejecting their new 
organs. But the drug's sales are limited by an 
acute shortage of transplantable human organs. Mr Vasella 
thinks this problem can be overcome by using pigs' hearts and 
kidneys instead. In 1996 he bought Imutran, a British firm that 
alters pigs' genes to make their organs more palatable to the hu- 
man immune system. He has said he is prepared to spend up to 
$1 billion pursuing this dream. 

Peter Laing, an analyst with Société Générale in London, 
reckons that the market for pig organs could be worth $6 billion 
a year by 2010, and that xenotransplants would boost demand 
for Novartiss immunosuppressive drugs by $4 billion a year. 
Only two other firms, us Surgical Corp and Baxter International, 
are competing seriously to share this prize. 

It may yet, however, prove to be a prize not worth winning. 
Xenotransplants may never work: in animal tests, no recipient 
ofan alien organ has yet survived for 
longer than a few weeks. And the 
story could have an even nastier 
ending. Suppose that a previously 
unknown virus jumped from pigs to 
humans via a transplant, and 
started an epidemic. This is by no 
means far-fetched: Hiv started in 
primates, and new-variant CJD 
came from cows. 

Mr Vasella insists that his re- 
searchers would spot any such haz- 
ards in advance, and that regulators will 
allow xenotransplants to proceed only 
when it is clear that they are safe. But it is 
hard to share his confidence. Monitoring 
xenotransplant recipients for signs of 
new viral diseases will be difficult. Such 
infections could lie dormant for several 
years. And regulators may not be as vigi- 
lant as Mr Vasella imagines. 

The possibility may be remote, but if 
Mr Vasella's scientists were to unleash a 
new viral disease, it could kill off a lot 
more than Novartis. 
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FINANCE AND ECONOMICS 


Breaking up is hard to do 


Big insurers are coming under pressure to 


ecialise in either life or property 


coverage, not both. Why do their managers hate the idea? 


HE 19905 are the decade of demergers. 

From itt, which controlled everything 
from auto-brake factories to Sheraton ho- 
tels, to Hanson, which once made bricks, 
cigarettes and chemicals, diversification is 
out of favour. If investors want to spread 
out across different industries, the reason- 
ing goes, they can do so perfectly well on 
their own—and besides, the 
stockmarket rewards companies 
with clearly defined strengths 
and punishes those whose busi- 
nesses are a jumble. 

Insurers have been slow to get 
the message. But “corporate clar- 
ity" has become a hot issue in 
boardrooms, as composite insur- 
ers—companies which under- 
write both life and property poli- 
cies—come under growing pres- 
sure to demerge. “A composite is 
worth less than the sum of its 
parts," says Bob Yates of Fox-Pitt 
Kelton, a London investment 
bank. On that theory, America's 
Lincoln National shed its prop- 
erty business in January to con- 
centrate on life insurance. 
Storebrand, the largest Norwe- 
gian insurer, is considering "all 
options", including a break-up. 
Chubb, an American property in- 
surer, spun off its life business 
last year, and Britain's Prudential 
got out of property insurance. 
Switzerland's Winterthur, now 
part of the Credit Suisse group, 
this week issued an unusual state- 
ment explaining why it will not 
split itself up. 

The source of this commotion is lin- 
guistic: the label "insurance" is attached to 
not one but several industries with very dif- 
ferent characteristics. Property and casualty 
(P&C) insurance, such as car or business-li- 
ability coverage, is purely about transfer- 
ring risk. If the insured suffers a loss for a 
reason covered by the policy, the insurer 
pays out; otherwise, the premiums vanish. 
Most policies last for a limited period, and 
insurers’ profits depend on careful selec- 


THE ECONOMIST APRIL 4TH 1998 


tion of risk and efficient handling of 
claims. Life insurance, in contrast, has 
more to do with saving. Most policies com- 
bine protection against risks (of dying too 
early or, with annuities, living too long) 
with a savings element. Profitability re- 
quires asset-management skills and 


shrewd marketing in the face of compe- 





tition from banks and mutual funds. 

The differences do not end there. P&C 
insurance is a mature industry with cut- 
throat price competition. Claims and prof- 
its are volatile and can be affected dramati- 
cally by natural catastrophes, so regulators 
require non-life insurers to set aside large 
amounts of capital. Life, on the other hand, 
is a growth industry. Ageing populations 
and worries about the future of state-run 
pension systems are fuelling demand for 
private retirement protection. And since 


deaths are easier to predict than hurri- 
canes, earnings are more stable and capital 
requirements less stringent. Life assurers 
increasingly look much like banks and 
fund managers, which makes it natural 
that these industries should converge— 
without the non-life baggage. 

All of this would seem to offer a strong 
case for specialising. “If you were starting a 
new company, you wouldn’t start a com- 
posite,” says John Carter, head of Britain’s 
Commercial Union. Some established 
companies in Britain and America have 
followed that logic. In Japan, regulations 
keep the life and P&c businesses totally 
separate. But many big insurers are still 
straddling the fence. French-based AXA- 
UAP and Britain's Royal & Sun Alliance 
have rejected demerger. Allstate and Ameri- 
can International Group, two big 
American companies—the latter 
with a huge international busi- 
ness—have resolutely kept to the 
composite model. 

For the most part, this resis- 
tance is rooted in history. Until 
recently, countries like Germany 
regulated insurance so tightly 
that neither products nor pricing 
were subject to competition. This 
meant that customers had little 
need to consult independent in- 
termediaries on the best buys. 
Hence, each insurer employed its 
own salesforce or sold through 
exclusive—"tied"—agents. Once 
this sales network was in place, it 
made sense to use it to sell as 
many products as possible. By 
splitting up now, insurers fear 
they might lose this opportunity 
for "cross-selling". Winterthur 
says this is why it decided not to 
demerge. Allianz, a big German 
company, rejects a break-up for 
the same reason. 

The situation is different in 
Britain and America. In both 
countries, most policies are sold 
by brokers or independent 
agents, who are supposed to find the best 
policy for each customer's needs. Custom- 
ers are rarely in direct contact with the in- 
surer. It is unusual for the same company to 
offer the best rates on both life and prop- 
erty insurance, so "People tend not to buy 
life and P&c cover from the same insurer," 
says David Kelso, chief financial officer of 
Chubb. 

Thanks to deregulation, continental Eu- 
rope is starting to go the same way. Tele- 
phone marketing and sales over bank 
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counters are also threatening the tied- 
agent system. This will put paid to the main 
argument European composites use to jus- 
tify their existence. 

Distribution is not the only area in 
which composites claim synergies. Both life 
and non-life insurers are in essence invest- 
ment trusts: they collect premiums up front 
and invest them in stocks and bonds until 
claims are paid out. Pooling the funds from 
non-life and life premiums under a single 
investment team should, in theory, allow a 
more efficient asset-management opera- 
tion. But the differences between life and 
non-life stand in the way. P&C insurers may 
face sudden, unpredictable needs for cash, 
so they like short-term, low-risk invest- 
ments. Life insurers can afford a longer- 
term perspective—but they also need to 
worry about returns, because investment 
performance is their customers’ main con- 
cern. As a result, insurers tend to manage 
their life and non-life funds separately. 

Evidence of other synergies between life 
and P&C is scant. Life-insurance actuaries 
are a different bunch from their non-life 
brethren. The skills required to evaluate 
risks in life and p&c are entirely different. 
Even computer systems do not dovetail: 
life insurers require software loaded with 
investment-tracking features, similar to 
that used by mutual-fund managers, while 


property insurers need systems that help 
evaluate customers’ losses. 

For many insurance bosses, these argu- 
ments are uncomfortably logical. Many are 
happy to milk p&c profits to finance the ex- 
pansion of their life businesses—a strategy 
that works until sharp newcomers, such as 
Britain’s Direct Line, which sells car insur- 
ance by phone, render bloated P&C opera- 
tions unprofitable. In any case, the very no- 
tion of shrinking their empires goes against 
the grain. “I am against conglomerates,” 
says Claude Bébéar, chairman of AXA-UAP 
and generally one of Europe’s most share- 
holder-friendly insurance chieftains, “but 
to have only one business is very danger- 
ous.” Dangerous for whom exactly? 





The WTO 


Crunch! 


HEN the World Trade Organisation 

was set up in 1995 to take over the po- 

licing of the world’s trading system, it was 

given significant powers and responsibil- 

ities. Unfortunately, it may be unable to af- 
ford the expense that comes with them. 

Since it replaced the General Agree- 

ment on Tariffs and Trade as the arbiter of 


The World Bank’s hidden history 


| WASHINGTON, DC 


AMES WOLFENSOHN, president of 

the World Bank, often claims his orga- 

nisation should become a “knowledge 

bank”. He is also a wizard at public rela- 

tions, tirelessly promoting the institution 

| to anyone who will listen. How odd then 

that the publication of an authorised his- 

tory of the Bank’s first 50 years has been so 
low-key that few people know it exists. 

The lack of fanfare surrounding this 






Wolfensohn, not so low-key 


two-volume, 2,000-page epic (“The World 
Bank: Its First HalfCentury”), certainly 
looks puzzling. The Bank commissioned 
the book in 1990, with its 50th anniver- 
sary in 1994 in mind. The authors—John 
Lewis, formerly of Princeton University; 
Richard Webb, former governor of the 
central bank of Peru; and Devesh Kapur, 
an Indian political scientist—were given 
full access to internal documents and 
freedom to write what they wanted. The 
Brookings Institution, a Washington 
think-tank, was the chosen publisher: it 
budgeted $2m for the project, of which 
the Bank kicked in $400,000. 

All of which pointed to a high-profile 
launch. Far from it. Brookings published 
the book in September 1997 with modest 
publicity. The Bank put a few copies on 
display at its annual meeting, but did 
nothing else to promote it. The Bank's 
bookshop in Washington has no copies 
in stock (some are on order, it says). Priced 
at $159.90, the only real market will be li- 
braries. Few Bank staff have heard of it. 

The authors are furious. They com- 
plain about the price, arguing that it will 
prevent widespread distribution. And 
they suggest the Bank's apathy is far from 





trade rules, the wro's workload has in- 
creased dramatically (see chart). Not so its 
budget. Since 1995 its annual allowance 
has been frozen at SFri18m ($75.5m). Amer- 
ica, the wTo’s biggest member, insists the 
freeze stay in place for another five years. 
Under pressure from Congress to cut its 
contribution to multilateral institutions, 
America's State Department gave the wro 
just $12m last year. 

The strain is already showing. The 
WTO's biggest job is setting up panels to ad- 
judicate trade disputes—but in some cases 
it has been unable to pay for the transcripts 
of oral arguments. Translation is a bigger 


| 
accidental. "There was clearly a burial 
job,” one contributor says. 

They are right that Mr Wolfensohn's 
media machine chose to ignore their 
work. On some counts, it is easy to see 
why. The book was finished three years 
late; it is far too long, and of uneven qual- 
ity. Some chapters, such as that on the 
Bank and the environment, are fascinat- 
ing. Others are dull. Yet, given the authors' 
unprecedented access to inside informa- | 
tion and their devotion to detail, the book 
is a unique resource. It has surprising an- | 
ecdotes, such as the revelation that Ernest 
Stern, formerly a top bank official and | 
now a senior figure at J.P. Morgan, an | 
American bank, acknowledged in 1990 
that Latin American countries could have 
justified defaulting on their foreign debts 
during the 1980s if they adopted other 
sound policies—a position officially | 
viewed as heretical. 

These volumes show that the Bank 
was not alone in making mistakes. Rich 
countries (particularly the United States), | 
non-governmental organisations and 
poor-country governments all carry their | 
share of blame for the Bank's failures. Mr | 
Wolfensohn's forward-looking staff could 
benefit from a look at what their prede- 
cessors did. Sadly, most are unlikely to see 
the book. And if they do, only the hardiest 
will actually read it. 
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problem. Each ruling is supposed to be 
published in English, French and Spanish 
within one month, but some are taking 
much longer for want of translators. The 
WTO's controversial report finding that Ja- 
pan did not unfairly exclude American 
photo film, for instance, was issued in De- 
cember but distributed only this week. This 
matters: publication delays may mean de- 
lays in trade barriers being lowered. 

The wro's appeals body looks even 
more precarious. This was originally con- 
ceived as a part-time division; it was as- 
sumed that most trade disputes would be 
settled before reaching appeal. In fact, every 
case so far has been appealed (in one case, 
by both the loser and the winner). The ap- 
peals body makes do with just four lawyers. 
They say they can handle no more than 
three cases at once between them. By the 
summer, they may have seven to juggle. 

The wro's trade and investment divi- 
sion has informally drawn on staff at other 
multilateral organisations in order to cope 
with a lack of funds. And to cap it all, the 
wro has no official budget for its biennial 
meetings. The last one, in 1996, was paid 
for by Singapore, the host. This year's bash, 
in May, is in Geneva, and the wro must 
foot the bill itself. It hopes to do so by using 
a pool of cash which exists only because 
some members paid into the budget twice 
last year, having failed to meet the previous 
year’s deadline. 

Those who complain that the wro sur- 
vives on a smaller shoestring than other in- 
ternational bodies have a point. The ad- 
ministrative budget is around $140,000 
per employee each year, compared with 
$280,000 at the World Bank, $230,000 at 
the IMF and $180,000 at the World Intellec- 
tual Property Organisation, which is also 
based in Geneva and has a budget nearly 
twice the size of the wro’s. 

One trade official in Geneva reckons 
that the wro will hit a “funding crisis" by 
as early as June if its budget is not in- 
creased. Even in the unlikely event that the 
volume of new disputes stabilises for a 
time, the wro can expect little respite. 
Around 30 countries are waiting to join the 
134 existing members. Since many of the 
would-be members are poor, they are likely 
to bring more by way of new disputes than 
new money for the wro’s coffers. 





Europe’s equity markets 


Nothing ventured 


R all their familiarity, the numbers 

still startle. More than 18m people are 
out of work in the European Union; in 
America, the unemployed total just 6.4m. 
One reason is that young companies can 
raise cash more easily in America, which 
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Frozen out 


MOSCOW 


E HAS been stripped of his visa 
twice and denounced as a threat to 
national security. His telephone has 
been tapped. Last week the central bank 
told him he lacked the experience to run 
a bank—although in less than three years 
he had built up, from scratch, one of the 
biggest investment banks in Russia. 
Much more of this and Boris Jordan may 
start to suspect that somebody in Russia 
does not like him. 

Mr Jordan founded his 
| investment bank, Renais- 
. sance Capital, in 1995. Last 
. year he proposed to merge 
| it with MFK, a commercial 
bank with ties to Unexim- 
bank, one of Russia's big- 
gest banks. MFK and Re- 
naissance have been 
largely integrated, but the 
| target date for merging 
| them legally has slipped 
| from January to May. Last 

week the central bank put 
one more banana skin in the way by tell- 
ing Mr Jordan he would not be accept- 
able as MFk’s boss. According to the cen- 
| tral bank, he lacks a degree in economics 
. or law and a year's experience in com- 
mercial banking, and so may not head a 
commercial bank in Russia. 
| Mr Jordan cares more about running 
the holding company under which MFK 
and Renaissance will be grouped. But 
Russia has no law yet on bank holding 
companies, so here too a lively dialogue 
with the central bank beckons. For the 











moment the central bank says no | 
scheme for restructuring MFK's assets has 
been put to it for approval. | 

In 1996, and again last year, Mr Jor- | 
dan, an American, lost his Russian visa | 
temporarily because he was caught up in | 
feuding between two tycoons, Vladimir 
Potanin, who controls Uneximbank, and | 
Boris Berezovsky, a financier with oil | 
and media interests, Attacking him wasa 
way of attacking Uneximbank. But this 

time Mr Jordan seems to 

have got himself in the 

black book of the central | 

bank quite independently. | 
He was too free with his ad- | 
vice when a currency crisis | 
threatened in January, be- | 
rating the central bank for | 
hesitating to raise interest | 
rates and warning that the | 
rouble might crash. He was _ 
right. But central bankers | 
tend to prefer arriving at 
their decisions unaided— 
especially by foreigners. 

Now the squabble is in danger of 
making everybody look bad—the central 
bank because its impartiality is in ques- 
tion, Renaissance because it is not the 
best advertisement for an investment | 
bank to have problems with its own 
merger. The guessing is that Mr Jordan 
will try to declare peace by appointing a 
new chief executive for MFK. A hint that 
the central bank foresees no more obsta- | 
cles to the birth of Mrk-Renaissance | 
would doubtless be welcome in return. — | 

| 





has helped turn one-time start-ups like 
Microsoft into big employers. Europe's 
market for growth-company shares is shal- 
low and scattered. Most Europeans blame a 
paucity of investors. But, say bankers, daft 
regulations hardly help. 

Take Granger Telecom, a small British 
company that designs telecoms networks 
for tricky situations in places like 
Chechnya and Senegal On 
March 27th the firm sold 
$28m-worth of new equity to 
European investors and 
listed itself on Easdaq, Eu- 
rope’s version of America’s 
Nasdaq market for growth 
companies. Rather than of- 
fering Granger's shares to the 
general public, Beeson Greg- 
ory, the British investment 
bank which arranged the 
share issue, sold them pri- 
vately to fund managers 


Germany: |f the compa 
prospective investors must be fluent i in English 


Ireland: Unused prospectuses must be returned to underwriter - i 


Luxembourg: Presentations to investors may not be held in hotels 
Source; Beeston Gregory 


across Europe. Because the buyers were pro- 
fessional investors, this sort of sale should 
have been quick and cheap. 

Far from it. Although the Eu has issued 
three dozen or so directives designed to cre- 
ate a single European market in financial 
services, each of the 15 member states can 
add requirements of its own (see table). 
When it comes to private share placements 


Single market? 


Selected regulations governing private share placements 
in the European Union 


Denmark: Number of investors must be less than 40 


Finland: List of investors must be submitted to regulator before - 
distribution of prospectus 


France: Documents may only be mailed at the request of investors 


ny is based in an English- -speaking country, 
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such as Granger's, the limits are baffling 
and often obscure. Finnish authorities, for 
example, want a list of buyers even before 
the prospectus is written, while in neigh- 
bouring Sweden the regulator wants no list 
at all. Several countries limit the number of 
investors who may buy privately placed 
shares—but no two member states agree on 
the number. 

Even matters which were supposedly 
harmonised by the Eu turn out not to be 
treated so harmoniously. The Eu directive 
on offer documents, for example, obliges 
regulators in one EU country to accept 
prospectuses that have been vetted in other 
member states. In practice, says Stanislas 
Yassukovich, Easdaq's chairman, national 
regulators often demand changes. 

None of this much matters in big share 
issues, like privatisations. Because they are 
raising so much money, issuers can afford 
to pay for the extra bankers and lawyers 
needed to make various national regula- 
tors happy. Such issues are planned well in 


UNESADYE.; 


advance, so there is time to negotiate ways 
round the problems. Small companies are 
more seriously affected, as they have tight 
budgets and, because demand for their 
shares is often fleeting, face tight timeta- 
bles. Mr Yassukovich wants two reforms: a 
more uniform regulation of private place- 
ments in Europe, and a prospectus direc- 
tive that works. 

On March 31st the European Commis- 
sion, the EU's executive arm, announced a 
draft plan meant to boost Europe's growth- 
company markets. It hopes to put forth leg- 
islation next month. But not everybody will 
welcome reform. Along with Easdaq, Eu- 
rope boasts plenty of national exchanges 
which run markets for small-company 
stocks, like France's Nouveau Marché and 
Germany's Neuer Markt. Should fiddly dif- 
ferences between the national regulations 
that segment Europe's markets disappear, 
these exchanges will have to compete more 
fiercely with each other—and with 
Easdaq—for business. 





Asian financial reform 


Listen closely for the bang 


TOKYO 


Banking woes and currency crises have forced Asian countries to rethink 
financial regulation. Reports from four of our correspondents examine their 


progress to date. First, Japan 


IVEN the endless documentaries, 
umpteen books and countless articles 
about “Big Bang”, it comes as a relief that 
Japan’s programme of rolling financial de- 
regulation has started at last. The first 
changes came on April ist, when most re- 
straints on foreign-exchange trading were 
scrapped and commissions on big equity 
trades deregulated. Others are due to fol- 
low, but sceptics wonder whether the gov- 
ernment has the fortitude to dismantle the 
walls surrounding Japan's financial sys- 
tem. They are asking the wrong question. 
In an important sense, Big Bang has 
happened already. Borrowers and lenders 
alike have come to understand that money 
has a cost, and that the price of loans 
should be higher for companies that are 
less likely to repay. The big questions now 
are different: will the government continue 
to drag its heels on making the rules under 
which the financial system operates more 
transparent, and will it cut out the cancers 
that threaten to engulf the whole system? 
When, in November 1996, the govern- 
ment announced that it intended to dereg- 
ulate finance, it gave all manner of reasons 
for doing so. Chief among them, however, 
was the inefficiency with which Japan's fi- 
nancial system allocates the country's 
¥1,200 trillion ($9 trillion) of savings. The 
return on equity earned by firms listed on 
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the Tokyo Stock Exchange is a pitiful 4.4%, 
compared with the admittedly high 20% 
earned by their American counterparts. 
Small wonder that Britain’s stockmarket 
has just overtaken Japan’s as the world’s 
second largest. An ageing population and 
underfunded pension schemes mean that 
Japan cannot afford to be so wasteful. 
Japan’s financial system is awful be- 
cause its main intermediaries have cared 
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little for the profitability of those to whom 
they lend. Bank lending amounts to more 
than 100% of GDP compared with less than 
a fifth of Gpr in America. The finance min- 
istry deliberately stifled the emergence of 
vibrant capital markets, in effect forcing 
money into deposits that banks lent to any- 
one who wanted to borrow. Credit risk ap- 
peared to be stripped out by a big compa- 
ny's main bank, which provided it with an 
implicit guarantee; by the use of land as 
collateral; and by a robust economy. 

The collapse of several banks and se- 
curities houses last November made it clear 
that things had changed. If companies were 
allowed to fail, a main bank's implicit guar- 
antee wouldn't be worth the paper it isn't 
written on. The costs of borrowing for both 
weak banks and many weak companies 
rapidly became much more expensive than 
for strong ones. If financial deregulation 
means anything, it is that markets are given 
freer rein to determine the correct price 
and allocation of capital. Clearly that is 
happening already. 

Future changes will reinforce those 
market forces. Freeing the market for in- 
vestment trusts (Japan's version of mutual 
funds), for example, will lead individuals' 
savings to be used more efficiently. But the 
banks, which will have a crucial role in pro- 
viding credit even after the Big Bang re- 
forms are all in place, are still in dire straits. 
Profitability is meagre, and bad loans 
amount to Y77 trillion and rising. Deregu- 
lation will compound these woes by bring- 
ing more competition for banks' captive 
deposits. Yet instead of using November's 
crisis as an opportunity to close duff banks 
in a transparent way, the government is 
still trying to throw a blanket over the prob- 
lem—rigging the stockmarket, propping up 
the banks with public cash, and allowing 
them to manipulate their accounts. 

All of this has done nothing for market 
confidence. Despite, or perhaps because of, 
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becoming a multi-national business center with a 

fifth of the Fortune 500 already operating there. 
TREND £4: Small to Superstore. Today's domi- 

nant retail trend is small guys and big guys pros- 


per. Midsized companies are feeling the squeeze. 
"Category Killer" stores and huge specialty stores 


with deep vertical assortments are doing best. 


Boutiques and franchises, instead of general 
‘Stores, are also prospering. Smaller general-mer- 


i chandise stores find it tough tò compete. 
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Chaos to Prosperity. Signs point 


** 


toward a worldwide economic collapse, which is... 


becoming increasingly likely anytime during the 
next few years. Those unprepared could lose 
everything in what could be the biggest economic 
crisis facing the U.S. in the last 


to earn fortunes, even if a “blood on the streets" 
scenario occurs. 


TREND #6: Mass to Customization. Instead of 
manufacturing mass quantities, "one size fits one" 
customization. with the help of computers will 
become routine for many products. You will be able 
to custom tailor your software, computers, car, 
appliances, books, newspapers. and your wardrobe. 


TREND £7: White to “Platinum Collar." A new 
class of consultanvemployee is coming. These 

"super execs" will have a track record of "problem 
solving and bottom-line skills in numerous situa- 
tions. Organizations will be required to compensate 
these "platinum collar" workers, who will do most 
of their work from home, more than managers. 


TREND #8: Loss to Website Profit. It's a myth 
that building a Website increases business. As with 
direct marketing through any medium, Internet 
promotion requires you to have a careful str ategy, 
execution, and effective testing. A successful 
Website can serve several roles — sales. public 
relations and cost reduction, 





TREND #9: Corporate to Entrepreneurial. As 
corporations become leaner, their internal training 





| departments are also changing and becoming more 


entrepreneurial. Training is shifting from tradition- 
al programs.to those that can produce measurable 
results. 


TREND. 





: Old to New Hiring Strategies. 


Farsighted businesses are attracting the talent they 


need in new ways by breaking with traditional hir- 
ing practices. New solutions are found in direct 
mail to qualified candidates, breaking the “youth” 


mold and hiring older, experienced workers, and 


better retraining. 

What readers say: 
“Just keep calling out the big trends. It helps me 
think." — Rick Barham, President. Mar ket Rates Insight 


"Trend Letter stimulates new perspectives on 
current paradigms and allows breakthroughs or 
leaps to novel approaches." — Robert Jeffrey. 
Engineer, Harris Corporation 
"Validates what may otherwise be viewed as 
another harebrained idea." — Barbara Gardner. V.P., 
Metropolitan Life Insurance 

More than ever, insight into tomorrow is the 
difference between success and failure. 


Get 3 Valuable Bonuses FREE 
just for trying the TREND LETTER 


If you subscribe within the next 21 days, we’ ' 


include these gifts: 


100 years. 
However, individuals and companies who heed the | 
. new trends can diversify and position themselves. 
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. Iron-Clad Money-Back G 
. We guarantee the TREND LET E 
useful as we say it is. Subscribe now for ju 
And get the $425 introductory bonus pac. 

If you don't agree that TREND 
make or save you at least 100 times your. 
tion price, don't worry. Simply cancel. 
send you à prompt and courteous refün 
penny you've paid, even on the last 
subscription. And you keep the three fies 
regardless.. 2 

Take advantage of this offer. Send $ 
TREND LETTER, Dept. TLIE498, ib 
N.W.. Washington. D.C. 20007 
368-0115 ( outside the U.S., call 1- 
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When you earn 
a CFA charter, 
the learning never stops. 


owledge 


Over 24,000 investment professionals from 63 countries have passed three rigorous exams to reach 
a common goal — the right to use the prestigious CFA* designation — Chartered Financial Analyst. 
7 But passing the exams is only the beginning. The CFA charterholders' tireless pursuit 
> of knowledge ensures that they meet the most demanding levels of competence and excellence. 


A universal symbol for high professional standards and principles, the CFA charter is sponsored by the 
Association for Investment Management and Research. AIMR also offers other professional development 


programs designed to achieve higher standards for CFA charterholders, their employers and their clients. 


For more information and a free brochure, call 1-804-963-6825. 


Or visit our Web site at www.aimr.org. CAT MR 
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the government's efforts, investors have 
started once again to sell bank shares. The 
Tokyo Stock Exchange's banking index has 
fallen by almost 13% over the past week. If 
the government fails to provide the trans- 
parency and firmness that the market 
wants, shutting down institutions that by 
any honest measure are insolvent, it risks 
the financial meltdown that it narrowly 
avoided last November. That would be an- 
other kind of big bang entirely. 





South-East Asia 


Fusion confusion 


BANGKOK 


F BANKING is a battlefield, much of Asia 

has witnessed a bloodbath in recent 
months. Worse is to come. Since July last 
year, some 150 financial institutions have 
been shut down, suspended, nationalised 
or placed under the care of a government 
restructuring agency. Another 50-odd have 
announced plans to merge. The survivors 
desperately need capital to avoid going the 
same way. Everywhere they face the same 
hindrances: the sheer volume of money re- 





quired; the difficulty of valuing bank assets 
while the bad loans on their books con- 
tinue to mount; and a reluctance to let for- 
eigners take control. 

This week's news was good news: on 
March 31st, Thailand's central bank hon- 
oured its commitment to set out tougher 
regulations on how banks should account 
for bad loans. From July 1st banks will have 
to start making provisions for loans where 
no interest has been paid for three months 
(instead of six). The central bank estimates 
that these changes, combined with higher 
reserve requirements, will compel the 
banks to raise 200 billion baht ($5.1 billion) 
in new capital this year. 
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Balance sheet 
Asian finance No. of banks and 
finance 


July 1997 


Closed/ 


Ru sid 


Bankers profess optimism. They point 
out that 60% of the money has already been 
promised, including a successful place- 
ment of more than $800m worth of shares 
by Thai Farmers' Bank, the country's third 
largest. A deal under which ABN-Amro of 
the Netherlands is to acquire 75% of Thai- 
land's Bank of Asia also offers hope that for- 
eign money will pave the way out of the 
bind. But ABN-Amro’s deal is not final, and 
in any case most of the purchase price 
would not be paid until 2000, when, it is 
hoped, it will be clearer how much the 
bank is worth. Even if it goes through, it 
may be a one-off. The 15 other commercial 
banks will need to raise billions of dollars 
next year and the year after, and the 35 sur- 
viving finance companies are desperate for 
cash. Most of the banks and finance com- 
panies have enough skeletons in the cup- 
board to scare investors away. 

At least Thailand, where 25% of all bank 
loans are in arrears, looks to be getting seri- 
ous. That is less certain in Malaysia. March 
31st was the deadline for the 39 finance 
companies to announce plans to merge. In 
the hope that fewer means not just bigger 
but stronger, there will be only eight. The 
central bank has been trying to encourage 
such consolidation, but has failed to get its 
way. It continues to insist that the banking 
system is fundamentally sound, with 8.5% 
of bank loans non-performing. But two 
large commercial banks have revealed big 
losses, and private analysts say that 15-2096 
ofall loans will have turned bad by the end 
of 1998. They fear that the tepid waters off 
Labuan, Malaysia's offshore banking cen- 
tre, may conceal an iceberg. 

Malaysia, like South Korea, wants to 
prevent foreign predators swooping on its 
banks while they are wounded. Even Thai- 
land, which has opened its banks to for- 
eigners, has stipulated that, after ten years, 
any new issues of capital must be offered 
only to Thais. Indonesia cannot afford such 
niceties. Under new standards announced 
by the central bank, all but ten of the coun- 
try's more than 200 banks need new capi- 
tal. Most of the rest are illiquid and insol- 
vent. Few will attract foreign investors 
while the economy continues its slide and 
the currency remains volatile. 

In Indonesia, as elsewhere, the central 
bank has taken much of the blame for the 
economic debacle. But there, as in Malay- 


lised/ 


Nationa 
administered by 
suspended restructuring agency 





sia, it has long argued that there are too 
many banks and that they should consoli- 
date. In both countries the power of the reg- 
ulator has been weaker than that of the reg- 


ulated. How their officials must envy ` 


Singapore, whose banks have survived rela- 
tively unscathed, but where the Monetary 
Authority is nevertheless encouraging 
them to consolidate—and has already seen 
the smaller banks jump to its command. 





Banking in Korea 
No exit 


SEOUL 


N DECEMBER, South Korea was teeter- 

ing on the brink of bankruptcy. Barely 
three months later, deep-pocketed foreign- 
ers are returning to Seoul. They bought $2 
billion-worth of Korean shares and bonds 
in the first quarter, and several multina- 
tional firms announced plans to invest bil- 
lions of dollars in the country. 

All this is possible because Kim Dae 
Jung, South Korea's new president, has 
moved quickly to open the country's finan- 
cial markets. Under pressure from the IMF, 
which has committed $58 billion to aid Ko- 
rea's recovery from currency crisis and 
banking collapse, the government has per- 
mitted foreigners to own up to 55% of the 
shares in listed firms. From this month for- 
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eigners are allowed to launch hostile take- 
overs of Korean firms, and foreign banks 
and stockbrokers may open wholly-owned 
subsidiaries. Restrictions on inflows of for- 
eign capital will be lifted from July. Yet Mr 
Kim's reformist zeal is not quite as impres- 
sive as it seems. When it comes to the main 
aspects of financial reform, the govern- 
ment has accomplished far too little. 

The reason lies in the root cause of 
South Korea's crisis, the relationship be- 
tween the financial system and the coun- 
trys big industrial groups, the chaebol. 
Banks financed the reckless expansion of 
the chaebol, paying little heed to their ex- 
traordinary debts until soaring interest 


' rates last year forced some of the biggest 


companies into bankrupty. To bolster the 
banks, the new banking watchdog is ex- 
pected to order the chaebol to reduce their 
debt-to-equity ratios, which now average 
400%, to 200% by next year. That is easy to 
say, not so easy to do. The chaebol are short 
on cash, and those with assets to sell are not 
in a position to command top prices. 
Meanwhile, the banks' vulnerability to the 
chaebol is increasing. Just ten big chaebol 
account for 1996 of all bank loans, up from 
17% in 1996. 

From this year banks must follow inter- 
national accounting standards, such as set- 
ting aside full provisions for loan losses. 
But it is unclear whether this can be en- 
forced, because of the sheer magnitude of 
bad loans. Officially, at the end of last year 
6% of the loans on commercial banks’ 
books were in default. The record number 
of corporate bankruptcies expected this 
year—in the first quarter alone, 10,000 
firms went bust, compared with 14,000 for 
the whole of 1997—is certain to lead to far 
greater problems. spc Warburg Dillon 
Read, an investment bank, predicts that 
non-performing loans at 31 commercial 
banks will reach 92.7 trillion won ($66.7 
billion), equal to 30% of all bank credit, by 
the end of this year. Against this, the govern- 
ment's plan to buy 38 trillion won of bad 
loans is woefully inadequate. 

Under an honest accounting, most of 
South Korea's banks would not meet the in- 
ternational standard requiring banks to 
have capital equal to 896 of their assets. Yet 
the government still refuses to close down 
weak institutions. Lee Kyu Sung, the fi- 
nance minister, has said he will shut one 
mutual fund and 14 merchant banks, 
which are short-term lenders to the busi- 
ness sector. None of them, however, has yet 
been liquidated. Two bankrupt investment 
banks have had their business suspended, 
but their licences have not been revoked. 
Ailing Korea First Bank and SeoulBank, 
which were nationalised instead of closed 
by the previous government, are still in gov- 
ernment hands; no foreign buyer seems to 
want them, but the government is reluctant 
to liquidate them. 
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In the end, the only way to put South 
Korea's financial system to rights is to force 
banks to own up to their losses and, if that 
reveals them to be insolvent, to close them 
down. Lee Kyu Sung, Mr Kim's finance 
minister, publicly advocates a policy of 
“free entry and free exit”. Will he prove that 
he is a man of his word? 





Takeovers in India 


Happy returns 


MUMBAI 


Fo’ years Indian companies were pro- 
tected by a closed economy and seldom 
gave investors a decent return. Economic 
liberalisation and a stiff dose of compe- 
tition are shaking that complacency. In the 
past six weeks, India’s first-ever hostile bids, 
made possible under takeover regulations 
put in place last year, have pushed up a list- 
less stockmarket by nearly 15%. Eager inves- 
tors want more, but entrenched managers 
seem disinclined to let them have it. 

Take the case of India Cements’ offer to 
buy a smaller company, Raasi Cement. Last 
month India Cements acquired 18% of 
Raasi’s stock from a member of the feuding 
family that runs the company. It then made 
a public offer to buy another 20% (accord- 
ing to the new rules, anyone acquiring over 
10% of a company’s shares must make a 
public offer for at least 20% more). The offer 
price is a startling Rs300 ($7.60) per share, a 
premium of 72% to the market price. The 
Raju family, which controls Raasi, was not 
pleased. Raasi hurriedly hived off an asso- 
ciate company, Vishnu Cements, to scuttle 
the takeover, and dragged both India Ce- 
ments and the Securities Exchange Board 
of India into court. Before a court ruled on 
April 1st that India Cements may proceed 
with its offer, Raasi’s shares, which hit 
Rs250 in mid-March, had fallen by 40%. 

Raasi’s response is typical of cash- 
strapped, family-run Indian companies. In 
the past, firms could ward off predators 
simply by refusing to transfer shares to a 
potential raider or by issuing cheap shares 
to big shareholders through preferential of- 





Takeover premium 
Share prices, rupees 








fers. Although the Securities Exchange 
Board’s new rules make this more difficult, 
company boards still have discretion to 
fight takeovers even when shareholders 
would benefit. Foreign investment laws 
also protect Indian owners. Since August 
last year, ICI, a British company, has been 
trying to buy a 9.1% stake in family-con- 
trolled Asian Paints, India’s largest paint 
company. The Foreign Investment Promo- 
tion Board refuses to approve the sale un- 
less the directors of Asian Paints agree. So 
far, they have not. 

The Indian financial institutions that 
own the largest chunks of equity in most 
Indian companies hold the key in the take- 
over game. In the past these government- 
owned or government-controlled institu- 
tions, including development banks, 
insurance companies and a mutual fund, 
were passive investors. As more companies 
fail in India’s increasingly deregulated 
economy, these big institutions are starting 
to exert themselves. Some have drawn up 
lists of poorly performing companies ripe 
for raiding, and are even mulling the cre- 
ation of funds to finance takeovers. But 
they are unlikely to embrace shareholder 
value wholeheartedly. How could they, 
when, even as they hold large blocks of 
Raasi Cement's shares, they also have ex- 
tended loans to India Cements—loans 
which, they fear, may be in danger if India 
Cements overpays for Raasi? 

Despite such problems, there are signs 
that the new takeover rules are beginning 
to work. In February, Sterlite, a cable com- 
pany, tendered for 20% of the shares in In- 
dian Aluminium at Rs90 a share. Alcan, the 
Canadian company which has a control- 
ling 34% stake in Indian Aluminium, has 
fought back, forcing Sterlite to raise its offer 
to Rs115. Sterlite’s tender at the higher price 
opens on April 18th. Investors can only 
smile: six weeks ago, their Indian Alumi- 
nium shares were worth just Rs66 apiece. 
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Can the man behind the speeches 
of three U.S. Presidents make you 
a more powerful speaker? 





The "secret" of leaders who regularly 
speak hefore audiences. 


uppose for à moment that, every time vou 

had to give a speech, you could create and 
deliver a powerful, eloquent presentation. 

The kind of speech with a real impact. That 
communicates ideas, motivates and inspires, 
and generates action. That wins applause and 
rave reviews, earns you recognition, enhances 
your image, and makes both you and your orga- 
nization look good. 

There is a way to achieve that goal. 

What's the "secret" of that handful of elite 
business leaders who are superb speakers? They 
know how to prepare. They have mastered tech- 
niques to streamline the process, dramatically 
reducing the time and effort required to craft a 
brilliantly effective presentation. 

You can do it, too. With the help of 
American Speaker. 


Presidential speechwriter 
makes a key discovery. 

Behind American Speaker 1s a remarkable 
man: Editor-in-Chief Aram Bakshian, Jr. 

Aram served as a speechwriter for Presidents 
Nixon and Ford. In the Reagan Administration, 
he was responsible for President Reagan's 
speeches, and supervised the entire Presidential 
speechwriting staff. 

During his years in the White House, and 
later, writing speeches for high-level corporate 
managers, Aram Bakshian, Jr., realized that no 
resource existed to help an executive prepare 
an important presentation — without assistance 
and without a big budget. 

Now, fortunately, that's all changed. 

The perfect speech for every occasion. 

Whenever you need to give a speech — 
whatever the venue or topic — a unique new 
tool can be at your side, ready to guide you 
every step of the way. 

American Speaker shows you exactly how 
to structure your presentation. It gives you 
strong openings. Eloquent closings. Advice on 
every type of business presentation — from 
congratulatory remarks to shareholder meet- 
ings. And it helps you improve your presenta- 
tion skills. 

Two extraordinarily useful sections will sup- 
ply the ideal "hook" for your talk every time. In 
the Calendars of Events, you'll find hundreds of 
day-by-day listings of historic anniversaries, 
birthdays, celebrations. Leaf through the 
Quotations (arranged by subject and selected 
for their relevance to business presentations) 
and discover exactly the right one to drive home 
your point. 

In sum, you'll be equipped to deliver 
the perfect speech for every occasion. 





In the Oval Office, President Reagan congratulates 
Aram Bakshian, Jr. for his outstanding service as 
White House Director of Speechwriting. 


Techniques of the pros. 
American Speaker is packed with proven 
and tested ideas. Just one could more than repay 
its price. For example: 


* The simple formula, employed by the greatest 
speakers, for galvanizing an audience. 

+ When to use humor. Before you tell a joke, 
be certain that it passes this 4-point test. 

* Content is only 7% of your impact as 
a speaker. What's the other 93%? 

+ Addressing an official function? In almost 

every case, these 3 rules of protocol are all 

you need to know. 

Little time to prepare? No problem! 

How to use statistics, numbers, charts so they 

intrigue — — -not bore — your audience. 

« “Er, uh...” How to banish awkward speech 
satin foe ever! 

* Speaking extemporaneously. What to do if 
you go blank. 

+ How to build an unforgettable climax into 
every presentation. 


* PLUS: Times of day you should never speak 
. A common opening line to avoid ... How to 
choose the most powerful title ... Handling 
questions successfully ... Dealing with a hos- 
tile audience member ... Conquer nervousness 
— and even make it work for you ... And 
much more' 


No-risk 30-day trial. 

Few experiences in life are as satisfying and 
rewarding as delivering a successful presenta- 
ton. You receive applause and acclaim. Hear 
the gratitude of someone you inspired or 
helped. Gain visibility that can aid your career. 

With American Speaker, you dramatically 
boost the chances that every talk you give will 
result in that kind of exhilarating triumph! 

The price of American Speaker is just $297. 
Compare that with the cost of a top speech- 
writer: $5,000 and up for one speech! 








You must be convinced that American 
Speaker is worth many times its price. You'll 
also receive, as a free bonus, "100 Best Quotes 
for 1998.” You are fully protected by our 
unconditional money-back guarantee: 

Keep American Speaker for 30 days. Put it 
to work. If you are dissatisfied in any way, for 
any reason, return it for a prompt and full 
refund — no questions asked. Even if vou do, 
"100 Best Quotes" remains yours to keep. 

Never again hesitate about a speaking invita- 
tion or assignment — even when it comes on 


short notice. You'll have the assurance of 


knowing that American Speaker is there to help. 
You'll always have a dramatic opening... 
a memorable closing...relevant facts and quota- 
tions and humorous points...and expert advice 
to help you shape and sharpen your presentation. 
It's almost like having a top speechwriter on 
staff — but at a very reasonable "salary." 
Please respond today. 
Call Toll-Free 1-800-915-0022 
(In Washington, DC: 202-337-5980) 


Or FAX 202-337-1512 
Or mail the coupon below 


SREP a pr ert etre 


! 30-Day FREE Trial ' 


i OYES, Please send me American Speaker 
- for a 30-day trial at $297 (a $102 savings) 
"100 Best 
| Quotes for1998” and one year (6 issues) of 
| updates. If I’m not convinced it makes me 


| + $10 s&h. Includes handbook, 


a better speaker, I will return the hand- 
book in good condition within 30 days. 
The “100 Best Quotes for 1998” is mine to keep. 
J Check enclosed. ($297 + $10 s&h). 

J Please charge my: 
Visa MasterCard AmEx 


Credit Card No Exp. Dati 
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Privatisation Commission 
GOVERNMENT OF PAKISTAN 


A FINANCIAL ADVISER FOR 
PRIVATE SECTOR 
PARTICIPATION /CONCESSIONING 
ouT OF AIRPORTS 


The Government of Pakistan intends to involve Private Sector 
in the operations, management and maintenance of airports by 
concessioning out landside facilities at the airports run by the 
Civil Aviation Authority (CAA). A Financial Adviser is to be 
appointed to assist the Government of Pakistan in this process. 
The Financial Adviser will be responsible for all activities 
leading to the concessioning of airports and transfer of their 
management control to the private party. The responsibilities of 
Financial Adviser will, infer alia, include (a) detailed due 
diligence review of present operations (physical, financial, 
technical, legal, institutional etc.), (b) advice on the structure of 
private sector participation’ concession, (c) legal and 
contractual arrangements and the regulatory framework, 
(e) preparation and implementation of the marketing plan, and 
(f) the conduct of the bidding process. 


Civil Aviation activities in Pakistan are regulated by CAA, an 
independent body, which was established under Pakistan Civil 
Aviation Authority Ordinance, 1982. There are 37 operating 
airports in Pakistan, including 7 international airports. Out of 
these airports, 19 airports are exclusively run by the CAA. At 
present total passenger and cargo traffic in Pakistan is over 14 
million and 230,000 metric ton respectively. CAA is a profit 
making concern and it generated Rs. 441 million profit during 
the year 1997. 


Expression of Interest (EOT) is invited from consortium 
comprising investment banks, aviation specialists, business 
houses and groups offering financial advisory services and 
possessing established credentials in similar activities. The EOI 
should include a brief profile of the applicant and a bank draft 
in favour of "Privatisation Commission, Government of 
Pakistan" in the amount of Pak. Rs. 50,000/- (or equivalent 
US $) on account of non-refundable Processing Fee. Detailed 
Terms of Reference for the assignment will be provided to the 
parties submitting their EOI. For further information, please 
contact Syed Anwar-ul-Hasan Bokhari, Project Manager at 
(92-51)9222245. 


Proposals duly marked "Financial Advisory Services for 
Airports" should reach the Privatisation Commission at the 
following address latest by 1500 hours (PST) on 
April 26,1998. EENNNNEREEEEEEEEEEESS 
Ahmad Wagar Joint Secretary 
Privatisation Commission 


Government of Pakistan 


5-A, Constitution Avenue, Experts Advisory Cell Building, 


Islamabad, PAKISTAN. 


Tel. No. (92-51) 9205146-47, Fax No. (92-51)9203076, 9211692 


Email: pcpak@meganet.com.pk 


TUNISIA: AN EMERGING COMPETITOR IN THE GLOBAL MARKETS 
11 & 12 May 1998. Tunis 


This Euromoney conference will be opened by 


HE Hamed Karoui, Prime Minister, Tunisio 
Other keynote speakers include 


Mohamed Ghannouchi, Minister of International Cooperation 
and Foreign Investment, Tunisia 


Mohamed Jeri, Minister of Finance, Tunisia 
Mohamed El Béji Hamda, Governor, Tunisian Central Bank 
Luc de Wulf, Principal Economist, The World Bonk 


Through keynote addresses, roundtable 
discussions and workshops, the 
Conference will focus on key topics Co Host 

including Ministry of International 


* Trends and Developments in the Co-operation and Foreign Investmen 
Tunisian economy 


* The Tunisian Investment Climate PARTICIPATING SPONSORS 
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* Opportunities for toreign direct Arco Mediterranean Inc 


investors in a wide range of industry X 
j d Bankers Trust Company 
sectors including energy, agriculture | 


automotives, pharmaceuticals and (Corporate Trust & Agency Services) 
electronics British Gas International Tunisia 
* The Experience and Views of Foreign FIPA Tunisia 


Investors in Tunisia x 

e . S Tunisian Banks Professional 
* [he lunisian Banking System 

ihe lunisian Banking oy Associalion 


* The Development of Tunisian Financial 
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For further information please contact Rachael Balmer at Euromoney Conferences, London 
on Tel +44 171 779 8829 or F 79 88 


Email: emp.conterences@dial pipex.com 
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Admiring those shapely curves 


The gap between short-term and long-term interest rates has narrowed in 
America and reversed in Britain. Is that a warning signal? 


MERICA'S economy is entering its 
eighth year of uninterrupted growth. 
The average upturn since 1945 has lasted 
for four years, so how much longer can 
the party last? Conventional forecasts 
produced by running numbers through 
complex economic models are notori- 
ously bad at predicting recessions. Some 
economists reckon that a single indicator, 
the yield curve, can do à better job. 

A yield curve is a line drawn through 
the effective interest rates on government 
securities with different maturities. In 
normal times, this line slopes upward: 
long-term rates are higher than short-term 
ones, to compensate for the higher risks— 
mainly inflation—of investing for 
a longer period. The exact slope 
changes day by day, as investors 
spurn 30-year bonds or favour six- 
month notes. At present, the gap 
between yields on ten-year bonds 
and three-month bills is unusu- 
ally small in America, while Brit- 
ain's yield curve slopes down- 
ward, with long rates lower than 
short-term rates. On past experi- 
ence, this points to a sharp slow- 
down in America next year, and 
perhaps a recession in Britain. 

A simple measure which cap- 
tures the shape ofthe yield curve is 
the “spread” between short-term 
and long-term interest rates. In 
America there has been a close link be- 
tween yield spreads and economic 
growth (see chart). As a rule, a large spread 
(ie, a steeply sloping yield curve) has sig- 
nalled rapid growth a year or so later. A 
negative spread (an "inverted" yield 
curve with short-term rates higher than 
long-term ones) has signalled recession. 
Since 1955 every American recession has 
been preceded by an inversion of the 
yield spread. Only once, in the mid-1960s, 
has an inverted spread not been followed 
by recession. 

Why should the slope of the yield 
curve predict economic growth? One the- 
ory is that it reflects the stance of mone- 
tary policy. A tightening of policy pushes 
up short-term interest rates, but has less 
effect on long-term rates, so the yield 
curve flattens or inverts. Higher short- 
term interest rates then choke off growth. 
A second theory is that the shape of the 
yield curve reflects market expectations 
about future inflation and growth. If in- 
vestors expect a recession, they also expect 
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1970 72 74 


ECONOMICS FOCUS 


inflation to fall, so yields on long-term 
bonds fall relative to short-term yields. 
The predictive power of yield curves 
has long been established in America, but 
aspate of recent studies have found that it 
holds in other countries, too. Sharon 
Kozicki of the Federal Reserve Bank of 
Kansas City has examined the relation- 
ship between yield spreads and the eco- 
nomic cycle in ten countries*. She found 
that in all the countries except Japan the 
yield spread was a significant predictor of 
growth rates a year later. But its predictive 


Leading the way? 


^ GDP 
% change on year earlier 





power varied by country. In America, 
Canada and Germany, 30-50% of the vari- 
ation in GDP growth could be predicted 
by the yield spread a year earlier. In con- 
trast, it predicted only 20% of the varia- 
tion in Britain and France. 

One reason the predictive power of 
yield spreads differs between countries is 
financial-market regulation. In America, 
Germany and Canada financial markets 
have long been relatively free, but Japan's 
remained heavily regulated until the 
1980s. As a result, interest rates failed to 
give an accurate reading of market expect- 
ations about Japan's economy. 

The exchange-rate regime may also af- 
fect the economic information captured 
in yield curves. If a country is forced to 
raise short-term interest rates to support a 
fixed exchange rate, as within Europe's ex- 
* “Predicting Real Growth and Inflation with the Yield 
Spread." Federal Reserve Bank of Kansas City Eco- 
nomic Review. Fourth quarter, 1997. 

t “Does the Term Structure Predict Recessions? The In- 
ternational Evidence.” Bis working paper 37. 1996. 
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change-rate mechanism, then this will 
blur the relationship between the yield 
curve and the economic cycle. 

A third reason for differences between 
countries is the increasing integration of 
financial markets and economies. Bond 
yields in smaller European economies 
are pushed around by those in America or 
Germany. A study by Henri Bernard and 
Stefan Gerlach, of the Bank for Interna- 
tional Settlements (Bis) found that 
swings in American spreads helped pre- 
dict recessions in Britain in particular, 


The shape of the future 


What can be learned from yield curves 
right now? In continental Europe long- 
term bond yields remain well above 
short-term interest rates. America's yield 
spread is the smallest since 1990, 
when America was last in reces- 
sion. In Britain, ten-year bond 
yields are more than a percentage 
point below three-month rates. 

According to the Bis study, 
yield spreads on this scale imply a 
30% probability of recession next 
year in America and 40-50% in 
Britain. In other words, it may be 
time to start worrying. One glim- 
mer of hope, however, is that un- 
like the typical pattern before re- 
cessions, the narrowing of the 
yield spread in America has been 
due largely to a fall in long-term 
rates rather than a rise in short- 
term rates. If the flattening of a 
yield curve is caused not by tighter mone- 
tary policy but by lower long-term rates, it 
may not be cause for concern. This makes 
America's situation less worrying than 
Britain's, where short-term rates have 
risen sharply over the past year even as 
long-term rates have fallen. 

Messrs Bernard and Gerlach suggest 
that the relationship between yield 
spreads and economic activity may be 
changing. In the past, yield-curve inver- 
sions were accompanied by higher yields. 
This time the opposite has happened. Pre- 
viously most recessions followed periods 
in which central banks were forced to 
tighten policy in response to sharp rises 
in inflation. But in the 1990s most central 
banks have managed to keep inflation 
low. To this extent, the usefulness of term 
spreads as a predictor of economic 
growth may have weakened. That does 
not mean that America's economic 
dream will last forever. But, flat though it 
may be, the yield curve does not offer 
cause to expect a recession just yet. 
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Squeezing water from the sea 


Improvements in a technique called reverse osmosis are gradually making 


desalination a practical t 


ology. Even so, plugging holes in leaky mains 


might still be a better way to increase the water supply 


66 ATER, water everywhere, nor 

any drop to drink,” rimed the An- 
cient Mariner. He was broadly right. Three- 
quarters of the earth’s surface is aqueous, 
but only 2556 of the water is fresh—and 
around two-thirds of this relatively small 
amount is frozen in Antarctica and Green- 
land, of little use to man or beast. 

Most of the time, the remaining frac- 
tion—the unfrozen, fresh water that fills the 
earth’s lakes and rivers—is enough to sup- 
ply human needs. But cost, and concern to 
preserve attractive valleys from the fate of 
becoming reservoirs, is encouraging water 
companies to look anew at extracting fresh- 
water from the sea. Better technology is 
bringing the price of doing this to a point 
where, in some cases at least, the idea is 
worth considering. 

There are two ways of desalinating wa- 
ter. The traditional one—employed mainly 
in the oil states of the Persian Gulf, where 
energy and money are abundant and natu- 
ral freshwater is rare—is distillation. This 
imitates the natural water cycle, in which 
water evaporates from the ocean and con- 
denses into clouds, returning to earth as 
rain or snow. In distillation-based desali- 
nation plants, salty water is heated to pro- 
duce vapour, which is then condensed to 
produce fresh, potable water. 


THE ECONOMIST APRIL 4TH 1998 


Nature does the job of evaporation with 
heat from the sun. An artificial plant re- 
quires artificial heat. This makes the water 
it produces expensive. In Spain's Canary Is- 
lands, for example, distilled water costs 
about $1 a cubic metre—three to four times 
as much as conventional local water 
sources. There is, however, a second way to 
desalinate water—a way that is more flexi- 
ble than distillation, and often cheaper. 
This method is known as reverse osmosis. 


Reversing ahead 


Osmosis is the process by which living cells 
take up water. Cells are surrounded by 
membranes that are "semi-permeable"— 
that is, they let water through, but not (un- 
less special molecular pumps are activated) 
the sodium and chloride ions that consti- 
tute salt. If the concentration of salt inside a 
cell is, nevertheless, higher than that out- 
side it, water will flow in across the mem- 
brane to try to equalise the dilutions on 
both sides. This osmotic flow can be re- 
versed by applying pressure to the fluid on 
the inside of the membrane. The water goes 
out; the sodium and chloride ions don't. 

In principle, reverse osmosis could be 
carried out on a more human scale simply 
by putting a semi-permeable membrane 
over the end of a pipe and sticking it so 


deep in the ocean that the pressure of the 
water above it forced fresh water through. 
In practice, the rate of production would be 
too small to slake the thirst of a city, and it 
would be difficult to keep the membrane 
clean. For better results, seawater is first 
passed through an ordinary filter to re- 
move suspended solids and then has chem- 
icals added to it to prevent the growth of 
micro-organisms on the membrane's sur- 
face. Then the water is forced through a 
membrane at a pressure of around 67 
atmospheres (equivalent to sticking the 
membrane some 600 metres below the 
ocean surface), leaving the salt it once con- 
tained behind. 

Reliable reverse osmosis is transform- 
ing desalination. Engineers began work on 
the process in a serious way in the 1970s, 
but its early years were fraught. The first 
membranes were made of cellulose acetate. 
These did the job, sort of, but not for very 
long or very well. Cellulose membranes 
tended to last only a few months—bacteria 
found them tasty and would eat them—and 
even when working at their best they 
caught only about 85% of the salt. 

Now, thin-film composite membranes 
do the job. The backing material is made of 
a porous plastic film. A fine non-porous 
polyamide film (the semi-permeable mem- 
brane itself) is chemically bonded to this 
backing. Such composite membranes last 
years rather than months, and even the 
most omnivorous bacteria find them ined- 
ible. Also, they can process up to ten times 
more water per square metre than cellulose 
membranes could, and use perhaps half as 
much pressure to do so, reducing energy 
costs considerably. In fact, every bit of the 
reverse-osmotic process is cheaper and bet- 
ter than before. 

Desalination is still dear compared 
with digging a nice deep well, but less so 
compared with having to build something 
big, like a reservoir, from scratch. In Flor- 
ida, for example, dozens of reverse-osmotic 
plants are used to treat brackish water that 
would otherwise be undrinkable. The 
treated water is mixed with the regular wa- 
ter supply. The result is to “extend” the local 
water supply, producing something that is 
still drinkable without the need for new 
reservoirs or additional abstraction from 
the state's overworked rivers and aquifers. 

Economies of scale have helped bring 
new business. According to Ben 
Mohlenhoff of Southeast Desalting in Lake 
Park, Florida, a plant capable of processing 
75,000 litres a day (l/d) was considered 
large in the 1980s. Now, plants turning out 
more than 45m l/d are routine. The water 
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mpa Bay, for ekaraple. is 
king of building Amer- 
1ca's largest seawater de- 
‘salination plant yet, a 
“monster with a capacity of 
_75m.1/d that will produce 
water for 60 cents a cubic. 
“metre. 
"But distillation is 
¿= hardly doomed. Reverse 
^:5:0smosis is still unsuitable 
^S for much of the Middle 
"East: Gulf water has more 
-.. salt in it than ocean water, 
sand it is also “loaded with 
gilts and wild biological ac- 
ity", according to James 
sirkett, a consultant for the 
national — Desalina- 
n poner: a group 
in Massachusetts. 
‘Moreover, the warm Gulf 
water. reduces the useful 
` life of the membranes. 
Engineers at Califor- 
nia' Metropolitan Water 
District (MWD), working in 
collaboration with the Par- 
sons Corporation, a Cali- 
^ fornia engineering firm, and 1.D.E. Technol- 
ogies, an Israeli desalination outfit, think 
- they have an economic breakthrough in the 
. works. The trio have spent the better part of 
— $10m and three years designing a new, im- 
proved distillation plant. They have 
"worked out how to use cheaper materials 
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costs down. And they have 
reached for the skies—liter- 
ally. Their plant would be 
more than 120 metres high. 
The typical desalination 
plant is a low, messy 
sprawl. 

The designers say taller 
is better as it uses less land 
and is therefore cheaper. 
Susan Walker, the busi- 
ness-development man- 
ager at the MWD, estimates 
that the new design should 
turn out water for less than 
50 cents a cubic metre. All 
the consortium needs to 
prove the point, she ac- 
knowledges ruefully, is a 
customer. For even in 
countries that might be 
thought natural markets, 
the powers-that-be are 
sceptical of such ideas. 

How is a bureaucrat to 
know when desalination 
makes sense? The answer is 
not always obvious. Despite Israel's aridity, 
official policy is to avoid large-scale desali- 
nation for as long as possible. Mekorot, the 
national water agency, argues that the 
country would do better by reclaiming 
waste water, catching more flood water and 
improving the management of municipal 


steel) to keep construction fix leaks a 











many Gulf states do. In. rich counties | 
Britain, more than a quarter of all wa 
lost in transmission. In poor countrie 
figure is commonly more than half. Men 
ing leaks and charging are technologically _ 
unglamorous—but they work. Desalination 
has its uses, but should remain a last resort. i 








Carnivorous plants 


A sess tender n 





morbid fascination not least among wri : 
ers such as H.G. Wells and John Wyndham, | 
who have imagined plants that munch - 
humans, given half a chance. E 

Luckily, the known botanical carni- 
vores—pitcher. plants, sundews, bladder- 
worts and, perhaps most famously, the 
nus fly-traps—are fussy eaters. They rest 
their diets to insects, spiders, crustaceat 
and similar small-fry. These plants are i 
stantly revealed as meat eaters by the tra 
they grow to catch their prey. Butone 
has puzzled botanists for over a hi 
years, ever since Charles Darwin descri bed 
it in 1875, in his treatise on insectivoroi 


























oe "OR a brief, vainglorious moment in 
< À the middle of this century, infectious 
. disease looked vanquished. Vaccines had 
been developed for most childhood ill- 
. nesses, and antibiotics were ridding the 
< world of the rest. The vaccines, for the 
- most part, still work. But antibiotics are 
~ ¿= under assault, for natural selection has 
|... equipped many of the bugs they were 
supposed to attack with resistance genes. 
^4, Asaresult, old enemies such as tuberculo- 
c4 $818, gonorrhoea and cholera are making 
.. | .analarming comeback. 
DE Nowadays, doctors are encouraged to 
| useantibiotics sparingly. This, it is hoped, 
|... Will prevent further resistance develop- 
j-ing, and allow the existing resistance to 
fade. Until recently, this second hope 
seemed plausible. Wild bacteria do not 
normally carry antibiotic-resistance 
>. genes, suggesting that the evolution of re- 
^t. sistance carries with it a cost of some sort, 
| such as slower growth. If so, lifting the se- 
lection pressure (that is, removing antibi- 














| Bugs and superbugs 


otics from the environment should cause : 


bacteria to revert to their earlier, vulner- 
able state. 

Unfortunately, according to research 
just published in Proceedings of the Na- 
tional Academy of Sciences by Johanna 
Bjorkman, Diarmaid Hughes and Dan 
Andersson, biologists at Uppsala Univer- 
sity and the Swedish Institute for Infec- 
tious Disease Control, this seems to be 
wrong. Strains resistant to antibiotics are 
initially less virulent than their suscepti- 
ble counterparts, as you would expect, but 
the researchers found that virulence can 
be rapidly acquired without any loss of 
resistance. In other words, the evolution- 
ary burden imposed by resistance may 
not be significant after all. 

The researchers looked at antibiotic- 
resistant mutants of the bacterium Sal- 
monella typhimurium and compared 
them with the normal, susceptible strain, 
to see how fast each one grew in mice. 
Growth, in this species at least, is a good 
measure of virulence: the nastier the 
strain, the faster it multiplies. They looked 









at seven strains in all—three with tesis: 
tance to the antibiotic streptomycin, and. 
two for each of rifampicin and nalidixic 
acid. Sure enough, they found that, at first, 1 
all of the resistant strains. grew. more 
slowly than thesensitiveones. — 
This soon changed, however. The 
searchers injected each resistant strain 
into mice—and found that within 30 gen- |. 
erations, new mutations arose in the anti- | > 
biotic-resistant strains. that rendered - 
them at least as fierce as the original, even - 
though the mice were not being treated. 
with the relevant antibiotics. And when | 
they repeated the experiments in test | . 
tubes, the researchers found the same ^| - 
thing. In all, of 26 fast-growing mutants | | 
discovered in the tests, only four had lost | 
antibiotic resistance as the price! fora acce : 
erating their growth. — TTL 
This VA ifi it holds for ott t spec 
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The salad fights back 


plants. Members of the genus Genlisea 
grow what appear to be traps, but never 
seem to catch anything. 

Botanists from the University of Bonn 
have been working on this puzzle for the 
past four years, and now they believe they 
have solved it. Wilhelm Barthlott and his 
colleagues, writing in this week’s Nature, 
report that Genlisea’s traps always seem to 
be empty because the animals they trap are 
visible only under a microscope. 

Genlisea are related to the snapdragon, 
a common garden plant, and are found in 
South America and Africa. They seem to 
prefer living in sand or in rocky outcrops— 
environments poor in nutrients such as ni- 
trogen. This too suggests they are carnivo- 
rous. The ability to get nutrients from ani- 
mals rather than soil gives a plant a 
competitive advantage in a barren envi- 
ronment, and known insectivores often in- 
habit such nitrogen-poor habitats. 

Genlisea's putative traps are modified 
underground leaves. These are hollow, v- 
shaped cylinders with a diameter of about 
a fifth of a millimetre. The openings to the 
cylinders have inward-pointing hairs, mak- 
ing it easy to enter them, but difficult to 
leave—a common feature of traps in insec- 
tivorous plants. Traps this size, though, 
would not catch many insects. So Dr 
Barthlott and his team wondered if per- 
haps they were being laid for much smaller 
animals, single-celled protozoa, instead. 

To find out, the researchers offered 
some fast-swimming protozoa called cili- 
ates three species of Genlisea, together with 
a range of other plants that share the habi- 
tat of each of the Genlisea in question. The 
ciliates overwhelmingly preferred to swim 
towards the Genlisea, suggesting that the 
traps were releasing some sort of chemical 
lure. Subsequent experiments with extract- 
of-trap show that this is indeed the case 
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(though the team has not yet worked out 
what the luring chemical is). 

But merely being attractive to protozoa 
does not prove the Genlisea is eating them. 
So the next experiment involved ciliates 
that had been "labelled" with a radioactive 
isotope of sulphur. Two days after the cili- 
ates had swum into a Genlisea's trap, the 
sulphur started turning up in the rest of the 
plant, showing that it, and by inference 
other nutrients, had been absorbed from 
the hapless ciliates. 

Perhaps the most telling evidence of all, 
however, comes from the researchers' ex- 
perience in growing the plants. When they 
started they found, like horticulturists who 
have tried before them, that Genlisea are re- 
calcitrant pot plants. But add ciliates to the 
soil and there is no stopping them. They are 
clearly hungry. Whether they will inspire 
any novels remains to be seen. 





Jupiter 


The Great Red 
Hurricane 


HE Great Red Spot of Jupiter has been a 

puzzle since 1664, when Robert Hooke 
first glimpsed it in his telescope. Those who 
have since contemplated its baleful stare 
have wondered, reasonably enough, why it 
is SO great (its length is one-and-a-half times 
the diameter of the earth); why it is red; and 
why it has been there so long. 

Nowadays, these are questions not for 
astronomers but for meteorologists. Jupi- 
ter's weather is more exciting than earth's— 
with wind speeds up to 540kph (335mph), 
storms that last for decades and at least 
three sorts of rain—but its atmosphere is 
thought to work in basically the same way. 
Results presented this week by Fred Taylor 
of Oxford University, during a conference 
at the University of St. Andrews, 
support that view. The red spot is 
not so much a spot as a giant 
sprinkler, and hence not unlike 
an earthly hurricane. 

Dr Taylor and his colleagues 
have been analysing infra-red 
pictures taken by the spacecraft 
Galileo (owned by NASA, Ameri- 
ca's space agency), which is cur- 
rently touring Jupiter and its 
moons. In the process they have 
made other intriguing discover- 
ies. In 1995 Galileo dropped a 
probe into the Jovian clouds, 
which beamed information 
about its environs back to the 
spacecraft. It found hardly any 
water clouds, raising the ques- 
tion whether Jupiter had been 
formed out of the same stuff as 
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the sun and other planets. Dr Taylor's anal- 
ysis lays this worry to rest. There is water on 
Jupiter but, as on earth, it is spread about 
unevenly. The probe simply hit a dry patch. 

The pictures also reveal that, as ex- 
pected, Jupiter's main layer of cloud is com- 
posed of ammonia. But above it is a thick 
smog, made of organic compounds broken 
up by the sunlight. Below the ammonia is 
another devilish blanket, of ammonia 
combined with hydrogen sulphide, and 
there may be water clouds beneath that. 

Somehow this reeking cake of an atmo- 
sphere holds the key to Jupiters ornate 
swirls, bands and spots. A planet's weather 
is driven by heat moving from one part of 
the atmosphere to another, among other 
things. On earth, a lot of the heat gets trans- 
ported by water. In evaporating, water 
absorbs heat and carries it upwards; on 
condensing, into clouds and rain, it lets the 
heat out. On Jupiter, the fact that other sub- 
stances can do this too leads to more layers 
of cloud and more complicated weather. 

Such as the red spot. The new infra-red 
images from Galileo show that it is not a 
deep vortex of cloud as previously thought. 
Instead its top is a tangle of spiral arms. The 
gaps in between them reveal a large, fairly 
clear area below. And the spot is slightly 
raised near the middle. 

Dr Taylor thinks this means that the red 
spot is actually a relatively narrow, spin- 
ning column of material rising from the 
depths and being sprayed out over the am- 
monia clouds. At its edges, the material falls 
back down. Besides that, however, the mys- 
teries persist. More data remain to be ana- 
lysed. Dr Taylor hopes they will give some 
clues as to what the substance is (ie, why the 
spot is red) and why the column is not in 
the very centre of the spot. As for the spot's 
extraordinary lifetime, that is probably due 
to its size. But since Galileo cannot look 
into the past, the question of how a hurri- 
cane big enough to last for over three centu- 
ries got started will be harder to answer. 
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Lone-star literature 


AUSTIN 


It has taken a while, but Texas writing has outgrown sagebrush folksiness and 
developed into something much more intriguing and diverse 


HE myth of Texas is peculiarly perva- 

sive: in a Murmansk bar this correspon- 
dent once saw a drunk Russian naval cap- 
tain crawl on to a table and implore his 
fellow sailors in the Russian northern fleet 
to remember the Alamo. Yet if the idea of 
Texas is so attractive, why has its writing 
fared so poorly? It is amazing to reflect that 
the lone-star state has yet to produce a sin- 
gle writer who can be counted among the 
giants of American literature. 

Texans have normally laboured under 
a prejudice that they are brash and rather 
dim. To some extent, this has been borne 
out by their taste in literature. Even edu- 
cated Texans have often preferred insub- 
stantial humour books and western pulp 
fiction to “highfalutin’ writing". Home- 
grown literature has dwelt heavily on an 
imagined Texas of the mind, a place inev- 
itably sliced by canyons, dappled with wild 
horses, blue sky and ochre earth, baked in 
summer and cooled by snowflakes caught 
on the northern winds in winter. A place 
peopled only by taciturn men who look 
rugged (in a handsome way) and do not 
smell of horse sweat. 

This imagined Texas never had much 
resonance for Texans érowing up in the cit- 
ies or east Texas, and it completely edited 
women, blacks and Tejanos from the land- 
scape. Commercial considerations were 
partly responsible. In the 1950s, western 
pulp fiction commanded 10% of the Ameri- 
can book market and many Texan writers 
were lured into a genre that is now less 
read, and even less appreciated. Even 
when writers captured the real Texas, as 
John Graves did in "Goodbye to a River", 
the rest of the world, whose imagination 
was conditioned by Hollywood and John 
Wayne, did not recognise it. 

But things have changed. The Second 
Annual Texas Book Festival in Austin re- 
cently showcased 100 of the state's writers, 
several of whom are winning the respect of 
circumspect Yankees. Crowds flocked into 
the elegant state capitol to listen to old 
favourites like Elmer Kelton, one of the few 
pulp western writers to escape into main- 
stream fiction, and voices representing the 
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diversity of modern Texas, such as Naomi 
Shihab Nye, a San Antonio poet. 

Larry McMurtry, the godfather of con- 
temporary Texan writing, was also on hand 
with a prequel to “Lonesome Dove", his Pu- 
litzer-prize-winning story of a west Texas 
ranch. With his plump gills, round specta- 
cles and owlish demeanour Mr McMurtry 
would not be mistaken for the Marlboro 
Man. This is appropriate; his books excori- 
ate cowboy myths. Mr McMurtry used to 
wander around in a sweatshirt which said 
“Minor Regional Novelist”. He has escaped 
that dubious title partly through the range 
of his writing. He takes a panoramic look at 
Texas, not just sinewy tales of ranchers and 
rattlesnakes but also gushy suburban sagas, 
two of which—“Terms of Endearment” and 
“The Evening Star” have been made into 
films. His earlier books such as “Leaving 
Cheyenne”, come closest to enduring Texas 
literature and “The Last Picture Show", 
made into a film by Peter Bogdanovich in 
1971 (with a sequel, “Texasville” in 1990: see 
below), helped break the romanticised, 


Hollywood image of the state. 

Mr McMurtry's life is interwoven with 
Texas’s finest writers. He taught at Texas 
Christian University with John Graves and 
shared a house with Bill Brahmer, whose 
“The Gay Place” may be the finest novel yet 
to come out of Texas. At Rice University Mr 
McMurtry taught Gregory Curtis, who later 
edited Texas Monthly, easily the best re- 
gional magazine in the United States. 

One of Mr McMurtry’s favourite themes 
is the frontier. Indeed, the disappearing 
frontier has been a theme in Texas litera- 
ture since the days of the Republic. No 
sooner was land settled than it was cut by 
roads and eventually seeded with burger 
joints. Mr McMurtry describes how the 
meeting place for his town is now the Dairy 
Queen. Television, with its soaps and celeb- 
rity proxies, has replaced storytelling. 

There was not much in the way of Texas 
literature until after the second world war. 
Before that Texans who cherished the ideals 
of Jeffersonian civilisation imported their 
literature; while the rest had only one book 
and that was the Bible. The Anglo culture 
was one of storytelling, not of writing, an 
attitude best represented perhaps by Lyn- 
don Johnson, who seldom looked to litera- 
ture to buttress his formidable, brutal wit. 
Among the Anglo writers, folklorists held 
sway. They told it the way it was. None 
more so than J. Frank Dobie, who explored 
the relationship of Texans to the land: he 
and his fellow folklorists have chronicled 
the state for those who want more than con- 
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trived images of the west. Connecting 12th- 
century Oxford and the Texas borderlands, 
a younger Texan writer, Michael Lind, says: 
“Dobie is our Geoffrey of Monmouth.” 

In fact, the most literate early Texans 
were German immigrants. Pupils at 19th- 
century Gymnasien in central Texas held 
public recitations of Goethe and they might 
have developed a strong literary tradition 
had the xenophobia of the first world war 


not forced on them rapid assimilation. 

As that Russian captain understood, the 
Alamo remains the alpha point of Texas 
culture. But until recently writing about the 
siege did it little justice. The unpromising 
title of Mr Lind's “The Alamo: An Epic" 
(Houghton Mifflin; $25) belies a work of 
breathtaking ambition. A sixth-generation 
Texan, Mr Lind mythologises the Alamo in 
the form of a classic epic poem of around 


6,000 lines, a length favoured by Aristotle. 
He breaks with Hollywood macho conven- 
tion in concentrating not on the brawn, the 
rough and ready frontiersmen, Davy 
Crockett and Jim Bowie, but on the brains, 
the bookish intellectual leader of the Texas 
rebels, William Travis. Mr Lind's aim was 
to celebrate individual valour while under- 
cutting the idea of manifest destiny. Mr 
Lind firmly rejects any comparison be- 





SANTA FE 


HE New Mexico legislature passed a 

| resolution a few years ago declaring 
the official "state question” to be “Red or 
green?" You did not have to serve tables to 
know that the topic was chile, the defin- 
ing ingredient in south-western food. 

Visitors to the Southwest are familiar 
with ubiquitous chile gift stores, which 
stock everything from ristras (decorative 
strands of dried chiles) to bottled sauces 
with extreme names (such as Ass Kickin' 
Horseradish Hot Sauce) But in recent 
years, the trend has been spreading to 
other parts of the country. Salsa, the 
spicy condiment made from chile 
peppers, now sells more bottles in 
America than ketchup. 

At the annual National Fiery 
Foods Show, the number of exhibi- 
tors has grown from 37 in 1988 to 
260 today. Between 1987 and 1996, 
Chile Pepper, one of the few “uni- 

| vegetable” magazines in America, 
| grew from 200 subscribers to more 
than 50,000. Recently, it began shar- 
ing the market with the upstart Fiery 
Foods. "South-western food is more 
American, in the widest sense, than 
any other food," according to Mark 
Miller, a lapsed anthropologist and 
culinary impresario who set up the 
fancy and much-copied Coyote Cafe 
in Santa Fe ten years ago. "It incor- 
| porates the region's indigenous, 
| Spanish and European heritages,” he as- 
X Serts as he sketches the plant's history: "Its 
| botanical relationships, its peppers espe- 
| cially, are the continent's oldest. Wheat 
| didn't come along until Russian immi- 
| grants moved to the Great Plains; it never 
| grew in New England." 

| Several things have encouraged Amer- 
icans' once-bland palate to warm to the 
spicy chile pepper. Chiles are healthy. 
They are low in fat, low in calories and 
high in vitamins A and c. In addition, 
travel has brought more and more Ameri- 
cans into contact with foreign cultures 
and cuisines, and some of America's fast- 
est-growing immigrant groups, including 
Mexicans and Asians, have introduced 


A brief history of chile cuisine 


their traditional spicy cooking to Ameri- 
cans in family-owned restaurants. And 
harried two-income families increasingly 
look to restaurants as locations to gather, 
relax and entertain themselves. 

The fiery heat of chile appeals to thrill- 
seekers. Mad Coyote Joe of Cave Creek, Ar- 
izona, who sells a line of 54 south-western 
food products, describes tasting the ultra- 
hot habanero pepper as “culinary 
bungee jumping". After a pause, as if re- 
alising that bungee-jumping is not daring 
enough, he adds, less appealingly, that the 





taste is like having “a razor blade scrap- 
ing your tongue for 45 minutes", 

Chiles get hotter the harder they are to 
grow. Their burning sensation comes 
from seven related alkaloids that only 
mammals can detect. This pungency, 
which survived in wild chiles because 
birds, not mice, could spread the seeds, 
comes in two forms: the "dissipating" 
kind of heat that is strong at first and tails 
off quickly, and the "lingering" sort that is 
milder but longer-lasting. 

Columbus, who was looking for 
spices as much as for gold, discovered the 
little red berries on his first voyage to the 
New World. He called them *peppers" be- 
cause he assumed they were related to the 


black pepper plant of India. The name 
"chile" comes not from the country but 
from the Aztecs' root word for the plant. 

It took generations of selective breed- 
ing beginning with the Aztecs to come up 
with the chile varieties that people are | 
now familiar with—the jalapeno, the ser- 
rano, the ancho and the poblano. But 
within less than a century, chiles spread 
across the globe. This rapid spread was 
partially due to medicinal uses; indige- 
nous peoples have long used chiles for 
pain relief, a virtue confirmed by modern 
scientists, who note that a small pain 
caused by the active ingredient capsaicin 
coaxes out hormones that can simulta- 
neously ease bigger pains. 

But the chile also spread quickly 
because it slipped effortlessly into a 
wide variety of cuisines. Contrary to 
its typical fast-food incarnation, 
Mexican and south-western cuisine 
is not necessarily spicy or greasy. Its 
form usually depends on the region 
it comes from and the food crops 
that are locally available. Culinary 
taxonomists acknowledge at least 
four major varieties. 

New Mexican cuisine is the old- 
est. It is lighter, relatively spicy 
thanks to a generous dose of chiles 
and influenced by Indian and Span- 
ish cooking. Tex-Mex food, with its | 
heavier sauces, is closer to the popu- 
lar idea of Mexican food. The com- 
mon  meatand-bean concoction 
known as “chili con carne", for in- 
stance, is a pure Tex-Mex creation. 
Chileheads grimace when “chili” is con- 
fused with "chile". 

Sonoran cuisine, which originates 
from Mexico's Sonoran desert region 
south of Arizona, comes closest to New 
Mexican cooking in its spiciness. Califor- 
nian cuisine is the mildest and, because | 
of its proximity to the sea, includes more 
seafood than any of the others. 

Chile purists fret that overexposure is 
undermining chile cuisine. But popular- 
ity has its positive effects as well. It seems 
to be a stimulus to research, for example. 
Native Seeds/SEARCH, a non-profit body 
in Tucson, collects wild plant varieties, 
including rare or unknown chiles. Can 
rare and unknown dishes befar behind? | 
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erotic awakening to joyful celebration. The 
immaculate but unsurprising choreogra- 
phy seems inadequate to the despair of 
“Swan Lake”, but it provides an elegant and 
integral vehicle for the increasingly comic 
and high spirited ballets that follow. In 
Sweden, Mats Ek has reworked the Tchai- 
kovsky ballets and “Giselle” in a psycholog- 
ical vein. In May, NBT follows a “Giselle” set 
in the Nazi occupation with a new “Swan 
Lake” stripped of swans and indeed any el- 
ement of fantasy altogether. 

Why this preference for recycled mate- 
rial over virgin ground? Part of the answer 
is undoubtedly box-office caution. Audi- 
ences are deemed more likely to respond to 
innovation if it comes in familiar packag- 
ing. It is sadly but undeniably true that re- 
alistic narratives seem to highlight only the 
inherent anachronism of the form. The ar- 
chetypal character of fairy tale is better 
suited to the oblique way in which action 
unfolds through dance, but choreogra- 
phers are hardly likely to begin dredging 
the Brothers Grimm all over again for fresh 
material in 1998. Better to stay with a sure 
thing. Finally there is the music. When did 
an irresistible ballet score last tempt a com- 
poser's imagination? All too long ago. 





Russian writers 


Flinty snail-horn 


ANTON CHEKHOV: A Lire. By Donald Rayfield. 
Henry Holt; 674 pages; $35 


NE of Chekhov’s closest friends, the 

publisher Suvorin, observed that the 
writer was a man of “flint”, that his talent 
was “cruel”, his objectivity “harsh”. At the 
Same time, as Donald Rayfield shows, Che- 
khov was as tender as a snail-horn at the 
spectacle of human cruelty and injustice. 
When his Tartar servant was punched by a 
ship’s officer for being among first-class 
passengers, the victim saw his master’s 
agonised face and said: “You haven't hit 
me, you’ve hit him.” 

In this extraordinarily rich and 
crowded biography, both Chekhovs are 
presented. Mr Rayfield’s approach is not 
analytical so much as revelatory, his canvas 
built up stroke by stroke in dense, often 
short, sentences, laid down as though by a 
palette knife: the family bought out of serf- 
dom by a hard and thrifty grandfather; a 
musical father steeped in the liturgy who 
thrashed his sons through childhood; pov- 
erty and intermittent education; debt and 
bankruptcy; medical training and doctor- 
ing by day, short stories by night; every- 
where TB—his own and others—and the 
drunken fecklessness of his brothers. 

Mr Rayfield eschews psychology, but 
his picture says it all. Chekhov's almost bru- 
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Women pined for Chekhov 


tal lack of sentiment, his irony, impatience 
and repulsion emerge without the neces- 
sity for comment or excuse. So does his sur- 
prising bawdiness: "There's still nobody to 
screw,” he writes in one letter, and again, 
“so much work that there’s no time even for 
a quiet fart.” 

But by the same token, basic human de- 
cency became a desperate necessity to him. 
Tolerance, common politeness, an aes- 
thetic sense, these were triumphs won in 
the teeth of vulgarity and viciousness. There 
was nothing gentle about his belief in gen- 
tleness. He hammered his dissolute, filthy 
artist-brother with it: “The lower-class flesh 
brought up on thrashings, wine-cellars and 
hand-outs shows,” he wrote. Well-bred peo- 
ple “can’t eat out of an old paraffin 
can... they need from a woman not bed, 
not equine sweat... not a hole...smash 
the vodka decanter and lie down and 
read..." 

Chekhov's Russia, struggling with cen- 
sorship, poverty and disease, seems to have 
consisted largely of people battening on 
each other, and particularly on anyone 
who showed above the ruck. As a doctor, 
Chekhov was besieged by friends and fam- 
ily; as an increasingly known and well- 
paid author he was harried for favours, 
loans, help in finding jobs: "If you reject 
my request, please send the revolver which 
we bought together ...” Friends and hang- 
ers-on came and went, or stayed intermina- 
bly, especially at Melikhovo, the country 
house he bought in order to find peace: “all 
day eating and talking, eating and talking," 
he wrote despairingly to Suvorin. For the 
sake of his writing, he often stonewalled. 
The flint that Suvorin noticed was his fun- 
damental detachment as an artist. 

The result was that although Chekhov 
was capable of great delicacy of feeling—for 
example, buying quantities of stamps from 
the local postmaster before a journey in or- 
der that, as the man's biggest customer, his 


departure might not impoverish him; and 
though his conscience drove him to carry 
out éreat works of public usefulness—he 
built schools, libraries and clinics, and 
made a heroic journey to Sakhalin island to 
report on the condition of the prisoners 
there; nevertheless he was personally eva- 
sive, uncommitted and in a curious way 
irresponsible. 

Women flocked to him; he charmed 
them, slept with them and rebuffed them. 
His housekeeper-sister, Masha, was the 
only one he needed, and he saw off all her 
suitors. The pressure of impending death 
and the need for peace kept the world and 
his lovers ruthlessly at bay. They became 
material for his plays and stories where, 
even there, he stands, however sympatheti- 
cally, apart. Chekhov did at last, hesitantly, 
marry—Olga Knipper, the lead actress of 
the Moscow Arts Theatre and his Madame 
Ranyevskaya in "The Cherry Orchard"— 
but by then TB had banished him from 
Moscow to the warmth of Yalta. 

This is a teeming, almost hectic, biogra- 
phy. The mass of sources—diaries, memoirs 
and letters, some never before published— 
enables Mr Rayfield to keep track of a huge 
cast of characters, quarrelling, gossiping, 
swapping dogs, fishing, gardening, and of 
course constantly writing to and about 
each other. If Chekhov himself is elusive, it 
is no more than he was to those who knew 
him. It is the book's strength that Mr 
Rayfield gives himself and his reader the 
distance of a friend rather than attempting 
the close-up that nobody ever saw. 








This 1891 photograph of three 
friends dressed as men is from “‘See- 
ing Ourselves: Women's Self-por- 
traits" by Frances Borzello (Abrams; 
$55. Thames and Hudson; £28). It 
shows the fascinating changes in the 
style and conventions of how wo- 
men represent themselves, espe- | 
cially in the past 100 years. 
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Galina Ulanova 











N HIS eulogy of Galina Ula- 

nova, President Yeltsin said 
she had been a “symbol of con- 
science” for Russians. It is under- 
standable that the head of state 
would wish to suggest that the 
Stalin period was redeemed a 
little by those with a conscience. 
And there were indeed a remark- 
able number of Russians who 
demonstrably stayed true to 
their beliefs despite the shadow 
of the gulag and judicial murder. 
Miss Ulanova does not appear 
to have been among this com- 
pany. She was, though perhaps 
innocently, a redeemer of 
Stalinism. 

Important foreign visitors to 
Moscow would be offered a spe- 
cial treat: a good seat at the 
Bolshoi, where Galina Ulanova, 
the prima ballerina, was per- 
forming, perhaps in “Swan 
Lake”. As Miss Ulanova floated 
on to the stage to Tchaikovsky’s 
syrupy music, any misgivings 
the visitor might have felt about 
the regime would perhaps be ap- 
peased, at least for a time. What- 
ever you might say about com- 
munism, you had to give it full 
marks for culture, did you not? 
Would the visitor care to come 
back-stage after the perfor- 
mance? Miss Ulanova has al- 
ways admired your country. 

The state was suitably grate- 
ful. Miss Ulanova was named a 
Hero of Socialist Labour (twice) and received the Order of Lenin, 
the Soviet Union’s highest honour. She gained the Stalin Prize on 
four occasions. Her tours abroad took on the appearances of 
state visits. Ecstatic reviews were expected, and when a New York 
writer made a minor criticism of one of her performances, 
Pravda accused him and his newspaper of seeking to continue 
the cold war. She had an impregnable escort of minders, but 
there was never any suggestion that she would run away. In 1956 
the aircraft bringing the Bolshoi troupe to Britain was diverted 
from Heathrow to an RAF station because of fog. Despite assur- 
ances from her minders that the capitalists were not trying to 
kidnap her, Miss Ulanova refused to leave the aircraft until she 
had received permission from high up in Moscow. 


A family of dancers 


For her devoted admirers it was enough that Galina Ulanova 
was among the greatest dancers of classical ballet this century. 
She had brilliantly sustained a tradition from the tsarist days, 
when Russian ballet became unequalled in the world. Her 
mother was a dancer, her father a choreographer, and as a child 
she was placed in a ballet school. Miss Ulanova was seven at the 
time of the Russian revolution. As she grew into adolescence, 
she, like many young people, was excited by what seemed the 





Galina Sergeyevna Ulanova, a Bolshoi 
legend, died on March 21st, aged 88 


promise of a modern, vibrant 
Russia. The aristocracy was fin- 
ished. “Our audiences,” she was 
to say later, “are ordinary peo- 
ple.” In 1928 she joined Lenin- 
grad’s Mariinsky Theatre, where 
her mother had danced, and 
which was later to be called the 
Kirov (after Sergei Kirov, a popu- 
lar communist leader much 
mourned by Stalin, but always 
thought to have been murdered 
on his orders). 

Miss Ulanova had rather a 
stocky figure, but such was her 
talent that on stage she seemed 
to be transformed. “As soon as 
she dances, a metamorphosis 
takes place,” said a critic. “With 
each part she has a different 
body, a new personality.” So in 
“Giselle”, her most famous role, 
she makes an idiotic story about 
a peasant girl who turns into a 
ghost seem entirely true. 

In 1944, on Stalin’s orders, 
she was brought to Moscow and 
to the Bolshoi. Although Lenin- 
grad was where the revolution 
started, Stalin never cared for it. 
He saw it as a rebellious city. In 
his great purges of the 1930s, 
members of the Leningrad party 
suffered most. Rebellion was in 
fact present in the Kirov, al- 
though it did not become evi- 
dent until after Stalin’s death in 
1953, with the gradual easing of 
repression in the Soviet Union. 

Two of the Kirov's greatest stars defected to the West, Rudolf 
Nureyev in 1961 and Mikhail Baryshnikov in 1974. Along with 
other discontents, they had become bored with the old ways. 
While Soviet ballet persisted, if brilliantly, with classical dance, 
in Europe and America dancers were finding new ways to tell 
stories, or even no stories at all, just abstractions, with new dance 
movements and modern music. In the Soviet Union experimen- 
tal works by Shostakovich and Prokofiev were suppressed. Stalin 
seems to have liked only pretty music. Jazz, which plays a part in 
much modern ballet, was considered to be decadent. Tikhon 
Khrennikov, Stalin's musical controller and one of his most ab- 
ject acolytes, now aged 84, recalls that “nobody could say no to 
Stalin". He draws a finger across his neck. 

As for Miss Ulanova, she was getting rapturous applause into 
middle age. But at 50 she gave up public dancing and spent 
much ofthe rest ofher life teaching. The Bolshoi she leaves is in a 
poor way. Ballet is costly. In the Soviet days, a former Bolshoi 
manager recalled, there was unlimited cheap labour to man the 
workings of the theatre. If money was requested it would be 
available immediately. Democratic Russia's struggling market 
economy has destroyed such uncommercial extravagance. The 
fabric of the theatre itself is crumbling. Well, you can't have 
everything. 
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Elias Dinenis 


Director of the Centre for Mathematical Trading and 
Finance and our expert on quantitative investment and 
risk management 


Bill Rodney 


Head of Property Valuation and Management and 
City's expert in real estate finance and investment 


Meziane Lasfer 
Director of our PhD programme and highly regarded for 
his knowledge of dividend policy and debt financing 


Kate Phylaktis 


Professor of international finance and our expert on 
FX and emerging capital markets 


Gordon Gemmil 


Professor of finance and one of London’s leading 
authorities on the pricing and use of derivatives 


As a top international business school in the City 
of London, we believe our people are well worth 
getting to know. 


Why? First, they publish highly rated research and 
deliver teaching externally judged as excellent. And 
they usually have extensive senior business experience 
or an international consultancy background. 


All of which makes a difference to our graduates 

in achieving a top flight career in financial services, 
banking or risk management. A global business school 
for a global City needs a global perspective. 


But don’t just take our word for it: the Financial Times 
rated City University Business School the top school 
for careers in finance in January 1998. So, if you're 
ready for the City challenge, get in touch. 


MSc Corporate Property Strategy 

MSc Finance 

MSc Insurance and Risk Management 
MSc Internal Audit and Management 
MSc Investment Management 

MSc Mathematical Trading and Finance 
MSc Property Investment 

MA Property Valuation and Law 

MSc Shipping Trade and Finance 

MSc Trade Transport and Finance 
Diploma Voluntary Sector Management 


We also offer full-time and part-time MBA programmes 
and research degrees in all business disciplines. 


For more information, call us: 

Course details +44 (0)181 553 6960 

Executive education/consultancy +44 (0)171 477 8710 
Press enquiries +44 (0)171 477 8721 


City University Business School, Frobisher Crescent 
Barbican Centre, London EC2Y 8HB 

Fax +44 (0)171 477 8880 

WWW http://city.ac.uk/cubs/ 


University 
BUSINESS SCHOOL 


Research and teaching excellence for 
the City of London at the Barbican 
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Upgrading your professional value 
in a competitive global economy: 


PetroleumMand 


r Energy 
ÁJljOd MeT LAEI 


Ü 


Academic 
Excellence 


Professional 
Relevance 


Graduate studies © 
Natural Resources, 


Energy @ tr 
Environment | 









C entre 















E Qi iMernational 
. Ww business 


transactions 


Law, Policy, Economics & Management 


The Centre for Energy, Petroleum and Mineral Law and Policy - 
CEPMLP/Dundee is the leading graduate school in its field: 
An internationally recognised centre of excellence that maintains 
close links with industry and governments through executive 
training and consultancies, offering professionally relevant 
programmes leading to the qualifications of: 


Diploma * MBA * LLM * MSc * PhD 


For further information please contact 
Kathleen Shortt, Graduate Admissions (E9) 

Centre for Energy, Petroleum and Mineral Law and Policy 
University of Dundee 
Dundee, DD1 4HN, Scotland, UK. 
Tel : +44 (1382) 344300 * Fax : +44 (1382) 322578 
e-mail : cpmip@dundee.ac.uk 
http: //www.dundee.ac.uk/petroleumlaw/ 


associated internet site: herp: //www .gasandad. com! goc/platform/cepmip/welcame htm 


A limited number of financial aid packages of up to £5000 available 
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MBA 


Management degrees 
from a world class 
business school 





FULL-TIME MBA 


The London Business School MBA, taught by some of the most 
eminent people in their fields, enjoys international recognition. As much 
emphasis is placed on personal as on academic development. The 
programme attracts high achievers from fifty-five countries, who 
contribute to this culture of excellence. This is the MBA which gets results: 
a passport to your future success in the global business community. The 


programme lasts 21 months and starts in October. 


SLOAN FELLOWSHIP MASTERS IN MANAGEMENT 


Sloan is a rigorous ten-month general management degree 
programme. It is designed for highly motivated, successful managers and 
professionals with at least ten years’ experience, who wish to take on the 
most senior and international positions in business and industry. You will 
have the opportunity to explore the latest management thinking with first 
class faculty, and work with an international peer group, whose diversity 
is a key part of the Sloan philosophy. The programme begins in September. 

THE NEXT MBA and SLOAN FELLOWSHIP MASTERS INFORMATION SESSIONS 


London 
November 10th, 18.30 at London Business School 


Geneva 
November 10th, 18.15 at Hotel des Bergues, 33 Quai des Bergues, Geneva 


Oslo 
November 10th, 17.30 at Oslo Plaza Hotel, Sonia Henies PL 3, Oslo 


Copenhagen 


November 1 Ith, 17.30 at Assuranderernes Hus, Amaliegade 10, Copenhagen 


For full details of the MBA and Sloan Programmes including dates for our 
worldwide information sessions, attach a business card, return the coupon 

or contact the MBA Information Officer, London Business School, Sussex Place, 
Regent's Park, London NW1 4SA, UK. Tel: (0)171 706 6859, fax: (0)171 724 
7875, e-mail: mba-info@ibs.ac.uk, web site: http:/ /www.Ibs.ac.uk 


Please send me full information on the MBA = Sloan Fellowship Masters C] 
Mr/Ms = _ First Name 
Family Name 

Job Title _ 








Company 
Address LJ Work LJ Home 





Country 
Telephone AS 


Fax 








Business 


Number of years work experience Sw 7"T")—-TTmm 


sve eg eect School 
No : 


e-mail 





Year of preferred entry ux 


London Business School exists to advance learning and research in business and managemont 
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COURSES 





winners 


Today's managers often find MSc Shipping, Trade & Finance 
MSc Trade, Transport & Finance 


THE BRADFORD MBA. 


themselves in awkward positions 
Too many problems in too little 
time can make for a frantic life 
And just try fitting in some study Bring us your brainpower and we'll lead you to an 
international business career in banking, finance, 
international trade and transport or stockbroking. 


That's why, at Bradford, we'll 


produce a programme that's 


tailored to your needs. Full time, Hard to believe? Not if you know our 750 graduates in 
evening and open learning more than 70 countries worldwide, all highly successful. 
options give you the freedom The Financial Times ranked City the top business 


to learn at your pace, not ours school for careers in finance in January 1998 too. 





with course lengths of 1 to 6 Don t think it'll be easy. Our 14-month course is 
years. And in addition to | intensive and demanding. pulling in practitioners from 
studying the integrative core, the City of London as well as our own City Experts, 
you'll choose the 6 most relevant many with international reputations. So, if you are 
electives from a range of over rcady for the City challenge, get in touch. 


30, to ensure your MBA ? 
complements your chosen career CI j Y el +44 (0)171 477 8606 
vath, S XY C > flexib! MBA, * . 

pa © tOr a more rnexibie l University Fax: +44 (0)171 477 8719 
talk to Bradford. After all, why AEs 

study an MBA that hasn't studied BUSINESS SCHOOL http://www.city.ac.uk/cubs 


you? For further information call Frobisher Crescent, Barbican Centre, London EC2Y 8HB 
+44 (0)1274 234373 (full TEACHING AND RESEARCH EXCELLENCE IN LONDON 











time and open learning) or 
+44 (0)1274 234374 (evening) 
me Amsterdam 

wj - Institute of Finance 


IHE BRADFORD MBA 
Sets | offers in cooperation with the faculty of 


© eo | INSEAD 
Hm | Upcoming Courses 1998 








Portfolio Management 





- Fixed Income Investment (May 5-8) 
- Real Estate Investment (May 18 -19) 
Banking and Risk Management 
in Emerging Markets (June 2-5) 
Advanced Valuation Topics 
- Valuing Commercial Banks (June 10-11) 
- Real Options (June 12-13) 
Asset Securitisation (June 22 - 24) 


Measuring and Implementing 
Economic Value Added (Aug. 3! - Sept. 2) 


IT'S FLEXI BLE, | Foundations of Finance (Sept. 4-25) 
| 





SO YOU DON’T HAVE TO BE. New Course: 


Ethics and Shareholder Value 


in Banking and Finance (Nov. 12-13) 
d | For further information and our detailed brochure, please contact 
The University of Bradford Management Centre, Emm Lane, Ms. Katelijn Arnold, Course Manager. 


Bradford BD9 4JL, West Yorkshire, UK. Fax: +44 (011274 232311 


http://www. brad.ac.uk/acad/mancen/ email: G.H. Barbour@bradford.ac.uk AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 


telephone: *31-20-5208555 - fax: *31-20-5208506 - e-mail: info@aif.n! 
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COURSES 


HEC EXECUTIVE DEVELOPMENT CENTER 


Develop an international perspective 
on business strategies 


Strategies for Competitive Success: 
Formulation and Implementation 


Pierre DUSSAUGE 


Professor of Strategic Management 


HEC Paris 


Aneel KARNANI 


Chairman of Corporate Strategy 


University of Michigan 


For more information: 


Francois Collin, HEC School of Management, Paris, France 


Tel: 33 1 39 67 74 09 - Fax 33 1 39 67 74 30 
E mail: collinf@hec.fr - http:/ /www.hec.fr 


Learn internationally by travelling, within 
this one year programme, between highly 
respected institutions in different 

European countries: 

The University of Stirling, Scotland, UK 

The CERAM School of Business, Nice, France 


The University of Groningen, The Netherlands. 


A 12-month, full-time programme, 

please contact leading to a Master of Science-degree. 
Specialisms in e,g.: 

Ms. F. van den Hende International Marketing, 

Course Manager (IBP) International Finance, 

IBP Office, international HRM. 

Faculty of Management Including a dissertation project/internship 

and Organization with an international company. 

University of Groningen 

P.O. Box 800/Landieven 5 

9700 AV Requirements 

udis i àh ; A good bachelors degree 

The Netherlands (e.g. BSc or BA) jn Business, 

tel ++ 31 50 3637343 Economics or a Business related 

50 3632341 subject and fluency in English 


fax 44 31 5 


For further information 





e-mail: ibp@bdkeug.nl. Internet: httpwww.bdk.rugniiaP 
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Distance learning offers experienced managers 


WARWICK 


BUSINESS SCHOOL | 


an effective study route to the MBA and 
Warwick's top-rated Business School has 
more than |0 years’ experience in supporting 
MBA students through its flexible programme 


“I wanted to take an MBA 


by Distance Learning 


so I talked to Warwick. 
No one else came close.” 


If you would like to know more then call 

the number below quoting reference EC242 

Tel. +44 (0)1203 524100 

Fax. +44 (0)1203 52441 | 

E-mail: dimbainf@wbs.warwick.ac.uk 
http://www.wbs.warwick ac.uk/mba 

Warwick Business School, University of Warwick, 
Coventry CV4 7AL, England 





THE MBA FOR THE 
AGE OF TECHNOLOGY 


-h uml OR a 


TW | High-Tech emm 
| Offered. in seven 2-week residence sessions — 


over 20 months 


want A sr > m 
> rgia inet twit e B 
(3 or” Tec WHOLOGK . 


THe a: SCHOOL OF MANAGEMENT y 


For more information: 
Phone: 404.385.0105 E-mail: MOT5@mgt.gatech. edu 
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| Degree Completio in 
BS, MA, MBA, Ph. xi 





ER E Home study Course in 1 Economies 


| | A 10lesson study that will throw light | 
| | ontoday's baffling problems. Tuition | 
| | free-small charge for materials. | 

i 

| 


Write: Henry George. Institute, 121 East 
| 30th Street, New York NY 10018, USA 









A ox 1138- Bryn Mawr, PA 19010 T 
44 Fax 610 27- 4008 » E-mail: washuniv@op.net 












Swiss & US Diplomas | — 
*Bachelor's Degree | ^ 
-MBA, MS, MA 


* Paid Swiss & US internships. | | l 


ee ee ae ET NEA TNR A ee MAI MA Na SIN noe UR RTE NTE Rev T 









* Falli immersion 
* For company personnel 
* Tailored, one-to-one courses 









| Gléseau 








"76 bax: 434.1401 0673 . 








"The Office of Admissions Td 14121963 740M I A: is ta idcoreozen | [Banques e Centre located next to Opéra WERA TTE OM 
ema ngo MEN ona | [4 itu ret +33-1-48-016146 tax +33-1-42-463715 | 
1800 Mnre Switzerland ae himch. | eo roctive course: * ultures. 


INTERNET L anguesC ulturest e ? Compuserve, com E 


a ERE m ——— S EIS Ga A OEN EVEN UT 


UNIVERSITY DEGREE 
For Life, Academic & As Experience — 


Degrees for people who want to be more effective - 
and secure in their jobs or professions, 


um your BACHELOR'S, MASTER'S or poc ORATE degree by 
Match Vd utilizing your life and work experience, College equivalent credits are 
l given for your: fob, military, company training, industrial 
position witha , courses, seminars and business experie 
legal degree We accept college credits no matter when taken. 


and Our graduates are recognized for their achievements in business andi. 
transcripts | industry. We will assist you in completing your degree requirements: z 
at your own pace through home. study. E 


Send/fax detailed resume for a ND COST evaluation. 


Pacific Western University | 
1210 Auahi Street, Dept 137, Honolulu, Ht 96814-4922 
teacher... But . 1-808) 597-1909 
degrees open CALL: (800) 423-3244 ext. 137. UK: 0800-960-413 


dag Education 
Programs In: 


o Arts & Sciences 
Unlock Tomorrow’s Potential Today . 


1-504-626-8904 ieee 
Fax 1-504-624-2962 


Education 
http/www.distance.edu | . 


620 Lotus Drive North * Dept. 136 Engineering & 
Mandeville, LA 70471 Computer Science 


“As you know 
experience iy 
still the best 












LASALLE EDUCATION CORPORATION 


Bonn Graduate School of Economics 


onomics Denartinent of the University of Bonn is founding 
Bonn Graduate School of Economics. Over the past 20 years. 
the Department has been jointly organizing the European Doctoral 
Program in Quantitative Economics (EDP} with the London School of 
‘Economics, the Université Catholique de Louvain, the Ecole des - 
Hautes Etudes en Sciences Sociales, Paris and the Universitat 
‘Pompeu Fabra, Barcelona. Participants of the EDP attend any two 
'of the five institutions for their course work. The Department also 
| maintains the "Graduiertenkolleg" on Interactive Economic 
|} Decisions. The Bonn end of the EDP and the "Graduiertenkolleg" 
care part of the Bonn Graduate School of Economics which aims 
at continuing and expanding these programs (for more information 
see: http:/ /www.wipol uni-bonn.de/grako). 





| Ph.D. courses are offered by members of the Department and by 

invited teachers, The program focuses on microeconomic and 

| macroeconomic theory as well as on applied econometrics. Each 
year, Summer Schools are organized on various topics. Courses are. 
taught in English. The school recommends, however, that students 

picduire some knowledge of German while present. | 


A “Applica tions for entry into the Bonn Graduate School of 


‘Economics in Fall 1998 should be received no later than May 15th, 
» 1998. Grants are available upon request. A cover letter, two letters 
of recommendation, academic transcripts and curriculum vitae 
should be sent to: 


Bonn Graduate School of Economics, 
Prof. Urs Schweizer, Department of Economics, 
Adenauerallee 24, D- 531 13 Bonn, Germany. 


. The  Groeütertenkolieg? is. sponsored by the "Deutsche 
Forschungsgemeinschaft" and. the State of North Rhine-Westfalia. 
The Bonn Graduate School of Ei nomics receives financial support 

Heu the "Deutsche Post: af uung 
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doors." Fax: (310) 471-6456 — E-Mail admissions @pwu. com . 
http: Hiwww. pwu- hi. edu 


NTICELLO 


Prestigious Distance Learning Programs in: - 








Law e Business e Education e Diplomacy - 
Int'l. Studies e Arts & Sciences . ie at 







(913) 661 33/7 9 O 661 





MA Advertising and Marketing 








and 7 
MSc Interna ional Marketing 
Management 


Aimed at young prospective managers who have. recently completed de 
their first degrees or are about to oone in non: business or. 
business-related subjects. ; 











Both are full-time, 12 months commencing in September 
Details and application forms are available re 


The Postgraduate Secretary, Leeds University us 
LS2. 9JT. Tel: 0113 233 Maa, ; 
Fax: 0113233 2640, ^ ^ — 
Email: feeGlubs.leeds ick: : 


COURSES 


Tailor-made for company directors 
Realise your full potential... 


In today's highly competitive world, directors need to be able to understand and evaluate key 
business issues and trends. That is why more and more directors are taking the Institute of 






Directors Diploma in Company Direction, the only development programme of its kind 
available through distance learning. 







ip) Superb value - The Diploma programme provides material for a full year's study yet 


Direct Your Business costs no more than a typical short course lasting three or four days. 
ecting Ov! 











Endorsed by the loD — The Institute of Directors is the leading authority on 


director development in the UK 





Study when you wish — Distance learning is a practical way in which company directors can 





acquire new skills. You choose where you study, when you study and you can learn at your 






own pace. Your company derives immediate benefit as your studies progress. 






A lasting resource — The modules for the programme remain a valuable resource of 





reference for your company in the years ahead. 
















Send for your free prospectus — Fax: 0171 240 8018 
e-mail: ioddip@ftmanagement.com - Tel: 0171 447 2021 

Financial Times Management, 128 Long Acre, London WC2E 9AN 
Please quote reference no. 59 








FINANCIAL TIMES 
MANAGEMENT 





l 
APPOINTMENTS 


Calling all City avai 


We are a top international business school in the City of London, committed 
to ensuring our people are the best in their fields. They're known for 
publishing highly rated research, delivering teaching externally judged 
as excellent and usually have extensive business experience. Our masters http://www.jobs.ac.uk 
students and corporate clients expect nothing less. or 


As part of a major upgrading, we're now keen to appoint high achieving telephone: +44 (0)171 477 8039 
experts to 17 posts. Some of these are in our core field of finance: fax: +44 (0)171 477 8886 








To find out more, see 


Lecturer in International Financial Management Email: m.j.akalay-watkin @city.ac.uk 
Lecturers/Senior Lecturers in Finance 
Lecturer/Senior Lecturer in Financial Management 
Lecturer/Senior Lecturer in Insurance 
Lecturer/Senior Lecturer in Quantitative Methods 


While others are in other management disciplines: 


University 
Lecturer in Shipping, Trade & Transport cnp Chae; in ELEM ES 
Lecturer/Senior Lecturer in Management & Systems BUSINESS SCHOOL 
Lecturer/Senior Lecturer in Transport Economics/ 
International Logistics & Distribution 


Research Fellows in Strategy & International Business We are committed to equal opportunities 


Lecturer in Information Management 


Research and teaching excellence for 
the City of London at the Barbican 
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is recruiting (m/f) 


ADMINISTRATORS (A7/A6) 


ASSISTANT ADMINISTRATORS (A8) 


ECONOMICS and EXTERNAL 
STATISTICS RELATIONS 
Qualifications and MANAGEMENT 
A For the field of economics: OF AID 
“Course of university education in. TO NON-MEMBER 
economics and obtained a degree. COUNTRIES 


O For the field of statistics: 
candidates must have completed 
a course of university education 
including statistics and obtained 


Qualifications 


7) Candidates must have completed 
a course of university education and 


a degree. obtained a degree. 
COMPETITION COMPETITION 
COM/A/8/98 ~ 
icd COM/A/10/98 
.. ASSISTANT — ADMINISTRATORS 
ADMINISTRATORS (A8) (A7/ AQ) 


Professional experience 


O None required. Professional experience 


£13 years, including at least 2 years 


LAW and 
EUROPEAN 
PUBLIC 
ADMINISTRATION 


Qualifications 


J For the field of law: candidates 
must have completed a course of uni- 
versity education in law and obtained 
a degree. A For the field of European 
public administration: candidates must 
have completed a course of university 

education and obtained a degree. 


COMPETITION 
COM/A/11/98 
ASSISTANT 
ADMINISTRATORS (A8) 
Professional experience 


COMPETITION I ^ None required 
COM/A/9/98 dong oot ai COMPETITION 
ADMINISTRATORS COM/A/12/98 | 
(A7/ A6) ADMINISTRATORS 
(A7/ AQ) 


Professional experience 


© 3 years, including at least 2 years 
in the field chosen. 


Professional experience 


J 3 years, including at least 2 years 
in the field chosen 


For ali the competitions: O only candidates with a university degree that could give access to doctoral studies 


will 


be eligible. 


For the competitions for Assistant Administrators (A8): O candidates must have obtained the first degree giving 
access to the competition after 4 May 1995, the university course, work placement or further training, 
must include a European component. 


Candidates must: © have been born after 4 May 
1952; O be nationals of one of the Member States 

of the European Union; © have a thorough knowledge 
of one of the official Community languages and a 
satisfactory knowledge of a second. 


The European Commission is an equal opportunities 
employer and takes great care to avoid any form of 
discrimination based on gender, race, religious belief 
or disability. 


The notices of competition are published in Official 
Journal C 97 A of 31 March 1998. Candidates who do 
not use the application form inserted in it will not be 
admitted to the compeution. The Official Journal can 
be obtained by sending a stamped, self-addressed 
envelope (minimum 23 x 32 cm) to: 





http://europa.eu int 


EUROPEAN COMMISSION 

. Recruitment policy; Competitions and Selection 
Procedures Unit SC41 (COM/A/8-12/98), 
Wetstraat 200, rue de la Loi, B-1049 Brussels. 


You must indicate your mother tongue/main 


language 


Closing date for submission of the application form: 
04.05.1998. 


http: //citizens.eu.int 





If you would like to learn more about your rights in the EU. @ UK 0800-581 591 
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EXECUT IVES, | I JOB HUNT ING IN mm 


f rch int in or out of Asia? We can help 
find : a more E posi tion now! Take vour first step towards a 
brand new future by contacting us for free info. 


Career Tel. (662) 2674685 Fax. 2674688 
Email: cpasia@bkk. Joxinfo.co.th 
Path 35/F Room A, 1249/212 Charoen Krung Rd., 
| Asia soos 10500 Thailand. 




























| The creme d rises ; to the top, 
‘so why shouldn't you? 


ooking for the way to achieve that higher level of income? If you ‘te an 
| international senior executive, over 40, and currently earning *100K per 
"year, we can assist you in attaining your goals. At Resume Broadcast 
nternational, our team will manage your career search with the expertise 
you have come to expect. Our commitment is not just 40 hours per week, 
but 24 hours a day, 365 days a year. Contact us at Tel; (909) 866-4213, 
Fax (909) 866-4244 or E-mail: 102224.3306@compuserve.com today - 
end fatch the doors to opportunity open tomorrow. 









Resume Broadcast International 
x gý $ PO BOX 2892, Big Bear Lake, California CA92315, USA. 
PE ? Tel: +1 (909) 866 4213, Fax: *1(909) B66 4244 
















Economic Analyst 


The EEF is one of the largest employers’ organisations. 

over 5,000 members. Economic issues are fundamental to 

advisory service for members and to the representation. [E 
sector's interests to government. 









Reporting to the Chief Economist. you will be res ponsible tor 
providing economic and statistical information services, gs 
collaborating in the preparation of the EEF's business surveys’ 
and economic forecasts, as well.as policy analysis on a divers : 
range of economic and industrial i ISSUES. | : 










TOM wil 















communication skills, bod uan and in 1 writing, an 
requisites. Familiarity with the- Microsoft Office suite in 
Excel is essential (PowerPoint would be useful). Knowle i 
database and spreadsheet techniques will be required. - 
The job offers a competitive salary package. inch : 
contributory pension scheme, Season ticket. loan and 5 D week 
paid annual leave. ! 


Please apply in writing with your. curriculum. vitae and ¢ carrer 


salary details to: Pauline Burdon, Engineering Emplo: 
Federation, Broadway House, Tothill Birset, | London 
9NQ. Telephone 0171 222 7777... x 5 


Closing date for applications: Friday 24th Aprit I 998. 
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n order to broaden our experts database for the implementation of 
rojects in the field of international development co-operation we 



















re seeking further qualified = THE vO OR 
ro and Sectoral Economists, as well as Experts i in Public Finance = SS ENGINEERING 


‘perience in diverse countries as well as fluency in different 
anguages are an asset. 


send your application to: 
19) O CONSULT Management GmbH 
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The University of the 
West Indies . 
Mona, Jamaica 












Phone: *49 - 40 - 850 20 78 
Fax: +49 - 40 - 850 23 26 
Economic-Polioy E cue de 


| iamburg, 






LUSO 
CONSULT 









Professor of Accounting = 
Department of Management Studies 
Faculty of Social Sciences — 


Applications are invited from suitably qual lified persons For the p 
of Professor of Accounting in the Department of Management Stud 
This department is the largest and fastest growifig 6 
University and offers programmes of study at the undergr diate and 
masters level in Accounting. | zi 

The successful candidate will be expect 
iria in the areas of fin ci 






DINSTITUTE FOR INTERNATIONAL DEVELOPMENT 


Environmental/Water/Energy Economist 
Central Asian Republics 


Harvard Institute for International Development seeks an economist with 
expertise in water and/or. energy resources to serve as a resident policy advisor in the 
Central. Asian Republics. The position begins May-June, 1998 and is located in 
Almaty, Kazakhstan. It is funded under a contract with the U.S. Agency for 
: International Development. 








The candidate assists national, regional, and local governments in formulating and provide academic | 
implementing policies, laws, and regulations that integrate economic development 

cami environmental protection, particularly in the areas of water and energy resource 
management. Manages activities under workplan, conducts policy analysis and 
“Supporting research, coordinates local working groups, organizes and leads | 
- workshops, and recruits consultants. Ensures recommendations are appropriate in the 
“national and international context. Coordinates activities with other organizations and 
ID projects. Frequent travel within Central Asia required. 


















alified candidates must have an advanced degree in economics, public policy, or 
d field, Ph.D with focus on environmental, water, or energy economics strongly 
ferred. 3+ years’ experience as an advisor on economic development or 
ironmental, water, or energy policy issues in transition or developing countries. 
perience in the former Soviet Union or Eastern Europe and proficiency in Russian 
hly desirable. | 


ferral Instructions: send cover letter and resume to HUD Recruitment Office - 
i 44 m Street, MAPA MA 02138 USA, fax (617) 496-8190. 





particulars are also available from the Associati f a aR i 
Universities (46557), 36 Gordon Square, London WCIH OPF (tel-- 


387 8572 Ext. 206; fax: 0171 383. 0368; email: appts@acu. ac. uk}. 
Cl tosing date: 30 April 1998 | 





A member af th the Association af Commonwealth Uni i 
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po INTERNATION AL GRAINS COUNCIL 


“The ioc is an intergovernmental organisation administering the Grains Trade 
i. : Convention and Food Aid Convention. The primary focus of its activities is on 
2 monitoring the world grains economy and the dissemination of information to its 
"members and subscribers. 


ASSISTANT ECONOMIST / STATISTICIAN | 


Within a small multinational team, to take an active role in further ee 


IGC's grain information system and to assist with the preparation of its regular 
reports. In addition to a good university degree in economics, statistics or a related 


|. discipline, you should have several years’ experience in a similar environment, 
“with proven data management and writing skills. An ability to respond to frequent 


tight. deadlines is essential. An interest in agriculture is required. Candidates 
. should have good analytical skills and a thorough knowledge of information 


| technology. There would be good prospects for advancement. In addition to — 


$- English the Council's official languages are French, Spanish and Russian. Please 
| address applications, accompanied by a curriculum vitae, to: 


Executive Director, International Grains Council, 
1 Canada Square, Canary Wharf, London E14 5AE 
Tel: 0171 513 1122 Fax: 0171 513 0630 


au ue d 


Call for expressions of interest fron. Mansigecsént € ‘Consultante 
The. Private Sector Development Programme in Egypt urgently 


| requires Management Consultants to undertake a wide range of 


assignments for private sector companies. The programme. is | 
funded. by the European- Union and provides for consultancy | 
services to virtually all private sector businesses in Egypt. All | 
work carried out under this programme is managed by a Project: 


| Management Unit which has its offices located in Cairo. 


Management Consultants wishing io work in Egypt, particularly 
those with previous experience of working in the country, are 


| requested to submit a request for Registration Documents from: 


the address below. Firms wishing to register must have offices | 
registered in a member state of the European Union or Egypt and] 
be capable of conducting PSDP business in English. | 


For the attention af: 


Business Upgrading Unit 
Private Sector Development: Programme . | 
Project Management Unit | | 
3a Mohamed Mazhar St. Zamalek, Cairo, Egypt | 
Tel: +20 2 341 1764 Fax: *202 341 1767 
E-mail: maanod omo- 





. Education Field Manager 


—. (Finance and Management) 


DFID has been working with officials in the Ministry of Education and Ghana Education Service to prepare a programme of 


 UK/Ghana co-operation, in support of the Ghanaian Government's objectives for basic education. These aim to provide free : F 
compulsory universal basic education (fCUBE) by 2010. It is proposed that this support will be in the order of £10 million A 


s per year over a 5-year period. 
v Your main remit will be to facilitate the implementation of UK/Ghana co-operation in the education sector with a specific 
= focus on resource and performance management issues. This will involve establishing and maintaining a good working 
e relationship with the Ghanaian Ministry of Education and Ghana Education Service. 


— "Inaddition you will take responsibility for the management and administration of the Education Field Office and ensure 
adequate reporting and monitoring, including broad budget out-turns are in line with. DFID/MOoE agreed monitoring 
requirements. You will work as part of a team alongside the existing Education Field Manager in Accra and Nut the Ghana. 
Programme Staff in London. TL 


QUALIFICATIONS 


The position demands a post-graduate qualification in a management science (Accou ntancy, Personnel, Orgsliiatiohsl 
Development or Business Administration). A knowledge of the processes of education service delivery and of resource: Sm 
performance management issues in the education sector is essential as is experience in strategic planning, resource allocation — 
. and/or financial management in the public sector. Excellent communication and facilitation skills coupled with the ability i9 c ul 
' work with and influence senior officials in government are pre-requisite. The capacity to n in consultative. activities 5 0 























2 with primary stakeholder is also important. West Africa/Sub Saharan Africa experience is desirable. 
| TERMS OF APPOINTMEN 

B You will be on contract to. the. British Government for 2 years in service to the Government of Ghana. Salary will m" 
Ed ^^ CLAS, 000 p.a. (UK taxable). Additional benefits will normally include variable tax-free, allowances, children’ s education 


Fee 

i 
SES A 
PUE Mute 


allowances, free accommodation and passages. 
Closing date for receipt of completed applications i is 30 April 1998. 


For further details and application form, please write to Appointments Officer, Ref No AH304/3B, ‘AH, 1 | ! 

. Abercrombie House, Eaglesham Road, East Kilbride, Glasgow G75 = stating Ref No agente! 3B/AH clearly o Ono 
your envelope, or telephone 01355 843279. OPERI. 
DFID is committed to a policy af squad opportunities and uia for this post are agit from b both m men n and s women. A e | 





Department For. 
i Internat ional 
Development 
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aes 
41 Holloway 





‘niversity of London S333: 


Statistical & Computing Officer 
Department of Economics 


£23,150 - £30,119 


Royal Holloway has over 5500 students with an excellent academic and 
research reputation. It is one of the major colleges of the University of 
London and is located on a large green belt campus in Surrey. 


As part of its continuing expansion, the Department of Economics 
seeks to hire a Statistical and Computing Officer. This post includes 
the management of departmental computer facilities, data 
management and econometric work, and assisting students and staff 
on the use of econometric techniques. Some teaching is involved. 
The post-holder will participate in a new and rapidly growing 
department that is internationally research active, and will be 
encouraged to develop his/her own research. An MSc in Economics 
or Statistics, or equivalent, is a prerequisite. Appointment will be 
made on the Grade II Research Scale and is likely to be for up to 
three years in the first instance. 


Further particulars and application forms may be obtained 
from the Personnel Office, Royal Holloway University of 
London, Egham, Surrey TW20 OEX; telephone 01784 443030; 
fax 01784 473527; e-mail s.brewell@rhbne.ac.uk quoting 
reference CNK/1454. Additional information is available on our 
website: www.rhbnc.ac.uk/economics 


Closing date: Friday 24 April 1998. 


We positively welcome applications from all sections of the 
community. 


WHU Koblenz 


Otto Beisheim Graduate School 
of Management 


The Finance Center of this institution, regarded as 
Germany's number one university level private business 
school (Manager Magazin 3/98), endeavors to fill a vacancy 
on its faculty at the 


Assistant, Associate or 
Full Professor 


level, focussing in research and teaching on 
Financial Intermediaries and Capital Markets 


Applications are requested from individuals with a doctorate 
from a recognized university plus appropriate publications. 
Competency to teach and publish in English is required; 
German language skills would be advantageous. 


Curriculum vitae including a list of publications should be 
sent to Rektorat WHU Koblenz, Burgplatz 2, D-56179 
Vallendar, Germany 


The representative of the Selection Committee, Prof. Dr. G. 
Dufey is available for further information at ++49-(0)261- 


6509-250, Email: gdufey @ whu-koblenz.de. 


For general information see: <http://www.whu-koblenz.de>. 





Future Business Managers 


BOTSWANA - GHANA - KENYA - ZIMBABWE 


Barclays Bank is seeking graduates and post graduates who are 
nationals of Botswana, Ghana, Kenya and Zimbabwe, to join its 
Business Leadership Programme. 


The programme is designed to develop business managers to 
undertake key roles in Barclays in the future. It includes an opportunity 
to train with graduates of many nationalities in London, and then to 
undertake two to three attachments within a 2.5 year period. You will 
be based in your country of origin although at least one attachment will 
be to another country in the Barclays Group. 


Barclays needs leaders - individuals with a clear sense of purpose and 
an influential personality. You will be an innovator with the ability to 
generate creative ideas and follow them through into practise. 


The capacity to deliver results is critical and you must be ready to 
challenge conventional thinking and develop ways to influence those 
around you. The ability to think strategically is also key, you must be 


Renwick International Limited 
2 Stratford Place 
London WIN 9AE 


UNITED KINGDOM AUSTRALIA CANADA js 


A 


HE ECONOMIST APRIL 4TH 1998 


RENWICK 


INTERNATIONAL 


able to focus on the short term without losing sight of long term issues. 
If you have what it takes to succeed Barclays Business Leadership 
Programme will help you realise your full potential and ensure a 
rewarding career. 


You will be in your 20's, have a first degree and preferably a post 
graduate qualification in a business related discipline such as 
accounting, law, economics or business administration. You have 
worked or studied outside your country of origin and ideally have 
some work experience, however brief, in the financial services 
industry or with an international company. 


An excellent compensation package will be provided with additional 
allowances and support when working in London or outside your 
country of origin. 


Barclays is an Equal Opportunities employer. 


Please forward in confidence full career and salary details to our 
retained consultant: Jim Ranger, Director, at: 


Email: renwick@dial.pipex.com 
Tel. +44 (0)171 629 4438 
Fax. +44 (0)171 629 4439 


HONG KONG SINGAPORE SOUTHERN AFRICA 
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The North American Development Bank is an international financial 
institution based in San Antonio, Texas, which finances water, wastewater and 
municipal solid waste projects in the U.S.-Mexico border region. The bank is 
seeking candidates for 


Project Development Officer and Credit Officer 


positions to develop, analyse and evaluate projects for financing. 


Development Researchers’ 
Network 


TO ADVERTISE 
WITHIN THE 
CLASSIFIED 

SECTION, CONTACT: 


DRN seeks high level consultants 
with experience in Eastern Europe 
in the following fields: 

Budget & Tax Reform; Banking & 
Financial Sector Policy; 
Education; Privatisation, Industrial 
& SME Policy; Transport; Public 
Administration & Institutional 
Reform; and Energy 


Qualifications include: 
5 years of experience in financial and/or credit analysis with a commercial, 
investment or development banking institution, or state or federal agency 
that finances projects. 
Project development experience, ideally involving infrastructure projects. 
Project and/or municipal bond finance experience is preferred. 
Bachelors degree if finance, accounting, economics, or public administration. 
Advanced degree is preferred. 
Fluent spoken and written English and Spanish is required. 
Experience working in the United States or Mexico is required, preferably in 
both countries. 
Extensive experience with spreadsheet software, preferably Excel. 
Excellent written and verbal communications and presentation skills. 


Amy Stewart 
London 
(44-171) 830 7000 


Send Resume to: 
DRNi@compuserve.com 
http://www. DRN-Network.com 


Suzanne Hopkins 
New York 
(1-212) 541 5730 


Candidates must be willing to relocate and travel extensively. The Bank offers 
a full range of benefits including medical, dental life and 401(A) retirement 
plan. Interested candidates should submit their resume to: 

Director of Administration North American Development Bank, 
203 S. St. Mary's Street, Suite 400, San Antonio, Texas 78205. Fax (210) 231-6232. 


Reference position 00198 for project development and 00298 for credit analysis. 





University of Newcastle upon Tyne 


DEPARTMENT OF MANAGEMENT STUDIES 
CHAIR OF MANAGEMENT 


As part of its strategy for expanding research and teaching in 
management the University has established a new Chair in the 
Department of Management Studies in the Faculty of Law, 
Environment, and Social Sciences, tenable from 1 October 1998. 
The successful candidate will be expected to assume a 
leadership role in the Department and also make a 
significant contribution to management education in the 
newly established, cross-faculty School of Management. 

The School of Management is responsible for the delivery of 
taught postgraduate programmes to MA and MBA level. 

The Department of Management Studies delivers 
undergraduate programmes in Business Management with a 
strong international dimension. 





Candidates are likely to have a distinguished background in 
research and teaching in management and in particular have 
experience of academic leadership of postgraduate level taught 
programmes including those leading to an MBA. Candidates 
with teaching and research interests in any of the core 
disciplines of management are encouraged to apply. 


Salary will be at an appropriate point in the Professorial 
salary scale. 


Candidates are encouraged to discuss their interest in the 
position and may contact the Acting Dean of the Faculty, 
Professor A C Stevenson, direct line 0191 222 7600 or 
e-mail Tony.Stevenson@ncl.ac.uk or Dr Roger Vaughan, 
Chief Executive of the School of Management, 

direct line 0191 222 8010 or 
e-mail Roger. Vaughan@ncl.ac.uk 


Further particulars may be obtained 
from Miss J M Kidd, Deputy Registrar, 
University of Newcastle, 6 Kensington 
Terrace, Newcastle upon Tyne, 

NE1 7RU, with whom applications, 
giving the names and addresses of 
three referees, should be lodged 

not later than 1 May 1998. 


Committed to Equal Opportunities 
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/ORLDWIDE 


POSITIONS FOR 


WORLD-CLASS 


PROFESSIONALS 


Never has the demand for experienced professionals by 
US companies doing business abroad been stronger. You 
can make a dynamic move into the exciting world of glob- 
al business expansion if your negotiation, sales or bust 
ness communications skills match our clients' needs. 


World-class organizations focused on major international 
markets, particularly the Pacific Rim, have entrusted us 
to find the qualified professionals they need to succeed. 
We are seeking individuals with diverse backgrounds 
ranging from business consulting, manufacturing, sales 
and marketing to high-tech fields like computer science, 
aerospace, engineering and telecommunications. 


What is most important are your interpersonal skills 
honed through successful client management, sales con 
tract negotiation, new business development and similar 
efforts involving strong personal contact. In addition, you 
must have the flexibility and stamina required to live and 
work in foreign countries. 


US citizens and legal residents only. Previous overseas 
residency or extensive foreign travel is a plus, as is 
proficiency in one or more foreign languages. All of our 
clients are major organizations that offer highly competi- 
tive compensation and benefits. Send your full resume 
and salary history for immediate consideration. Please 
be advised that due to the number of inquiries we 
receive, we are able to respond only to those that meet 
our clients' immediate requirements. Principals only. No 
phone calls, please. EOE 


Cooper, Ramos & Lee Consultancies, ATTN: EC/314, 
PO Box 19-0620, Miami Beach, FL 33119; e-mail: 


COOPER 
RAMOS & LEE 
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Pi Minimi "Bosnía. IREX ProMedia, a 
! 3e ~ a s long-térm R Resident nyeor ie a 


Britain's leading independent think-tank on ~ 
international development 
HEC: T a and humanitarian policy n 
OV DEPARTMENT OF COMPUTATION Poy. ee 
T : LECTURESHIP/ | l | We're looking. 5 for people to help us 5 grow! p : 
| SENIOR LECTURESHIP | Research Fellows : 


We need up to four Research Fellows to lead n wo 
| : Applications are invited for a Lecturer/Senior Lecturer with research and — | work on trade and investment, poverty, socia * policy 
Ü teaching t to fit into the activities of the Decision Technologies Group led by humanitarian issues, and natu ral r eSOUICes. 
_ Professor Singh, The group has special expertise in Pricing and Tactical | be of any relevant disc ipline and you may à or n 
: l Decision Support Technologies and candidates with expertise or interess | | be senior, but you must be outstandi ing in you 
dm these or cognate areas are especially welcome. | Candidates. should be | | committed to p ol ic y an d h ave a deme ö 


capacity to attract funding for your work 


A | ; Decision Technologies Group 


üg ily. muümerate and cover the interdisciplinary ` ‘areas between 
ent Sciences and Computing. The. appointees. will be required to : 
take a range of computer science teaching duties, including lecturing | 

ancl participation in laboratory classes. informal enquiries can be made to 


Professor Singh (Tek 0161 200 3347; http;//ewwco. umist.ac.uk). ] | indicating your preferred. post —— 
; Deadline for applications: 22 May 19 


en | Sheila Field, Overseas Development Institute, 
^For an application: form. and further “details l Portland House, Stag Place, London SWw1 E 5 3 x 


please write to: The Personnel Office, UMIST, “UMIST Fax: +44 (0)171 393 1699., E-mail: recruit@odi. oft Y 
PO Box 88, Manchester M60. 1QD, enclosing a AW 


self-addressed envelope. The closing date is _ i 
: 1 May 1998. Please Lada reference: COM/A/69. Charity No. 228248 


Write or fax for futher details and an applicatio i 


` Conimencing salary will be within the scale: 116,045-£27,985 per annum. 


(no CVs please) Website: www. oneworld. org/od 


in. equal opperaialty employer 





rey Fol time 
(C Open Access; Distance learning 
FC. ina wide range of specialisms - 
i. e ce UNS | TEM how easy itis tO becórie à: SORT RAY FS 
d LL YA. byresearch : | Professional Consultant. {CPC in. your. 
mY, — Please contact us Jor Open Days |own fie id. Write for free catalogue:- T 
i 7 SEMS, UNIVERSITY OF SURREY : Th C Itants I t te. | 
í 2 - nar Surre: GU2 SXH | : 
etails from GTAC Associates i / g € S onsuitants is itu e 


: REEPOST London WS ABR A = "d $] Dept EG, 30466 Prince * William Street, Princess Anne; | 
SN | | muck 00000 0 0 0m. [MD 21853 USA Fic CHOOSE ARES ie 


ENG €— 


GE TIME 


in BELGIUM — 


E MOTIV AT E DP PE OPL E ee eee: E TARGET LANGUAGE Fo 9 d J A N " — EN AN LING val Sr 

| t ADULTS fom 19 years — voee UT dude | esaa  B-4900 SPA (BELGIUM) | M 
* RETIRED PEOPLE OF 55 AND ABOVE. | il. ap to 45 private and/or group lessons | [e E AAN |o Tia 87- 79 11.22 

EI (Special conditions available ie) | and pedagogical activities | i nd a m. p Fax : + M23. 87-79 HH 88 

3 ES JUNIORS from 1I to 18 years l & | Since 1975 Edi: 


- FRENCH in BELGIUM Puttino i notice with ics | in ue ronny cios a 
- ENGLISH i ENGLAND. — "utüng into practice with our teachers: | | Te; 413) 584-0334 


mee Internets —: 
at breaks, meals and ¢ evening socio-cultural activities | Fax; 413) 384 304 46. Hwwiw.cen 











| United Nations 


y qua for Projects Services EE UNOPS & 4) 


INVITATION FO OR BIDS (ICB) - HAITI 
Medical equipment, supplies, office furniture and 
related services 









The Rank Group 







Holidays Division 


ta nt coastal 














. The Government of Haiti has received a credit from the International 
Development Association (IDA) in various currencies towards the financing of 
Procurement of goods and services. It is intended that part of the proceeds of this 

credit will be applied to eligible payments under the contract for Management 
Service Agreement (MSA) HAI/97/RO! concluded between the Government of 
Haiti and the United Nations Development Programme ( UNDP). 

2. The United Nations Office for Project Services (UNOPS) as Executing Agency 
now invites sealed bids from eligible bidders for the. supply of medical equipment, 
supplies, office furniture and related services divided in 5 lots which will be 
distributed to: 5 Health Centers with beds, 11 Health Centers without beds, 20 
Clinics, 1 central laboratory, and 1, sanatorium located in the Southeast and West 
provinces and the capital city of Port-au-Prince in Haiti. Bidders may choose to 
present offers for one, several, or all 5 lots. 

| 3. The provisions in the Instructions to Bidders and in the General Conditions of 
Contract are the provisions of the World Bank Standard Bidding Documents. 
Procurement of Goods and in accordance with UNOPS Financial Rules and 
UNDF Financial Regulations. 

4. A complete set of biding documents may be purchased by interested bidders on 
the submission of a written application to the below address and upon payment of 
a nonrefundable fee of US$100. 

5. Bids must be delivered to the below office on or before, 12 pm (local time) on 
29 May 1998, and must be accompanied by a security of 3% of the total amount 

d of the bid. 

| 6. Bid envelopes will be opened in the presence of bidders’ representatives who. 

i choose to attend at 3:00pm (local time) on 29 May 1998 at the address below. 
| 7. Interested eligible bidders may obtain further information from and consult the 
bidding documents at the UNOPS office. 


UNITED NATIONS OFFICE FOR PROJECT SERVICES 
(UNOPS) 
Chief Division for Latin America and the Caribbean 
220 East 42nd Street, 15th Floor, New York, NY.10017 
Tel: (212) 906-6855, Fax: (212) 906-6905 













All with a well capitalised range 
of core leisure facilities 































Hampshire coast - 259 chalets 
isle of Wight - 330 chalets. : 
South Cornwall - 253 chalets & 35 hire fleet caravans | 
East Devon - 337 chalets and 131 h re fleet caravans | 






























"Available = as a à group or r individually. op 



















For full details and brochure iesus contact: | 


Queensgate House, 48 Queen Street, Exeter EX4 3SR 
Tel: 01392 490497 Fax: 01392 410436 (Ref: 24 




















12 Bolton. Street ° ‘London w1Y 7PA ic 
Tel: 0171 629 6700 Fax: 0171 409 0475 (Ref: JCM/ DTDM 
e-mail: humbertsleisure@virgin.net 


HOTELS ¢ GOLF ù% LEISURE 


SECURITY AND DEFENSE PLANNING — 
FOR A DYNAMIC WORLD SWITZERLAND] ———— — SERM 

| ub Sale to foreigners authorized pu CNN A. 

The RAND Graduate School NÉ Lake Geneva| | Publish Your Book zl 

July 13-24, 1998 | | E ee ee ge 

Santa Monica, California & Morann t L7 -year tradition of quality. Subsidy | 
MONTREUX, VILLARS, LES DIABLERETS, teva, | | Pook publisher offers publishing — 
GSTAAD Valey. CRANS-MONTANA, VERBIER, etc. $ | services for books of all types: For | 
From SFR 200000. -Credit facilities J| | free Author's Guide write Dorrance- | 
f stvac $4.52 nedeMortrlint — OF 1202 GENEVA | ECON, 643 Smithfield, Pug C 











































. «&odays security. environment is characterized by change and uncer- 
‘|. tainty in missions, technology, budgets, and politics. In this unique two- 
- week program for senior officials, military officers, and researchers, the 
world’s leading independent “think tank" offers. 


+- Authoritative overviews. of emerging issues, including. shaping. the 

- environment, regional issues, ethnic conflict,  peacekeeping and » 
peacemaking, and the links among political, economic, and military 
instruments. of security | 


.*- The latest ones for d id -driven defense and ny pa E 
ning | 


* Informed insights into the demands and TT for change 

brought about by the "revolution in military affairs" = 

* The tools for identifying and ovnlating best practices generated by 1 M 

| the "revolution in business affairs" 14 | 

Access to networks of information. ud expertise, including presen- 

"tations by senior RAND researchers Paul Davis, Robert Hunter, 

. Zalmay Khalilzad, Charles Wolf, former Undersecretary of State 
|». Lynn Davis, and former Undersecretary of Defense John White. 


! For x connate information see www.rand, org/RGS/SecuritySeminar, or contact: 





e Corporations nd LLCS 

e Free name reservation — i 

« Personal assets shielded — 

o Confidential and cost effective — 
. Ful ede ipit services i 


The RAND Graduate School 
1706 Main Street 

Santa. Mantes: CA 90407-2138, USA. - 
Tel - (310) 39: 0411, Extensi on: i6419 
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BUSINESS & PERSONAL 





NOBODY 


S.VES YOU MORE 


ON cio tmd CALLS! 





RATES TO THE US: 


Q2 HT ERES 
France......30c€ 
Germany ....24€ 


Most new customers are 
referred by satisfied 
NewWorld users 


Now earn 20% by 
referring a friend 


|Italy........38€ 

Netherlands. . 31€ 

Switzerland . . 29€ 

Brazil. . 2... 69€! Numerous Special Services Included 
- No Extra Charge - 


Call: 201.287.8400 Fax: 201.287.8434 
In the U.K. Call: 44.171.360.5037 Fax: 44.171.360.5036 
economist@newworldtele.com http://www.newworldtele.com 
Business to Business agents welcome LD | 


201-287-8400 


TELECOMMUMICATIONS 


1402 TEANECK ROAD + SUITE 114 + TEANECK, NEW JERSEY + 07666 + USA 


KANN 
GADS 
PHW 


= 


United Nations Industrial 
Development Organization 


SOUTHERN AFRICA 
REGIONAL INVESTORS’ FORUM 


(Botswana, Lesotho, Mozambique, 
Swaziland and Zimbabwe) 


16-19 June 1998, Maputo - Mozambique 
Hotel Rovuma Carlton 


* supportive investment climates 
* gateway to SADC and COMESA markets 


* untapped natural resources 


A unique opportunity to discuss more than 80 business opportunities 
pre-screened by UNIDO in horticultural and agro-based industries, 
manufacturing, tourism and mining with local investors and to meet 
senior government officials responsible for investment promotion. 


For turther information and list of opportunities please contact: 


UNIDO 
Regional Coordinator 
Investment & Technology Programme for Africa 
PO Box 300 
A-1400 Vienna, Austria 
Tel: +431 211 31 3896 or 4866 
Fax: +431 211 31 6806 or 6808 
E-mail: africainvest@unido.org 
Internet: / /www.unido.org /investopps 
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22 >») 
Litigation Bag. 


22x 14 x8" 
Walnut or black leather $1050. 





Here's an enormous brief- Our Traveler’s Briefcases 
case that can doubleas your double as your laptop bag. 
suitcase. It can carry letter- Your laptop's protected by 
size manila file-folders and our padded, Flexible Un- 
letter-size binders stacked wreckable™ frame. 
vertically, side-by-side. It’s 


spe Twelve of us work together 
a ‘legal’ carry-on. 


to design and make Glaser 
You can pack your suitand Travel Goods in our San 
shirts wrinkle-free in your Francisco studio. We sell 


22" Litigation 1 Bag with direct to you. Please call 
Glaser Insider™ dividers. for our free catalog. 


28 GLASER DESIGNS 


TRAVEL Goops MAKERS 

32 OTIS ST. SAN FRANCISCO, CA 94103 
PHONE 415-552-3188 FAX 415-431-3999 
TOLL FREE 800-234-1075 ECON@GLASERDESIGNS.COM 
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* AT&T Fiber Optic Network 
ür Customer Sonce; 
‘ond Billing 
orm. Hotels and Mobile £ Phan 


Pry 


oT Op Fees 


* Agents Wanted Call 1-206-378-2816 « 
Tel: 1.206.599.1992 * Fax: 1.206.599.1982 





417 Second Avenue West * Seattle, WA 98119 USA 
www.kallback.com * Email: info € kallback.com 
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BUSINESS & PERSONAL 


APARTMENTS IN 
LONDON & EUROPE 


EURACOM 


COMING TO LONDON? 
Then why not stay at Endsleigh Court 
where you can be sure of a friendly and 
courteous welcome. 

Our large block is centrally situated, 
offers self contained studio 
apartments with well equipped kitchen 
and bathroom 


TEL 44 171 436 3201 
| FAX 44 171 436 3203 


www.euracom.co.uk 


October 1997 - March 1998 From *£321 Per Week 
April 1998 - September 1998 From *£390 Per Week 


A limited number of ONE and TWO 





2nd PASSPORTS 


BEDROOM apartments are available 
For further details contact:- 


ENDSLEIGH COURT 
24 UPPER WOBURN PLACE 
LONDON, WCIH 0HA 
Telephone: 0171 878 0050 
Fax: 0171 380 0280 
All major credit cards accepted 
*THIS PRICE INCLUDES A 
SEPARATE CHARGE FOR 
PROVISION OF FURNISHINGS 


OFFSHORE COMPANIES 


For confidential, professional service, 

contact: 

Maritime International Ltd. 

P.O. Box WC166, Bay View Place, 

Crosbies 

St. John's, Antigua, West Indies 
Tel *1 (268) 461-2024 
Fax *1 (268) 462-2718 

Email: maritime@candw.ag 


Offshore Wealth Building 


Secrets Revealed — 


Learn valuable secrets multinational corporations and the super rich 
have used for years to make giant tax-free profits from international 
trade and investments. Plus, strategies to protect your assets from cur- 
rency devaluation, unstable governments, angry spouses, frivolous law- 
suits and other vultures who prey upon the wealthy. Get a free copy of 
the International Wealth Report, the only weekly offshore trade and 
investment newsletter delivered to your desk via fax and email. Call our 
24-hour fax on demand number at «1 (246) 228-0649 and request doc- 
ument #2 or visit our web site at http://www.intwealth.com. Offices: 
Atlantis Building, Bridgetown, Barbados, West Indies. 
































CANADIAN (FUSED) HOMES INC. 
INTRODUCES 


EXCEPTIONALLY AFFORDABLE HOMES 


Canadian (Fused) Homes Inc. has developed a unique housing system 
combining the latest technology with highly efficient building techniques to 
create some of the most innovative homes for world-wide export. 


To find out more about our distinctive homes call: 


Telephone: (905) 761-7364 Facsimile: (905) 761-0967 
Email: mnavarro@gbc.gbrownc.on.ca 


or write to us at: 


CANADIAN (FUSED) HOMES INC. 
160 Cidermill Avenue, Unit 1, Concord, Ontario L4K 4K5, Canada 





Beckman Millman & Sanders, LLP 
Steven A. Sanders, Esq. 
Specializing in Corporate, International 
and litigation in both the US and Eastern Europe 
New York, NY USA Office 
212-406-4700 (FAX) 212-406-3750 
E-mail: BMSLLP@aol.com 


Budapest, Hungary Office 
Dr. Kinga Hazai 361-266-5987 
(FAX) 361-118-1581 
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IMMIGRATE TO CANADA 
"We Can Help" 

25 Years Experience in Immigration Matters 
The law firm of Somjen & Peterson 
http:/^www.somjen.com 
Email somjena somjen.com 
Suite &10, 1240 Bay Street, 
Toronto, Ontario, Canada, MSR 2A7 
Tel: (416)922 8083 Fax: (416)922 4234 
"We Can Help 


AUTHORS WANTED 


Leading subsidy book publisher seeks 
manuscripts of all types: fiction, non- 
fiction, poetry, scholarly. juvenile and 
religious works, etc. New authors 
weicomed. Send for íree 32-page 
illustrated booklet S-92, Vantage Press, 
516 W 34 St, New York, NY 10001, USA. 


OFFSHORE COMPANY 
Isle of Man - Red 
www.ibs-offshore.com 


NEWS 
Alert! 













LUCRATIVE HOME BASED BUSINESS 
6/7 figure income not MLM. Serious 
people call 0181 236 4984 and listen. 











FREE CASH GRANTS! College. 
Scholarships. Business. Medical bills. 
Never Repay. Toll Free 1-800-218- 
9000 Ext. G-4265 US Only. 













GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext H-4265 for 
current listings. 

















IMMIGRATION TO CANADA. 
Canadian Immigration Lawyer will 
prepare Visa application and conduct 
job search for prospective immigrants 
Very reasonable fees. Leonard 
Simcoe, Ref, E, 1255 Laird Blvd., 
#208, Mt, Royal, Quebec, Canada 
H3P 2TI. Fax (514) 739 0795. 

Email: 76143.2031@compuserve.com 





2ND PASSPORTS / Driver's Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax +3120-5241407; E-Mail: 
100413.3245@compuserve.com; 
http://www.global-money.com 








Virtual Gaming in Antigua 


IMMIGRATION TO CANADA 


CHAIT AMYOT 
Barristers & Solicitors (Founded 1928) 
Reputable Canadian law firm provides assessment of your 
chances of success FEES BASED ON RESULT 
Fees are payable only if an Immigrant Visa is actually 
issued and not otherwise For an ASSESSMENT, 

forwatd your resume to 
CHAIT AMYOT Immigration Division, 
I! Place Ville-Marie, Suite 1900, Montreal, Canada, 
H3B 2C3. Tek (514) 879-1353, Fax: 879-1460, 
E-Marl-deomcwichait-amyot.ca 










Antigua has legislation to grant licences to 
suitably qualified companies for international 
sports betting, lotteries and online casinos 






For intormation on obtaming a licence contact 


Forbes Ltd, 
P.O. Box W281 
St. Johns 
Antigua 


www.forbesantigua.com 


Tel: 1 248 462 6355 
Fax: 1 248 462 6154 








So You Want to Buy A Ranch? 


Hard-to-get-to Wyoming/Montana with 40° below zero’ 100° above? 
-Of- 
One-hour via Interstate 8 from San Diego's warm, sandy beaches is America’s 
*high country’ ranch secret. 

100% perfect four-season climate nestled in a million acres of national forest solitude, seclusion, 
and serenity. 4,600-acre working ranch. 5,000 sq. ft. hacienda’ guest homes/ barns/ pool/ lakes. 
fishing ponds/ springs’ airstrip/ oak-studded green valleys with inspiring mountain 
views toward Mexico. 

Awesome investment potential, Ideal for 27-hole golf course’ 1100 homes/ hunt club/ bottled 
spring water-or just hide out and enjoy! 

Never offered before. $10,500,000 (firm) 

AG&Cie (619) 792-1726 (phone/fax) 


Save 30-70% on International Calls 


“Justice rated #1 in Callback service.” Bohs 








1997 Inturreticnai Telecuamunications Association, 





a | 
* Business, residential, and Korea 60 
cellular savings. Taiwan o 48 
è Earn Free air travel with em — e 
WorldMiles program. Intra-Éuropean 
* Use the service to save, Leg Rates: ; 
or sell it as a Justice agent. Belgium 48 3 
Germany 14 
E di. dii Netherlands — 15. 
Justice... tory 0m 
E f ti 
It's just what you're looking for. Switzerland 45 
Mention this ad for a sign-up bonus. Agent inquiries welcome. ME os 407 


1-310-526-2200 


1-310-526-2100 fax 


www.justicecorp.com 
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: UBLISH Y YOUR WORK | 
ALL SUBJECTS CONSIDERED: 
Fiction, non fiction, Biography, Reli ligious, 
Mr “Poetry, Childrens, | 
AUTHORS WORLD-WIDE INVITED. 
WR ITE OR SEND YOUR MANUSCRIPT TO:- 


| .MINERVA PRESS 
20LD LL RD. LONDON SW7 3DQ. 


















START YOUR OWN "" 
i  IMPORTEXPORI AGENCY 
No capital or exp. req. No risk. Work 
from home. Part/Full time. Help Desk. 
! Established 1948. Clients in 120 countries. 
. Free Booklet. 


WADE WORLD TRADE 
“Dept 2c24 50 Burnhill Road 
ai onam Kent BR3 3LA 
L0) 181.650 0180 (24áhrs) 
A hd +4410) 181 663 3212 
copo www wadetrade com 






| 
E 
Eg 
Ez 
E: 
E 


, For FREE CONSULTATION 
and our Br ochure contact: 





BUSINESS SOLUTIONS, INC. 
Phone.: USA+(619) 578-7541 
g FAX: USA+(619) 578-0238 
Hm beni gbs@millennianet.com 





INTERNATIONAL 
PHONE CALLS 


"For the 
lowest Prices 
in the 

World contact 


INTERNATIONAL 
del: + 44.181. 490 3014 
Fax: 44.181. 490 5075 


Email: sales&ppsltd.com 
www.ppskltd.com 






FEES OE Ca rm 


ber 


le46 4040404042 4646 4045 EI 


100 ways to Legally Obtain a 
SECOND 
PASSPORT 
FREE REPORT | 
Reveals The Insider Secrets of f 
Visa Free Travel 
Alternate Citizenship 
Tax Free Living 
For your FREE 16 page Report contact: 
Scope International Ltd, Bax No 6975 


Forestside House, Rowlands Castle, 
Hants, PO» SEE, England, UK. 


Tel: +44 1705 631751 
Fax: +44 1705 631322 


E-Maill:scopemail@compuserve.com f. 
internet: htio: TONON. britnet. co.uk/scope/ f | 
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Servizai Mu. offering Best Value for Money. 
Unbeatable beston in South Kensington. 

à person apartment from £70 per night 

4 person apartment from 











ASHBURN GARDEN APARTMENTS 
3 Ashburn Gardens, London SW7 4DG. UK. 
Tek ++ 44 171 370 2663 
fax + ++ 44 171 370 6753 


formation and administration 
of companies 
opening of bank accounts 
tel/fax/mail forwarding services | 
LAVECO LEED. 
| 1092 Budapest, Ráday u. 33/4, Hungary 
Tel.: 3611 217-96-81. 216-54-13 
Fax: (3611 217-44-14 
E-mail laveco (mail. matav.hu 


Ask for our FREE information | 4 


brochure! 
Languages spoken: English, 
French. Russian, Bulgarian 


Tax Planning 


We incorporate and provide management 


services in all leading jurisdictions. 


significant asset protection. 


For further information, please contact 


INTERNATIONAL COMPANY 
SERVICES LIMITED 


|ISLE OF MAN - DIANE DENTITH - FCIS] 


TEL: + 44 1624 801801 
FAX: + 44 1624 801800 
E-Mail: iom@icsl.com 
GIBRALTAR ~ STEVE ROWLEY 
TEL: + 350 76173 


FAX: + 350 70158 
E-Mail: gib@icsl.com 
HONG KONG - SIMON HANLEY 
TEL: + 852 2542 1177 
FAX: + 852 2545 0550 
E-Mail: hk@icsl.com 


| SOUTH AFRICA - ANIKA SAVONA 


TEL: + 27 21 418 4237 
FAX: -- 27 21 418 2196 
E-Mail: icssa@iafrica.com 
UK - MS PEYMAN ZIA 
TEL: + 44 171 493 4244 
FAX: + 44 171 491 0605 
E-Mail: uk@icsl.com 
USA - JERRY BAKERJIAN - BBA 
TEL: + 1 954 943 1498 
FAX: + 1954 943 1499 

E-Mail: usa@icsl. com 


http: /jwww.iCSL.com 















M professionals including lawyers, 


Offshore structures can cut taxes and offer | 










E 55i 
No. 1 OFFSHORE Ẹ 
COMPANY AND E 
TAX PLANNING 


np SCF is one of the world's largest tax 


Since 1975 our worldwide staff of M goU 15 One or. m 
aver 275 multi-disciplined planning esha Fully owned and o — 
operated by lawyers and accountant M ^ — 

All our consultants are professionally 
trained and will ensure your affairs will] 

Boe dealt with in an anosphere 0 ‘off 

i utmost privacy and confidentiality —— | 


| WORLDWIDE orrices CANT 
a proving: gy l 

1 l. BANK INTRODUCTIONS. d 

: |. FULL NOMINEE FACILITIES — 
































chartered accountants, chartered 
secretaries, and bone have 
provided confidential and cost 
effective company formation in an 
the major low tax areas 













@ BAHAMAS 
@ BELIZE $500 


@ BV ISLANDS E Lr. TE. s 
@ DELAWARELLC suos DB LOWEST 1r, 


© GIBRALTAR £250 E | 
© HUNGARY $1995 | : F 
@ IRELAND £225 : 
@ ISLE OF MAN £250 nay d a 
@ JERSEY £495 B : CONDON. 0 "TIL 
EU, 18900 90-100 SYDNEY ST, 
irei I CHELSEA, LONDON, - 
@® SEYCHELLES $350 fF SW3 6NJ 


— TEL: + 171-352 2274 4 " 
one "Avallable on Request FAX: + 171-8739688 f - 




















LUXEMBOURG - EVELINE KARLS B . E-mail: offshorecos 
Tek +352 224 286 Fax: «352 224 287 | 


FINLAND - JENNY KOMPULAINEN B. | FREEPHONE: 0800 262 B56 
WWW. scigroup. com 

E DUBLINOFFICE Fo 
527- 2g LWR eee ST, a TM PN 


Tel: 43589 6068 2589 Fax: «358 9 6959 2565 
HUNGARY - LASZLO KISS BSc (Econ) E 
Tei: 436 1.351 9950 Fax: 436 13581205058 S EO 
| CYPRUS 
B CHRISTODOULOS VASSILIADES Atorses-at-tow 
B 7003522423211 FAX 357 2 463463 
i SINGAPORE - DIANA BEAN 
BÉ Yo +65 505.9382 Fax 4655353991 EN 
HONG KONG Ba 
RAYMOND CHO! MBA MLA (Dip) | 


Tei: 4852 25220172 Fax: 4852 25211190 W —- SHIRE ES 
| ‘SHANGHAI - BART DEKKER uM - Atens, Budapest Lisbon Monza Moscow, | 
248 421 Nicosia & Sofia 


B Tot +86 21 6288 4955 Fax 86216248 423: B. EO 
|. USA WEST COAST- AICS itd E- 
KEVIN MIRECKI Attorrey-atisw Wo 27 a free colour brochure "m 
Te «1714 854 3344 Fax «17148540007 T. how you Can Save laxes please 
For Immediate Service & our Free 110 MiB complete this coupon below: 
Page Colour Brochure Contact: | DX 
ISLE OF MAN-CWFORSTER B 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD. | 
| PO Box 55, Ramsey, 
| Isle of Man, Great Britain, IM99 4EE. 
E-mail economistéocra.com | 
TEL: «44 1624 815544 
| FAX: +44 1624 817080 
LONDON - RICHARD COOK, asc 
Te: +44 171 355 1096 Fax: «44 171 $03 4973 
1509092 CERTIFICATED 
























H. s 


FAX + 353-1062 1554 | 
; Email | siste Quar iol.ie 



































ye infarmation on 


WWW.otcra.com 








| 1.9% in February. Swiss consumer prices were unchanged in the year to March. Belgium's 
| -consumer-price inflation rose in March, to 1.0%; its producer-price inflation fell in January, 
| to 0.8%. Canadian workers received pay rises of 1.8% in the year to January, a real rise of 0.7%. 


mistsurveys a group of forecasters and cal- 
culates the average of their predictions of 


brackets. Our panel is gloomier this 
. month. It has lowered its1998 growth fore- 


% change at annual rate 











5s 4 The Economist poli Industrial Retail sales Unemployment 
GDP GDP forecasts production (volume) | %rate — 
" 3 mths? E yeer 1998 — 1999 3 mthst 3 year 1 year latest year ago 
|^ Australia +18 436Q +32 431 +32 +2704  *4004 81 feb 88 
| Austria a+ 13 1996 « 26 + 26 -15 +88ag - 30 Nw 73 fe 70 
Belgium +20 42909 +27 +28 m + 7.1 Det —-43 Nw — 129 fe — 134 
Britain "ETE... 25 +2 9 Q4 - +23 + d 9 EEr ET. Å jan uut 5 Feb 4 9 fe 62 — 
Canada + 30 +4204 +33 +28 +27 +56 de + 3.7 Nw 86 feb 97 - 
Denmark +45 +44 QB +29 427 +11 +77 De + 25 De 71 feb 8.3. 
France +31 43204 428 427 +49 + 65 Jan +48 an 12.1 feb — 12.5 
Germany + i| +2404 426 +27 +82 +69 tan - 27 m 115 Rb 113 | 
[mh 1 ——97 ba gs £23 1629. £38 (23m — rült« MIO] 0 
Ei Japan oe See ee ni. 1.0 a = 57 - 34 Feb ^" 20 jn — 36 Feb | 3.3 
Netherlands +41 4 36 Qj +33 +32 +93 +45 De +35 0d 49 Fet 6.1 
Spain 437 43604 +35 435 +10 +43 an — na 203 Q* 219 
|| Sweden *92 433904 429 +29 +90 39 +73 m 67 Fet 88 
5 Switzerland + -19 + 20.04 EAE I e a na +68 Qr £31 jan 49 Feb — 57 
| United States + 37 +3704 +28 +23 +46 +49 feb — *32 h ^ 46 Hb 53 


*Not seasonally adjusted, Average of latest 3 months compared with average of previous 3 months, at annual rate. * *Dec-Feb. TTLO rate 6.6% Sep-Nov. 
SNew series. 











PRICES AND WAGES Japan s 1zmonth rate of consumer-price inflation edged back up to 




















.i % change at annual rate , The Economist poll 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings 
= Amts! tyear 1998 1999  3mthst tyear — 3mths! — year 
Australia. ME +10 -02% +44 +22 +26 + 18 Q4 +64 + 39 Qa 
Austria + 17. * 10 Rb +16 +18 - +19 +03 fb na na 
| Belgium +08 +10 Ma +16 419 -37 +08 an nl + 3.2 94 
| Britain +12 434 fb 431 +27 +13 +08 Fo +72 + 45 jan 
Canada — £22 10: — $15 «19  — OR *0556 +89 18 an 
Denmark — +02 21 e +23 +25 ^ 3-33 + 09 Hb m #40 Aw 
;. Frane —— +01 +07 Rb +12 17 +01 + 0.9 Dec +22 + 2.9 Qa 
Germany £09 +11 fb +16 +21 dA + 12 Feb na + 0.8 Jam 
italy +23 +18 fd č +20 423 +13 + 1.3 Jan +17 + 24 Feb 
Japan 1-26 +19 feo +05 «03 -0.1 - 1.0 feb na ~ 0.5 Jan’? 
Netherlands —— - 04 «22 Fb +21 +24 - 22 +12 Rb +20 + 33 De 
Spain. (419 *18Fb +21 +26 -03 +06 wn +36 + 3.1 03 
Sweden _ na + 12 Hb +16 +19 -03 416 fe +73 + 3.7 Dect 
Switzerland +03 nl Me +06 +12  -27 ~03 feb na fa 
United States +09 + 14 rb +18 424 - 30 -16 fed +40 +41 feb 


| *Not *Not seasonally adjusted. t average of latest 3 months compared with average of previous 3 months, at annual rate. **New series. §New weights. 





= FORECASTS | Every month The Econo- 


economic growth, inflation and current- 
account balances for 15 countries. The 
chart also shows the highest and lowest 
forecasts for growth. The previous month’s 
forecasts, where different, are shown in 


casts for five countries, while raising them | 
for only two: Austria and France. Japan's | 
GDP, for example, is no longer expected to 
grow at all this year. Britain's inflation 
forecast is by far the highest of the group, 
with consumer prices expected to rise by 
3.1% in 1998. The other 14 countries’ infla- | 
tion forecasts range from 0.5% in Japan t to Ex 
2.396 in Denmark. 2 s 


OUTPUT, DE MAND AND JOBS s Japanese industrial prediction siümpéd by3. 3i in Febru- | 
ary, fora fall of 3.1% from a year before. Belgium's growth in industrial production quickened 
| to 7.1% in the year to December. France's jobless rate remained unchanged in February, at 
| 12.1%; in the same month, unemployment in Japan edged up to 3.6%. 
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10,000 tonnes of refined tin off the mar- | 


| 43,000 tonnes by the end of the year. And... 
ifpricesgo above $6,000 a tonne, China is | 
















“COM MODI ry Y PRICE ^ DEX 1 
| "fin stocks on the Londo 
Metal Exchange have almost halved since 
early January to 7,310 tonnes, the lowest. 
for nine years. Prices have risen by 10% to 
$5,600 a tonne this year and buyers are 
having to pay a premium for metal for im- . 
mediate delivery. Prices could rise further 
in the short term. American demand is 
still strong, and the Escoy smelter in Ma- 
laysia has closed, which could take up to 








ket. But Peru, the second-biggest producer, 
aims to expand treatment capacity at its 
San Rafael mine by half to an annual 


likely to export x more tin. 


1990100 





% change on ^: 
one one 
month year 





Dollarindex 
Albitems . 
industrials. oe QNM 
All 

Nat o 
Metals —— 
Sterling index 
All items - 1062 1064 - 09 -180 
Food | 1254 1253 - 19 -165 
industriats | 





Al 896 900 +05 -198 | 
Na! ——— 1048 1050 19 -225 | 
~ Metals 804 809 - 06 -176 | 
SDR index | 
Allitems — 1008 1011 + 12 -138 | 
Food 1189. 191 +01 -12! | 
industrials n. | | 
Ail 850. — 












$ per oz : 301 d 
Crude oil North Sea Brent 
$ per barrel 44.57 — 1443 — 


—————— M  — aannam RATATAT ATT 


* Provisional. | Non-food agriculturali. 
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FINANCIAL INDICATORS 


STOCKMARKETS Tokyo lost 2.5% in the week ending April ist. Wall Street ended the week | B TAXES According to Price Water- 
down too, after losing ground for four consecutive days. But nine markets reached record house, an accountancy firm, a married 
































highs. In London the Frse 100 index closed above 6,000 for the first time. man with two children pays a smaller part 
Share price indices % change on of his earnings in income taxes in America 
1998 pem éd cid Dec 31st 1997 than in any of the other four big econo- 
Aprist high low week year high in local ins | mies in our chart. This is so whether he is 
Australia 2,7529 27920 25424 10 E TE Uu Se "E paid $30,000 a year, $60,000 or $150,009, 
^ Š è à > . - * = , * e * - ^ 
Austria 15043 15098 12457 + 10 ‘278 . —134 e 162 MEUS Cute face the highest average income- 
Belgium 30058 30416 24050 = $2 +427 = 12 $243 -207 | tax rates. A worker on $30,000 would pay 
Britain 60176 60176 5,0688 + 08 + 42.0 m" + 172 +193 | 26% 1n taxes in Germany, but only 17% in 
Canada 7,5279 17,6225 62400 - 07 +287 -12 + 124 +135 | the United States. Britain has the lowest 
Denmark 769.8 769.8 6671 + 08 *454 ^  « 139 +106 | marginal tax rates for “high-earners”, but 
France 12209 1224900  — TEAM — "(46 445A (o 28.0 +243 ^ because this starts to bite at a relatively low 
5,154.2 5,154.2 4,087 3 €T +56.1 KIE. + 213 £179 income, the average tax rate is higher than 
Italy 1,564.7 1,564.7 10532 + 32 +145 — ni e 486 — «1 | aen 
Japan 162417 17,2643 146644 - 25 - 10.0 -583 + 64 +39) | eer 
Netherlands 1,142.7 11427 892.0 + 01 9613. — Ne w 351 +217 
898 7 898.7 632.6 + 09 $997) — nm. 441 «380 
Sweden 3,576.0 3,5993 28531! - 06 +356 -06 + 192 «180 
Switzerland 76155 7,615.5 60621 * 19 +697 nl + 215 +159 
United States 8,868.3 8,9064 7,5804 - 01 + 36.1 - 04 + 121 * 12.3 
World* 10676! 10733 896.5 - 05 *319 — - 05 + 140 +140 


*Morgan Stanley Capital International index includes above markets and seven others, in dollar terms. "Provisional 


MONEY AND INTEREST RATES American Treasury-bond prices rose—so yields fell—after 
the Federal Reserve once again left the Fed Funds rate unchanged. Switzerland's broad 
money-supply growth slowed to 1.6% in January, the lowest since April 1995. 

















Money supply* Interest rates % p.a. (Apr 1st 1998) 1 
% rise on year ago over-  3-mth money market banks bond yields Eurocurrency - ! 
narrow broad night latest year ago prime gov't? corporate 3mths bonds l 
Australia +12.1 +64 feb 503 494 6.10 875 568 6.27 500 543 
Austria +47 +11 jan 338 3.60 340 650 500 na na 550 
Belgium +49 454 de 359 367 334 725 501 519 369 461 | 
Britain +72 «98 fe 622 756 638 825 591 647 750 6.21 E 
Canada +136 +46 te 462 456 323 650 533 6199 497 512 
Denmark na 433 365 388 3.74 625 507 708 380 4.72 
France +79 +31 m 338 — 355 3.30 655 492 502 359 461 
Germany +53 «34 fe 3.41 3.59 3.25 495 487 484 359 452 $120,000 > 
Italy +84 491 575 487 7 38 825 519 554 528 481 Germany 
Japan +108 «48 feb 050 056 0.44 163 186 157 0.58 — 115 France 
Netherlands +75 +72 0« 338 3.44 3.10 525 491 527 344 454 | Japen 
+119 431 feb 460 — 440 5.78 725 503 53) 442 46 
Sweden na 430 feb 425 451 412 514 526 $37 463 505 | sine 
Switzerland — «85 +16 in 138 156 188 3138 294 310 159 211 í 
United States -0.3 +93 fæ? 594 547 5.71 850 56) 6808 563 5.65 


f Ten-year bond rates (old series: Britain 15-year 5.87%, United States 30-year 5.9096). £New series. §March 31st. 


"Narrow: M1 except Britain MO, broad M2 or M3 except Britain M4. Sources. Banco Ambrosiano Veneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn. 
Chase Manhattan, CA IB investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse first Boston, Den Danske, Deutsche, Generale, J.P. Morgan, 
Paribas, Royal Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, DatastrearmAC V Rates cannot be construed as banks’ offers 
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TRADE, EXCHANGE RATES AND RESERVES The yen fell 3.2% against the dollar in the week to April 1st. The pound touched DM3.11 on | 
March 31st, a nine-year high, and rose 1.1% in trade-weighted terms over the week. In the 12 months to January, France's visible-trade surplus 



































grew to $31.2 billion, almost twice as much as in the previous year. 
Trade balance*, $bn Current account, $bn — Exchange rate Currency units per $ Currency units Foreign reserves* $bn 
latest latest 12 latest 12 mths trade-weighted* Aprist year ago perf perDM  perecu latest year ago 
month months Aprist X year ago M) vn | i 
Australia - 024 Fb + 13 - 133 Q4 877 976 E51 .. $29 — 11:258. 09088 1.63 120 à — 10 
Austria - 072 Q$ - 56 - 390« .— 1023 1038 30 118 218 — 704 — 140 — 199 Nw l 
- 0.35 de + 109 + 105 Sep 1013 103.7 38.1 34.5 639 206 410 168 wn 172 
Britain - 1.80 an — - 206 + 744 1089 ^ 986 060 — 06! - 032 064 33.0 Nw — 403 
Canada * 1.18 an +160 - 220 836 — 843 142 139. 23] 077 15 207 an — 207 
Denmark + 035 De + 37 + 110 1035 1063 705 — 637 180 38 758. 219 w — 151 
France +271 an + 312 + 40.2 Dec 104.7 106.9 620 — 563 1038 — 335 — 667 309 Dee 268 
Germany + 462 ian +705 - 42 Jan 1024 105.6 185 — 167 3407 ^ 470-090 768 hn — 816 
Italy + 184 De + 298 + 35.3 Nov 750 — 762 1823 1,661 3053 986 1962 52.2 jan — 478 
Japan + 8.79 jan — «1038 + 97.0 Jan 117.3 122.9 133 12 223 720 143 2204 an — 2160 
Netherlands + 170 Ded + 167 + 23103 1005 103.4 208 — 188 349 — 113 224 245 m 249 
Spain - 2.00 De  - 183 + 75 0« 76.1 78.1 157 141 263 849 169 — 679 à X 610 
Sweden + 1.38 feb — « 169 + 73 Dex — 855 83.4 802 762 34 434 863 460a 220 
Switzerland  - 048 an + 03 +2090 1052 1034 153 — 144 256 083 165 346 i 362 
United States — 1880 i -1994 -166.4 Q4 1106 — 1037 - - 167 .— 054 — 108 590) 572 
* Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others citflo  1990«100, Bank of England. Excluding gold, IMF definition 


&Not seasonally adjusted 
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EMERGING-MARKET INDICATORS 


ECONOMY Consumer-price inflation rose to 9.5% in Thailand and fell to 9.0% in South 
| 





B TELEPHONE ACCESS The world had 
about 800m main telephone lines at the 


grown nearly tenfold in the past 40 years, 
according to a new report by the Interna- 
tional Telecommunication Union. The 
world is likely to have almost a billion tele- 
phone lines by 2000. 


MTELEDENSITY Telephone density— 
the number of lines per 100 people—has 
quadrupled since 1960. It varies greatly. A 
quarter of countries still have a teledensity 
below one. But the experience of countries 
such as Singapore and South Korea shows 
that teledensity can grow faster than was 
once thought. China has moved from 
fewer than one main line per 100 people 
to more than five since 1990, accounting 
for one-fifth of the 300m or so lines added 
in the period. It takes on average 17 years 
to go from one line per 100 to ten, but 
about nine years to go from ten to 20. 


Asia-Pacific 


Transition from 10 to 30 main telephone 
lines per 100 persons 
m 40 


50 60 
T wr TNT cd 


end of 1997. The global network has 


1975 77 79 81 


83 85 87 89 91 93 95 97 


122 























Korea in the year to March; it declined to 9.1% in India in the year to February. Argentina's 12- 
month current-account deficit widened to $10.1 billion in the fourth quarter. Poland's trade 
deficit narrowed marginally to $11.3 billion in the year to January. 



















































































% change on year earlier Latest 12 months, Sbn Foreign reserves, $bn 
GDP Industrial Consumer Trade Current Latest Year ago 
production prices balance account 
China + 8204 + 6.6 fe - 0.1 fe +43.7 feb + 72 1996 1428 De 107.0 
Hong K |^ «$70 * 05 sep + 47 feb 4195 feb - 26 19 0753 de 638 
India — + 68 1996 + 59 — FUE TF" - 58 un _~ 4.5 1996 244 Ma 22.7 
Indo + 80 199% — «90Qq + 317: — «90x — - 6893 181 wm 190 — 
+740 — «28m + Arb +¢05un - 481997 217 be 270. | 
+4706 +194Nr + 74hb -103 an  -430 BB ian 97 
+740 -39 in + 09  -65im +138 744! Nor 75.77 - 
+3900 — - 19r + 90 Me — «62M» + 35 feb 242 wo —— 317 
£710 — «199r + 180 +¢60% +7403 — BAD reb 88.6 
+ 67196 — -1070« + 95mw  -530«  — 8693 259 tan 38.2 
+ 8.2 04 +75 feb + O85 feb - Sáu — -10104 211 4 —— 176 
+190 -34in + 45rb -77 fb -3340 588 rb 577 | 
+960 -10m + 52rb  -20% -410 168 an 151 
+ 55 qa 4117 De. + 18.0 fe - 29 ve ~ 47 1996 95 2e 96 | 
«670 +764n + 154 fe - $645. -— T1309 292 an 203 
- 16 1996 na + 367 fb 411.8 Oa + 83 19% 14.4 de 11.8 
+ 26 1996 - 09 Nov + 43 fe -187 00 — - 47 Now 132 iw 19.6 
^4 150 + 2B be + 56 fe = 75 tb = 360 20.1 pc —— 114 | 
*30o9 + 31 de + 21i -100 Ny  -S54N» 157 0« 159 — 
+0808 + 09 un + 54 feo 4294 = 190 "A5 un 1.4 | 
Turkey + 54 93 + 42un + 993 re -20.6 0a -= 23 Sep 196 in 168 | 
Czech Republic + 22 Q4 + 5.1 Jan + 134 te - 3B te -329 97 ox 124 
Hungary —— «510: «1125 + 1715 -22m — - 09m 86 91 
Poland *699  4l04mo + 12s —-113n — - 43 dx 229 a —— 19 
Russia +13 ind 4+ WARD + 95r 421.2 0x + 75 130 o« 113 





* Visible and invisible trade balance. "Includes gold. &New senes 





FINANCIAL MARKETS Johannesburg hit an all-time high, ending the week to April 1st up 
5.4%, after the price of gold continued to rise. Moscow lost 5.8%, reversing last week's gains. 
Most Asian markets ended the week lower. Seoul did particularly badly, falling 8.3% because 
of high interest rates and rising corporate debt. China gained 5.5%. | 
























































Currency units Interest rates Stockmarkets % change on 
per $ perf short-term Apr 1st Dec 31st 1997 
Apr ist yearago Apr ist % p.a. one in local ns | 
week currency terms 
China 828 830 139 10.50 1,325.0 +55 + 53 + 53 
Hong Kong 7.75 715 130 65! 113314 "44 4 £7.* S7 
India | 395 359 661 733 3,969 6 £05 + B5 + 77 | 
indonesia 8600 2,404 14403 3495 — 5239 +39 + 304 - 167 _ 
Malaysia — 370 — 248 X 620 10.99 700.1 -50 + 178 + 239 | 
Philippines 38.3 264 642 1393 234. . 44 eM V4 23V E 
Singapore 1.62 na 2264 473 Wü -49 et 46 € 82. | 
South Korea 1,391 895 2,329 21.50 4682 -83 + 244 +57 
Taiwan 329 225 — 550  — .250 9045 nil + 104 + 98 | 
Thailand 397 259 66 4 24.00 456.6 - 49 + 225 + 488 
Argentina - 10 100 167 7.69 Hoy 417 2.34 4 3A&. | 
Brazil 1.14 1.06 190 — 2734 11,837.0 +07 + 161 +140 | 
ie" na .. 416. 200 1148 48355 +05 + 09 - 25 | 
Colombia 1,365 1060 286 2881 1,179.0 tate. 112: 5-214 — | 
Mexico 850 791 142 1970 49991 nl - 44 - 93 
Venezuela 525 478 879 34 42* 7547 — -23 | - 129 - 163 
Greece 322 265 540 1246 1,988 8 *34 + 34 + 183 
Israel 3.60 336 — 603 1028  — 3046 * 20. «* 47 + 28 | 
Portugal - . 189 168 317 445. 5,596.6 +03 + 480 +436 | 
South Africa 504 442 845 1293 17108 — *54 + 283 +199 | 
Turkey 243,600 128,015 407,981 80.82 3,260.3 -12  - 55 = 197 
Czech Republic — 342 298 573 15.52 503.1 -25 2 16 + 30 
Hungary 213 176 358 1855 88046 +04 + 101 + 53. 
Poland 345 307 578 25,08 17,038.7 -25 + 162 +187 
Russia 6.00 574 1005 30.00 3219  — -58 = 189  - 189 


: | 
New series 'New index. 


— 


Sources: Natonal statistics offices, central banks and stock exchanges; Datastream/ACV; Reuters; S8C Warburg. JP. Morgan; Hong Kong Monetary 
Authority, Centre for Monitonng Indian Economy, Bank Negara Indonesia; Malayan Banking, Philippines National Economic and Development Authority, 


Hoare Govett Asia; FIEL, Baring Securities; Merrill Lynch; Bank Leumi Le-israel; 


| Econarec Trends. 


Standard Bank Group; Akbank; Bank Ekspres, Deutsche Bank, Russian 
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$) ARAB BANK 'OL 
Balance Sheet as of 31 December 1997 and 1996 


Some 68 years ago we planted | Assets 1997 1996 
US$('000) US$('000) 


- Tox ty sies ET US — m. a 

A P dom tir [ "In 
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local people in the region in their .. Funds wii ih ce ntra al b. nks — T 
dox Mf ganar, Abe - 
| T wie i he = c on xD "n 

Ca Tv 


SIEAUIDESCNUHIUPENVOUHUNEIU MEM 2 on wes Re on 


a seed for future growth to aid the 


and secure future. That seed has 
grown, enabling us to give financial 
assistance on a global scale to many 


people around the world. To date we $ 


| Total assets 808 384 15 903 449 
have over 370 branches and offices ' 


ette 


worldwide, and our asset strength ug -— ic aai en 

Total 2? 502 823 ?0 786 63 
has never been stronger, leaving papan m ARS 
; Liabilities and Shareholders’ equity 199° 1996 
us in a prime position to greet the US$('000) USS('000) 


millennium with open arms. 


Total Liabilities 237 14 500 voll 


Shareholders’ equity 


1 Total p volders y» 
Total ann ond shareholders’ equity 16 808 384 15 903 449 


22 502 823 20 786 636 
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At Nokia, we've noticed that when you're on 
the move, the last thing that should slow you 
down is a mobile phone. 

So we asked our engineers to develop 
a power system that won't. 

The result is a system that we call True 3-Volt 
technology. In essence, it gives you a more energy- 


efficient phone. So much so, that it clocks up a 


marathon 5-hour talktime or a 11-day standby” 


with just one standard battery. 

The secret is in our phone’s internal architecture. 
By using 3-Volt components throughout, ours 
doesn't waste valuable power. 

Power which you can use for more important 
things, like talking and standby. 

It's just another way we're always working 
to give you more. You might call this generosity. 


At Nokia, we call it human technology." 


NOKIA 


CONNECTING PEOPLE 
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Tung tied? 


© Str—Your article "Tung con- 
. strained" (March 28th) claims 
that the Chinese Communists 
are "not calling the shots" in 
Hong Kong and that Tung Chee- 
hwa, its chief executive, has not 
become an "oriental despot". 


You are certainly wrong on the. 


first point. And Mr Tung may not 
be a despot, but he will gradually 
get things done his way. 

At the Chinese takeover last 
< July, all members of the pro- 
- . democracy movement were 
thrown out of the Legislative 
Council. Everyone in the Special 
Administrative Region govern- 
ment is appointed by Beijing. 
“With such trusted lieutenants in 
charge and with all opposition 
-voices snuffed out, there is no 
“need for Chinese officials to 
interfere publicly. 
^ Although Mr Tung has failed 
to get all schools to use Chinese 
-for teaching, there is no doubt 
. that it will happen. The row over 
the editorial independence of 
government-owned Radio Tele- 
vision Hong Kong (RTHK) is by no 
means over, and the staff there 
are bracing themselves for ero- 
sion of their autonomy. 

The refusal of Elsie Leung, the 
justice secretary, to prosecute 
Sally Aw, a media tycoon, for 
fraud might have led to a public 
outcry, but so what? The message 
her decision sends is that anyone 
with close connections to Beijing 
will be given preferential treat- 
ment. Last month Ms Leung 
refused to prosecute the Xinhua 
news agency—the front for the 
Chinese Communist Party in 


_ The | 
Economist f 


| The Economist, 25 St James's Street, London. swia 1HG 


Hong Kong-for violating the 
Personal Data (Privacy) Ordi- 
nance. News reports said the gov- 
ernment has surreptitiously 
changed the law to exempt Xin- 
hua from the ordinance and B 
other Hong Kong laws. ^. . 


Quoting Yash Ghai, an acade- 
mic, you say that Hong Kong's - 
- hishome-building targets. This is 
not true. We are pressing ahead 


people may be more committed 
to the rule of law than to democ- 


racy. But you fail to ask whether ` 


the rule of law can prevail i in the 
absence of democratic institu- 
tions. Hong Kong under British 
colonial rule was able to have the 
rule of law because of the 
colony’s link to democracy in 
Britain. Now our constitutional 
link is to the Chinese Commu- 
nist Party. 


Hong Kong EMILY Lau 


rs 


SiR--You state that Mr Tung sup- 
ported change in the medium of 
instruction in schools because 
pro-China patriots in Hong Kong 
wanted mother-tongue teaching. 
In fact, the government has been 
promoting mother-tongue teach- 
ing since the mid-1980s. The gov- 
ernment is also taking a number 
of steps to improve the standard 
of English in Hong Kong schools, 
including the recruitment of 
some 750 additional native Eng- 
lish-speaking teachers. 

We are mystified by your 
claim that Mr Tung disagreed 
with and rebuked Anson Chan, 
the chief secretary for adminis- 
tration, over Radio Television 


‘Hong Kong. There is no sub- 


stance to this allegation. Mr Tung 
made his views quite clear on his 
return from Beijing on March 
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6th: that RTHK enjoys editorial 
independence and that Hong 
Kongs government welcomes 
comments and views from the 
media on its policies. There is no 
disagreement between Mr Tung 
and Mrs Chan. 

’ Finally, you state that Mr Tung 
has been forced to retreat from 


with our flatproducing pro- 
gramme for public housing and 
are planning a land bank that 
will cater for demand from pri- 
vate developers. Indeed, the 
administration recently an- 


nounced a five-year land-dispos- 


al programme to achieve its long- 
term housing targets. — 
THOMAS CHAN 


Director of 


Hong Kong Information Services 
PERDU SM So he Ee Oe sac a as EN" 


Canada's commitment 


Sik—Contrary to the views ex- 
pressed by David Bryer of Oxfam 
(Letters, March 21st), Canada has 
neither lost interest in, nor 
sought to add further conditions 
to, the highly indebted poor 
country (Hirc) process. Instead, 

Canada has consistently pressed 
the img, the World Bank and the 
Paris Club for generous, flexible 
and timely treatment of the 
unsustainable debt burdens of 
poor countries showing a com- 
mitmentto economic reform. 


Moreover, Canada has the dis- . fact, Isi 


tinction of being one of the few 
creditor countries that has writ- 
ten off virtually all of its Official 


Development. Assistance (ODA) 


on a grant-only basis. In addi- 
tion, Canada has forgiven con- 
siderable amounts of its non- 


ODA debts through the Paris Club: 


since the inception of the first 
concessional debt-relief terms— 
“Toronto terms"—in 1989. 

As for Mozambique, which 
Mr Bryer cites as a test case for 


HIPC, we recently announced a 
C$8m ($56m) contribution to. 


help close the country’s $100m 


financing gap and ensure its exit — 
from future debt rescheduling— 
even though Canada has no offi- 
cial exposure to Mozambique. 


Many non-govern mental organi- 


sations have congratulated uson 


this initiative. 


PAUL MARTIN — 
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25th 1996, the day after it was . 
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Sre—Bolivia' S attempts to eradi- 
cate coca will fail (March 7th), 
and any success it does have will 
boost production and prices else- 
where. Alternative crop pro- 
grammes do not work, either. Ifa 
newly introduced crop earns 
more for farmers, the barons will 
simply price itout of the market. 
The illicit-drug business does 
not begin with production; it 
starts with the market, secured 


-through addicts. The trade is 
fuelled by the element of risk. The 
greater the risks involved with 


processing, transport and distri- 


bution networks, the higher the | 


margins. 

Anti-drug legislation and con- 
trols actually raise prices, stimu- 
lating margins and profits. When — 
will legislators learn that the only 
way to bring the drug problem 
undercontrol is to legalise drugs? 
Then they can deal with the 
social problems caused by drugs 


openly and honestly (as with 


alcohol and tobacco) and far less 


 expensively. 


Monaragala, 


Sri Lanka | ROGER STEVENSON 


Nuclear israel 


Srg—You state in your leader on 


India as a nuclear power (March 
28th) that Israel has not signed 
thë nuclear test-ban treaty. In 

1as been a signatory to 
prehensive Test Ban 
since September 







opened for signature. Israel has, - 
from the beginning, been an. 


active participant in the work of - 
_ the prepare 
~ the treaty organisation, to which 
it has been accredited since July 


tory commission for 





1st 1997. 

Also, andes the protocol to the 
test-ban treaty, I Israel is providing 
three monitoring facilities to the 


- global verification regime that is 
being set up to enforce and verify 
‘adherence to the treaty, and d 





detect any violations of its provi, 
sions. As of March 3ist, the pact 


had been signed by 149 states and 
-ratified by 1, including four of. 
those whose ratification is a pre- 
| requisite. for the. trea 
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regions. 









Board and has se 
Your overall ro 
implementation of th 
expected to direc 











introducing new lines of business; a 
_ with major shareholders and clients. 


. Requirements: 


You are a Tanzanian citizen with a degree in commerce, finance or a 
related discipline. A post-graduate qualification such as an MBA would 
be an advantage. You also should be fully computer literate. 

Your experience in financial or related institutions at a senior level 
clearly demonstrates your ability to achieve results and to drive change 


in organisations. 








[Solutions 
-Ifor Business 









Head of 
| Copenhagen 
Office 


United Nations 
Office for 
| Project Services 


ong-establis ed, major financia 


The Head Office is in Dar es Salaam and there are branches in other 










dynamic Managing Director to lead this 


jew: busine is strategy. In addition you will be 
introlled growth of business, including 
ines 













© The United Nations Office for Project Services (UNOPS), a major provider of project management and implementation services to th 
- UNOPS Copenhagen Office is a decentralized office with a turn-around of over $100 million annually, representing roughly 25% 
and Business Development Unit (NF BD}, and general administration, PRP conducts large and complex. procurement progran 


manages several trust funds for the competitive contracting of consultancy services and goods from Denmark, Sweden and Norway. 


Qualifications: 


Financial Institution 
Dar es Salaam 











| institution in Tanzania. ai 
and inspire the staff to achieve the new strategi 
have an open, communicative management style 
teamwork and transparency. o puel 
You are sufficiently mature and credible to represent the organisation in 
the business community. poc erm $5 
An attractive compensation package will 
housing and medical expenses. 
Apply to the address below and include: 3 
* an application letter showing how you meet the criteria for the post _ 2 
* copies of qualifications 
* full address at work/home including phone and fax numbers | 
*three referees, including your current employer (who will not be - 
contacted without your prior approval) 
"Send in advance copy of your application letter and CV by fax/ 
E-mail and the rest by post 


Closing date: 20 April 1998. 

Executive Selection Division (Ref. MD/F) 
Coopers & Lybrand Associates Ltd 

PO Box 45 

Dar es Salaam 

Fax: 255-51-112978 

E-mail: information@tz.coopers.com 














he Managing Director reports to the 
directors to Support him/her. 
sation. profitably and to lead the 









be provided including à car, 




















and to develop sound relationships 


x. 







United Nations system and developing countries, secks experienced candidates for 





the post of Head of Copenhagen Office. Th 


















UNOPS activitv. The Office has a staff of 25-30, and is comprised of the Division for Procurement Projects (PRP), the Nordic ; und 











svorkdwide-with the majority of its programmes for countries in Latin America or Francophone Africa, and financed by untie 
funds from the Government of Japan and/or credits from the World Bank and the Interamerican Development Bank. Th 




















Education: Post-graduate degree in Management, Economics, Business /Public Administration or related fields 






Experience: A minimum of 15 years of progressively responsible professional experience in the negotiation and administration-ó 
public technical cooperation arrangements, with at least five years in management positions-preferably both at 
Headquarters and in the field. . 




















- Substantive knowledge and managerial experience in operational, commercial and legal issues of internationa 
procurement, oh 









t 


Practical experience with financial management of programme and administrative budget funds, 










- Significant experience at both policy and operational levels with a variety of relevant funding agencies, UNDP- 4: 
bilateral donors and international development banks. 






: Knowledge and application of internationally recognized financial/procurement regulations, rules and policies; |. 
procedures and practices, especially as applied to large value and complex procurement. Knowledge and applicanonm of 
UNOPS/UNDP regulations, rules and policies, procedures and practices in this context would also be an advantage. s 
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Commitment to a team-building approach with extensive people management experience; a transparent management 
style and excellent communication and interpersonal skills required. 







B 


Commitment ro enhancing efficiency, effectiveness, and a service orientation, while ensuring transparency and 
accountability. 






Languages: Fluency in English and French or Spanish required, together with ability to work in all three; 






Qualified female candidates are encouraged to apply. 
Gross Base Salarv of $97,119 to $105,310 
Submission.of Applications: 






Salary range: 









Candidates should submit an application, including a Letter of Interest and CV to: 






Mr Peter Van Laere, Chief, Human Resources Management Section, 

United Nations Office for Project Services, 220 East 42nd Street, New York, NY 10017. 
Candidates are also requested, where possible, to attach a Personal History Form (P11), obtainable from 

UNOPS, New York, or the office of the UNDP Resident Representative. | 

Applications should be received by 30 April 1998, and may be forwarded by fax: (212) 906-6908. 

Only those candidates that are shortlisted will be contacted, 













Calling economists in Hong Kong! 


Swiss Re is the world’s second-largest 
reinsurer with headquarters in Zurich, 
Switzerland. As part of our unequivocal 
commitment to Asia, we will be opening 
an Economic Research & Consulting 
office in Hong Kong and are seeking 
economists for the challenging task of 
building up this operation. 

You will be responsible for scanning 
Asian insurance, reinsurance and finan- 
cial markets for business opportunities, 
producing cutting-edge publications 
on local and regional business develop- 
ments, and providing our executive 
managers with first-hand market infor- 
mation. Taking part in in-house strate- 
gy consulting projects and establishing 
high-level contacts with Asian insurers, 
brokers, supervisors and investors will 
also be an important aspect of your role. 

You will need an outstanding degree 
in economics or international finance, 
preferably to postgraduate level, com- 
bined with at least two years of profes- 
sional experience and strong spread- 
sheet skills. Besides having excellent 
written and presentation skills, you 
should be fluent in or a native speaker 
of Cantonese/Mandarin and English. 
In return, we offer a competitive re- 
muneration package (incl. accomoda- 
tion allowance) plus a co-operative 
working environment in a small, young 
team, with excellent career prospects 
within the Swiss Re Group. 

Please send your application with a 
detailed CV to Martina Badrutt 
(Tel. «411 285 53 17), Swiss Re, 
Mythenquai 50/60, CH-8022 Zurich. 


Swiss Re 
TT] 
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Brown & Root (UK) Ltd is seeking 
Senior Project Managers 


for the technical management of infrastructure and 


development projects. 
(long term and short term assignments with competitive packages 
being offered) 


The task is to manage technical teams of experts overseeing a wide 
range of projects in support of European Commission Development 
Programmes in Eastern Europe and the Balkans. The projects to 
include: water and sanitation, energy, transport, housing, SME 
development, communications and education and health. 


Qualifications and Experience 

The Project Managers will be qualified to European Engineer status or 
equivalent with knowledge and experience of working with the EU, 
EBRD, World Bank, DAD and other major aid donors. Experience of the 
region would be an advantage. 


Brown & Root 

Brown & Root is a world leader in project management, engineering, 
construction, logistic support operations and services. In recent years it 
has expanded its operations to cover Europe, Africa and the former 
Soviet Union. Few can rival the diversity of the skills, extent of 
resources and the capability to tackle complex projects. 


Applications: 

Please send a detailed resume to: 
Mr C G A Nash, Brown & Root 
Operational Support Services 

Hill Park Court (HPC 1) 
Springfield Drive 

Leatherhead 

KT22 7NL 

Fax (*) 181 544 4073 


SSSA LZ 


BABSON 


SCHOOL OF EXECUTIVE EDUCATION 


Babson College invites applications and nominations for the position of Associate Dean 
and Director of the FW. Olin Graduate School 


U.S. News and World Report has named the FW. Olin Graduate School of Business at 
Babson College number one in Entrepreneurship successively since 1994. The FW. Olin 
Foundation’s $30 million grant to the graduate school in 1995 is one of the largest gifts 
ever given to a U.S. Independent business school. The grant enabled Babson to build a 
new graduate school building, expand its graduate programs, and fund curriculum 
innovations. The School offers a two-year MBA, a one-year MBA for Business Graduates, 
and an evening MBA for those pursuing their degree on a part-time schedule 


Reporting to the Dean of the School of Management, the Associate Dean will provide 
overall academic and administrative leadership and direction for the Graduate School 

Specifically, the Associate Dean will work with the Dean of the School of Management in 
academic planning and policy setting for the Graduate Schoo! and will initiate and work 
with faculty to lead matters involving curriculum development. In addition, the Associate 
Dean will be directly responsible for revenue generation and will work to foster linkages 
with Babson College's internal and external constituencies to include serving as liaison to 
the Corporate Advisory Board. Additionally, he or she will direct all administrative aspects 
of the Graduate Schoo! including MBA Admissions and the Office of Program 
Management. The Associate Dean will also work closely with the Center for Career 
Development, the Alumni Office and the Development Office 


Babson College is internationally recognized for its focus on entrepreneurial leadership in à 
changing global environment. Babson has been identified as a best-of-class benchmark in 
the area of curricular reform for effective business education. Babson grants bachelor of 
science and master of business administration degrees, and offers executive development 
programs to experienced managers worldwide. 


The Search Committee will begin formal review of applications in April 1998. Applications 
and nominations should be sent in confidence to: 


Martha Verrill Schiager, Managing Associate 
A.T, Kearney Education Practice 
225 Reinekers Lane 
Alexandria, Virginia 22314 
e-mail: martha_schiager@atkearney.com 


Babson College is an Equal Opportunity, Affirmative Action employer. 
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Order two or more Country Reports and choose a third Country Report annual subscription free. 





To order your Country Reports by post, simply tick where indicated (remember to select one free € ountry Report when you order two or more Reports), complete your personal details, choose 
your payment method and post to: The Economist Intelligence Unit, 25/F Dah Sing Financial Centre, 108 Gloucester Road, Wanchai, Hong Kong. Alternatively, vou can order by telephone on 


(852) 2802 7288/2585 3888, fax on (852) 2802 7638/7720 or by E-mail: honkon#@eiu.com http://www.eiu.com 
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p^ "adiri Intorantional: oe EE as the financial advisor (the "Financial Advisor m to i ot Gh ise e 
3 ultimately to implement, the divestiture of the State Insurance Company of Ghana Limited S10). x 













E TERPRISE PROFILE. 


( was set up in 1962 and constet into a publie liability company in August 1995, pursuant to the ‘Statutory 
Corporations Act of 1998. It is currently registered with ; a Hay pus up capital of one billion cedis*. E 
io Sompany’s principal object i is to act as insurers and re-insurers for. general types of risk. Curre nily, SIC underwrite the 

following classes of insurance business: (a) life insurance; (b) non-life insurance (including. motor insurance, marine and |. 
aviation insurance and fire insurance); (c) bonds and guarantees for constructional works and other commercial purposes; ES 
and (d) re-insurance. > | e 




















The company s premium i income for 1996 was e qund 40 billion cedis", representing 80 9% overall serta share. T 





e aum of sic involves (a) the sale of approximately 40% or more of ilie. shards to 4 Strate een (SD; (b the“ | 
listing of the company on the Ghana Stock Exchange (GS) and (c) a further sale of shares tei the public. B l 


: LETTERS OF INTEREST 


Interested potential strategic investors (companies and/or consortia) are hereby invited to submit letters of interest to the | 
Financial Advisor by close of business on May 15th, 1998. Letters should contain: l Vp | 


(i) Description of the wato s activities; | 

(ii) Experience in managing insurance companies in emerging markets; 

(iii) Current information on the investor's financial standing including disclosure át networth; 
(iv) Description of the investor’s network of affiliates; and 

(v) Details of ownership structure. 





All inquiries and letters of interest should be addressed to: 


x Sterling International Group, Inc. Strategic African Securities Limited 

Attention: Mr. Roger Jantio, Managing Director Attention: Mr. James Akpo, RAE Director 

|.3901 Pennsylvania Avenue, NW PO. Box 16446 

Suite600 Airport Accra 

ashington D.C. í 3 U.S.A. Ghana ZI IT S 
202) 785 3500 Ext. 301 Tel: (233-21) 23 37 ToC "EU E LM i 

202) 786 3508 | Fax: (233-21) 2298 16 — "E ox kA U. fa 






il: Rjantio@SterlingUS. com E-Mail: sasltd@ncs.com.gh 
DI = I, 600 cedis (1996) | 


IC and Sterling International Group, Inc. reserve the right to iind the TE for: ihe: su 
inte iid es any. letter wi interest without stating the reasons for doria 80, or sacs this invitation. 
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If Japan should crash 


F LAT on its back for years and showing few 
signs of life, Japan’s economy was none- 
theless still in the world of the living. When 
we last checked, that is. Reports of its immi- 
nent demise are now coming thick and fast. A 
world that had grown bored with the “Japan 
isn’t growing” story is suddenly paying atten- 
tion to the new “Japan will collapse and take 
the rest of us with it” story. You might argue, 
with reason, that an outright slump looks the 
only thing likely to persuade Japan’s peculiar 
government to push through radical deregu- 
lation; or to force its industry to scrap excess, 
unprofitable capacity; or to unleash a gale of 
“creative destruction” and at last set the econ- 
omy to rights. Well, the world may be about to find out. 

Japan’s economy has been hammered first by an increase 
in sales tax last year which choked consumer spending, and 
then bya fall in exports to the cash-strapped East Asian econo- 
mies. (Japan's exports to the region are 24 times larger than 
America’s or Europe's as a share of Gpp.) In the three months 
to February, Japan's industrial production fell by an 
annualised 6% compared with the previous three months, 
and its GDP is expected to shrink in 1998 for the first time in 
more than two decades. As a result, more banks are likely to 
fail, and many large debt-laden Japanese firms are also likely 
to go bust (see page 13-15). As unemployment rises, worried 
consumers will save even more and spend even less. 

Norio Ohga, the chairman of Sony, has warned that the 
economy is on the brink of a collapse that could cause a 
world-wide recession. He likened Prime Minister Ryutaro 
Hashimoto to Herbert Hoover, America’s president at the on- 
set of the Great Depression, for his failure to spur Japan’s 
economy. The ¥16 trillion ($120 billion) stimulus package an- 
nounced by the government at the end of last month 
sounded impressive, but only about half of this is likely to be 
new money. The government could yet prevent a collapse in 
output by introducing big income-tax cuts to revive con- 
sumer and business confidence, but policymaking remains 
paralysed. Japan’s recession could turn out to be even worse 
than advocates of creative destruction deem necessary. 


Munch, munch 


Suppose that happens, and Japan crashes. How worried 
should the rest of the world be? The OECD in its new Eco- 
nomic Outlook forecasts that America’s economy will slow 
this year, mainly because of weaker growth in exports, espe- 
cially to Asia, but it still expects growth of 2.7%—healthy by 
any standards. The European Union is forecast to grow at the 
same pace. But these forecasts assume that Japan's GDP falls 
by a modest 0.3%. What if Japan sinks deeper? 

Even a worse Japanese recession need not scupper the 
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world economy. One reason is that Japan, 
economic giant though it is, accounts for only 
13% of global Gpr. Japan's weight in world 
trade—the main channel through which a re- 
cession would spread abroad—is also surpris- 
ingly modest. America’s exports to Japan ac- 
count for only 1% of its Gpp, those of 
countries in the European Union only 0.5% of 
GDP. And, contrary to popular wisdom, im- 
ports from Japan account for only 1-2% of 
GDP in each case. 

Moreover, a deeper Japanese recession 
would not be qualitatively very different, so 
far as Europe and America are concerned, 
from the experience ofthe past six years. Since 
1992 Japan's growth has averaged only 1.3% a year, or more 
than a percentage point less than its long-term underlying 
rate of, say, 242%. This is equivalent to a total drop in output, 
relative to potential, of 7%. In other words, unlike the rest of 
East Asia, Japan has acted as a brake on the world economy 
throughout the 19905. For outsiders, a worse recession there 
would merely be more ofthe same. Its effects would be detect- 
able elsewhere but not devastating. 

A further reason to be sanguine is that economic cycles are 
currently more out of kilter than for several decades. As Asia 
slumps, America and Britain have been booming, and econo- 
mies in continental Europe and Latin America are picking up 
speed. As a result, strong economies can offset the impact of a 
downturn in Asia—which is better than everybody spinning 
downwards together. Weaker demand in Japan and the rest 
of Asia has actually served a useful purpose, preventing the 
American economy, which had been growing too fast, from 
overheating. America's growing trade deficit is a safety valve: 
it has prevented domestic demand from spilling over into 
inflation. The success of America and Europe in trimming 
budget deficits and curbing inflation also means that policy- 
makers have room to cut interest rates or taxes to keep their 
economies healthy, should Japan's recession prove severe. 

So much for the direct effect on the other rich economies 
of a severe Japanese recession. But two possible indirect ef- 
fects are more worrying—a rise in protectionism as Japanese 
exports rise, and the risk of a stockmarket crash. 

America's trade deficit is likely to widen sharply as a result 
of problems in Japan and the rest of Asia. If this encourages 
America to raise trade barriers and others to retaliate, a global 
recession may follow. But the biggest risk to America, and 
hence to the world economy, lies on Wall Street. It looks dan- 
gerously overvalued, yet share prices continue to climb. Some 
unexpectedly bad news from Japan might just be the event 
that brings investors back to reality and so causes a crash. 
Awkwardly, America's economy is more vulnerable to a drop 
in share prices than ever before. Almost twice as many Ameri- 
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LEADERS 


cans hold shares today (either directly or through mutual 
funds or pension plans) as in the mid-1980s. A fall in share 
prices will make a much bigger dent in the economy. 

If America and Europe do falter, politicians will be quick 
to blame the Japanese. But on present evidence the real blame 


Toe y» T 


in that event is more likely to lie either with trade-bashing 
politicians or with the Federal Reserve, which failed to act last 
year to deflate the stockmarket bubble. Foreigners are right to 
urge Japan to revive its economy, but they will have mainly 
themselves to blame if Japan's woes spread to their own. 





Pretty at Citi? 


The creation of Citigroup will fuel yet more financial consolidation. The 


question is whether shareholders will be grateful 


OHN REED, if memory does not deceive, once apologised 

to his shareholders for having tried, expensively and un- 

successfully, to build his banking company, Citicorp, into 
a top-tier investment bank. Sanford Weill, who has assem- 
bled a collection of second-rate finance, stockbroking and in- 
surance firms into one of the world's biggest financial-ser- 
vices conglomerates, said not so long ago that he had no 
interest in adding a bank to his stable. How strange, then, to 
see the two gentlemen on the same platform, beneath Citi's 
blue banner and Travelers' red umbrella, hailing the merger 
oftheir two companies (see page 65) into the biggest financial 
group anywhere. The question begs to be answered: were they 
wrong then, or are they wrong now? 

There is, of course, a third possibility: that something im- 
portant has changed in the finance business. Most financial- 
industry executives in Europe and the Americas clearly be- 
lieve that to be so. They have been merging with abandon, 
convinced that the future belongs to the large, the diverse, the 
global. In Canada, two of the biggest banks, Royal Bank of 
Canada and Bank of Montreal, are awaiting approval to form 
an institution that will dwarf the competition. Foreigners 
such as Britain's HSBC, America's BankBoston and two Span- 
ish groups, Banco Santander and Banco Bilbao Vizcaya, have 
put together multinational networks across Latin America. 
Two of Switzerland's three biggest banks, uBs and Swiss 
Bank, have just tied the knot to form the largest bank in Eu- 
rope, while Credit Suisse recently swallowed Winterthur, a 
big insurer, and the Zurich insurance group has plunged 
headlong into fund management in America. In America, 
where an obscure savings bank, Washington Mutual, is about 
to become one of the ten biggest banks after a series of ambi- 
tious mergers, skyscrapers are now graced with names like 
Morgan Stanley Dean Witter and Bankers Trust Alex. Brown. 

When Mr Reed calls the Citicorp/Travelers deal a "trans- 
forming merger", he is not exaggerating. Whether or not regu- 
lators give their blessing—and on that front, despite the opti- 
mism of Mr Reed and Mr Weill, there are serious obstacles to 
overcome—the prospect that a single company will have for- 
midable positions in consumer banking, corporate finance, 
stockbroking, mutual funds and life insurance is sure to force 
others to run even faster. The markets are demanding it, driv- 
ing share prices to giddy heights. And the conviction is wide- 
spread that those who fail to act quickly today may not be 
around to act with more forethought tomorrow—hence the 
insistence on doing something, anything, whatever the price. 
The April 7th announcements that Conseco, a little-known 
insurer based in Carmel, Indiana, will pay an eye-popping $7 
billion or so for Green Tree Financial, a Minnesotan com- 
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pany whose forte is lending on trailer homes (see page 66), 
and that Household International will pay $8.6 billion for 
another lender, Beneficial, only hint at what is to come. 


Separate those eggs 


This consolidation has plenty of detractors. For the most part, 
their fears are misplaced. There is little evidence, for example, 
that mergers are making it easier to gouge consumers; on the 
contrary, the ability to shop electronically, by telephone or on 
the Internet leaves customers with more choices than ever be- 
fore. Nor is it apparent that the formation of megabanks in- 
creases the risk ofa financial disaster. Most collapses of finan- 
cial institutions are the result of having too many eggs in a 
single basket. A highly diversified institution is far less likely 
to suffer fatal losses from insuring too many homes in hurri- 
cane-prone Florida, as some American insurers did in 1992, 
or from lending to too many Tokyo property developers, the 
ill from which Japan's big banks now suffer. 

Ignore the luscious irony that opposition from Citicorp 
itself was one of the reasons why America’s Congress decided 
just last week not to fell the barriers that still divide banking, 
investment banking and insurance. The fusion of these in- 
dustries poses few serious regulatory concerns, mainly hav- 
ing to do with consumer protection. It is important, for exam- 
ple, to bar banks from foisting their own insurance upon loan 
applicants, and to keep them from stuffing shares they have 
underwritten into the portfolios of unknowing customers. 
But such abuses can be addressed without maintaining artifi- 
cial distinctions in the financial industry. 

So is the creation of such a huge and diversified financial 
institution a good thing? That question is more appropriately 
posed to shareholders than to regulators and politicians. The 
answer, based on the evidence to date, is equivocal. Many 
companies have tried, in various ways, to market both insur- 
ance policies and savings accounts, or to offer business cus- 
tomers both traditional bank loans and share underwriting. 
The success stories are few. Cross-selling motor insurance or 
emerging-market mutual funds to credit-card holders is easy 
in theory, but turns out to be extremely hard to do. 

That was then, bankers will tell you; this is now, when 
economies of scope and scale matter more than ever before. 
When simply guarding against the Millennium Bug takes a 
healthy bite out of profits, and when maintaining the latest in 
information technology requires billions of dollars a year, 
there is no alternative to being very, very big. Perhaps they are 
right. Or perhaps, not for the first time, the world's leading 
financiers are mistaking size for profitability. 
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Going with the herd 


LEADERS 


Measles 894,134 (1941) 


Diphtheria — 206,939 (1921) 
Mumps 152,209 (1968) 612 
When it comes to public health, how far should governments compel Rubella 57,686 (1969) 161 


people to do what is good for others? 


M^S vaccination is without a doubt the greatest public- 

health triumph ofthe century. It has saved millions of 
lives, and prevented the crippling of countless others. As a 
result childhood diseases are, in the West, a rapidly fading 
memory. Even in poor countries, where they still persist, mass 
vaccination is among the cheapest and most effective ways to 
improve public health. 

Vaccines are also very safe. They are dispensed by the mil- 
lion, so side-effects would be easy to see if they existed. But no 
medicine can be entirely without risk. In a large population, a 
few people will have a rare, strong reaction to even the safest 
substance. Moreover, as a disease becomes vanishingly rare— 
as diseases like measles and whooping cough have in the 
West—it follows that adverse reactions to the vaccine, how- 
ever rare they in turn may be, will become more common 
than the disease itself. 


Dealing with defectors 


This presents à curious moral hazard, for the benefits of vac- 
cination are twofold. Besides directly protecting individuals 
from infection, a campaign of mass vaccination provides so- 
called "herd immunity". This is the level of immunity in the 
population above which an epidemic cannot start—a kind of 
firebreak for disease. Once that threshold is reached, the pos- 
sibility that people will *free-ride" becomes real. The unvacci- 
nated acquire the benefits of everyone else's immunity with- 
out taking even a minuscule risk. Indeed, when a disease is 
rare, the best (albeit unethical) strategy for parents is probably 
to campaign vigorously for the vaccination of other people's 
children, but not to vaccinate their own. 

This raises a serious problem for those interested in pub- 
lic health. The more distant the memories of the ravages of 
disease (and who now remembers the creeping terror of pa- 


Polio 21,269 (1952) 





ralysis from polio, or the deafness imposed by measles?) the 
more likely it is that even the whisper of a problem with a 
vaccine will scare people off (see page 75). Yet unless a disease 
has been eradicated from the world—and only one, smallpox, 
has so far gone—the risk of an epidemic can rise rapidly if the 
fraction of the unvaccinated falls even a little. 

Toseethe potential forharm, one need only look at Russia 
since the collapse of the Soviet Union. With the end of com- 
pulsory vaccination and the collapse of the health system, 
hundreds have died from diseases that were on the point of 
extinction there a decade ago. Given all this, and given that 
people who refuse vaccination put not just themselves at risk 
should they encounter infection, but others too, what are gov- 
ernments to do? Many, and not just totalitarian ones, make 
vaccination compulsory for at least some diseases. In several 
American states, for instance, parents must obtain special 
permission for their children to be exempted from vaccina- 
tion; otherwise the children are forbidden to attend school. 

There is a better way. Voluntary vaccination can be as ef- 
fective as compulsory vaccination at reducing the incidence 
of disease, as experience in Britain and Canada has shown. It 
has the added benefit of giving anti-vaccine campaigners less 
to latch on to. But one point is crucial. The continued success 
of voluntary mass vaccination depends on governments’ pro- 
viding accurate information about the risks and benefits. 
Above all, this means resisting the temptation to pretend that 
a vaccination is perfectly safe, when it is only extremely safe. 

Accurate information and peer pressure should do the 
trick. But if governments, bending the truth in a good cause, 
were to gain a reputation for dissembling on such matters, the 
prospects for successful voluntary vaccination would be 
damaged severely. And once that has happened, you can have 
public health or freedom, but not both. 





Helping Khatami 


Iran's reformist president needs practical western assistance if he is to 


compete with the country's supreme leader 


EW political power struggles are as distinct as the one now 

being waged in Iran. President Muhammad Khatami was 
enthusiastically elected last May by some 70% of voters be- 
cause they thought he would lead them towards a more de- 
cent, less restrictive and isolated society. But his efforts to do 
just that are being bitterly opposed by a powerful Islamic 
establishment intent on preserving the ideological status 
quo. The West clearly has an interest in Iran's reforming itself, 
hard though it may be to make much difference. 

Reports from our Tehran correspondent on pages 37 and 
38 illustrate both the sharpness of the power struggle and the 
depth of the gulf that still yawns between revolutionary Iran 
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and the West. The arrest of Tehran’s mayor, Gholam-Hossein 
Karbaschi, on April 4th is interpreted by most Iranians as a 
pre-emptive move by the conservatives to cut Mr Khatami 
down to size. Though it is true that there was corruption in 
municipal government—where in Iran is there not?—the 
compelling reason for singling him out seems to have been 
his closeness to the president, whom he helped to get elected. 

The difficulty for Iran’s would-be reformers is that the 
conservatives hold all the best cards. The top conservative, 
Iran's supreme leader, Ayatollah Ali Khamenei, has the final 
say on law and order (the judiciary, the police, the army), as 
well as on Iran's foreign relations. By comparison, Mr Kha- 
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tami is empty-handed. But he does still have public support, 
not unimportant in Iran's theocratic kaleidoscope of despo- 
tism and democracy. The question is whether he will keep 
this following ifhe fails to fulfil his reforming promise. 

Most Iranians would much prefer easier relations with 
the West, in particular with America. The West, in its turn, 
would benefit from a more open and relaxed Iran. On televi- 
sion in January, Mr Khatami made a tentative gesture to- 
wards the “American people". American officialdom picked 
this up, exploring whether Iran was ready to dip a toe into 
formal negotiation. It turns out that it is not, or at least Ayatol- 
lah Khamenei and his lot are not: they still recoil from the 
Great Satan. Yet there are issues that demand resolution. 


A basis for bargaining 

The Americans want to talk about Iran's alleged support for 
terrorism, sabotage of the Arab-Israeli peace process and nu- 
clear plans. The Iranians want to talk about America's eco- 
nomic sanctions which, while not stifling, make life harder 
and costlier, and the release of frozen Iranian assets. These 
two sets of complaints, or demands, provide the basis for a 
bargain. The snag is Mr Khatami's constitutional weakness: if 
he is to get to the bargaining table at all, he needs to be helped 
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there. If America wants to help him, which is almost certainly 
in its interest to do, the most direct way would be an offer on 
moderating or reinterpreting sanctions. Even dedicated con- 
servatives would then be hard put to veto talks. 

America now recognises that its *dual containment" pol- 
icy towards Iran and Iraq was a dud. It has not yet come up 
with a replacement. Meanwhile, the threat from Iran has 
largely evaporated. It is fast making friends with the Arab Gulf 
states, particularly Saudi Arabia. Whether it should be consid- 
ered a sponsor ofterrorism depends, partly, on whether Leba- 
non's Hizbullah movement is regarded as terrorist. Iran is no 
friend of Israel's but nor is it, at this time, a particular obstacle 
to the grounded peace process. There remains the justifiable 
fear that Iran might be planning to arm itself with nuclear 
weapons. Can it be stopped from doing this, as America ar- 
gues, by being starved of money? Not indefinitely. Another 
way would be to insist on more rigorous safeguards for its 
civilian nuclear-power programme, to prevent it turning 
military. 

To reach that negotiating stage, however, the West has to 
be generous enough to give Mr Khatami a stronger hand than 
he has now. He would probably deliver the goods if he could. 
But first he has to be buttressed with practical help. 





Religion, good and bad 


Those who take pride in their religious observance, whether at Easter services 
or celebrating the haj, may this week wish to ponder the company they keep 


O GERMANY'S treatment of Scientologists today is not, 

after all, quite like its treatment of the Jews in the 1930s. 
That was the claim made in a full-page advertisement in the 
International Herald Tribune last year, in which such celeb- 
rities as Goldie Hawn, Dustin Hoffman and Oliver Stone at- 
tacked Germany for its “shameful pattern of organised per- 
secution" of the Church of Scientology. Now an investigation 
carried out on behalf of the uN Commission on Human 
Rights pours appropriate scorn on this “meaningless and pu- 
erile" comparison, rebutting not just the accusations of Holly- 
wood's vigilantes but also the slightly less idiotic ones made 
by America's State Department. The United States, it must be 
remembered, having for 25 years regarded Scientology as a 
commercial enterprise, suddenly decided in 1993 that it was 
no such thing but eligible instead for the tax exemptions 
given to churches. These days it chastises Germany for being 
beastly to the godly Scientologists. 

And yet, however much one may sympathise with the Ger- 
mans for being sceptical about Scientology, it is hard to argue 
that it does not meet the dictionary definition of a religion— 
any system of belief in a higher unseen controlling power. Of 
course, Scientology tries to turn its followers' minds and part 
them from their money; of course, it will try to change their 
lives forever. But so do lots of religions. Scientology's founder, 
L. Ron Hubbard, taught that humans are clusters of spirits 
that were trapped in ice and banished to earth 75m years ago 
by Xenu, the ruler of the 76-planet Galactic Confederation. 
Some religions teach stranger things. Some Christians, for in- 
stance, teach that God created the world in a week. This week- 
end others will be eating bread and drinking wine in the be- 
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lief that these are Christ's body and blood. 

All right, you may say, Scientology may be a religion, but if 
so what about all the cults that meet the same dictionary defi- 
nition? Are the Branch Davidian, of Waco-massacre fame, 
and suicide-promoting Heaven's Gate, and metro-gassing 
Aum Shinrikyo, also to qualify as religions? Well, yes. They 
may direct their message at the weak and susceptible, but so 
doother religions. They may hold views that are offensive, but 
so do other religions (many are founded on a heresy). They 
may even promote violence, but violence is often the hand- 
maiden of strong religious belief. If you doubt it, go to Bosnia, 
or Northern Ireland, or the Middle East or countless other 
places where, even today, men fight their neighbours appar- 
ently irrationally. That is ethnic strife, you will be told, but in 
truth it is religious: Bosnians, whether Muslim or Orthodox, 
are ethnically identical; so are Ulster's Catholics and Protes- 
tants; Arabs and Jews alike are Semites. It is religion, not race, 
that fires them up. 

Awkward as it may be to admit, almost any old group of 
believers is logically eligible for religious status, even if their 
movement reeks of hatred, fraud or tax-evasion. If the practi- 
tioners call it religion, who is to gainsay them—just as who is 
to gainsay the creator who calls his creation art? Art is in the 
eye of the producer; religion is in the eye of the believer. 
Whether it is good religion or bad, however, is a judgment for 
others: the Americans evidently think Scientology good, the 
Germans have their doubts. Both are entitled to their views. 

In the end, God's judgment awaits. Meanwhile, godliness 
and goodliness are separated by more than a letter. 
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JAPAN ON THE BRINK 





Worse to come 


TOKYO 


Swathes of Japanese companies are insolvent in all but name. Many of them 


are going to go under 


HE invisible hand is giving Japan an al- 

mighty whack. First to feel the pain 
were the country’s banks. Having lent im- 
moderately large sums to just about anyone 
that wanted the money, they have been on 
the ropes ever since the collapse of stock 
and land prices earlier this decade. But an- 
other wave of casualties is coming, this 
time in the non-financial parts of Japan’s 
ailing economy. The implications for out- 
put and jobs are serious, more so than 
many Japanese yet understand. 

Up to now the country has been chiefly 
preoccupied with the unfolding financial 
mess, and this has indeed been bad 
enough. Last November the country nar- 
rowly avoided an outright collapse of con- 
fidence in its financial system. Such prob- 
lems are almost certain to resurface—but it 
is ever more clear that the problems go 
wider. Now that the country’s non-finan- 
cial companies are in deep trouble too, Ja- 
pan may be about to enter a vicious circle 
in which worries about the parlous state of 
its banks and its non-financial firms am- 
plify each other. 

The news gets worse by the day. On 
April 3rd, Moody’s, a credit-rating agency, 
said in effect that it was unsure whether Ja- 
pan deserved its top credit rating. For a 
country that runs a huge current-account 
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surplus and is by far the world’s biggest 
creditor nation, this seems, at first sight, 
Startling. But Moody’s was only saying 
what many already know: Japan’s econ- 
omy is in a horrible state. 

Anxious consumers are still curbing 
their spending; industrial production fell 
by 3.3% in February compared with the pre- 
vious month; and the latest tankan survey 
of business confidence by the Bank of Ja- 
pan, echoing a clutch of other surveys, was 
remorselessly awful. Corporate profits are 
Slumping. Alex Kinmont, a strategist at 
Morgan Stanley, expects manufacturing 
profits to fall by 30% during the current fi- 
nancial year and those of non-manufactur- 
ers by 20%, though he says his forecasts may 
be too optimistic. The country’s hugely 
bloated construction industry, which em- 
ploys 11% of the workforce, is in the deepest 
mess; but look around Japan’s corporate 
landscape and there is scarcely a bright 
spot to be seen. 

Understandably, other countries are in- 
creasingly worried about the dismal condi- 
tion of the rich world’s second-biggest 
economy. At a meeting in London between 
Asian and European leaders last weekend, 
Ryutaro Hashimoto, the Japanese prime 
minister, was roundly chided for failing to 
revive his country’s economy. Defensive in 


London, on returning to Tokyo he admit- 
ted that Japan faced its biggest economic 
crisis since 1945. Hints that the government 
will announce tax cuts and/or big new in- 
creases in public spending have been com- 
ing thick and fast. 

Looser fiscal policy would give the 
economy a badly needed short-term boost, 
but would fail to deal with a variety of 
deeper problems. In important respects, 
the country's problems are structural rather 
than cyclical. Simply stated, there are too 
many big, inefficient companies in almost 
every part of the economy. Many have sur- 
vived, burning shareholders' cash, thanks 
to a financial system that has long toler- 
ated—even encouraged—over-investment 
and over-borrowing in sectors that were 
never going to earn more than derisory re- 
turns. More recently they have been helped 
by the government's willingness to spend 
lots of money stoking demand, by the 
country's healthy exports, and by the Bank 
of Japan's super-loose monetary policy. 
That the economy has failed to respond 
shows how deep-seated the illness really is. 


Invest and die 


The problems for Japanese companies start 
and stop with the huge amount that they 
have invested over the years with little 
thought of profitability. At the peak, taking 
advantage of a surging stockmarket to raise 
cheap equity-linked debt, businesses in- 
vested almost 20% of Gpr in early 1990. In 
America, it was about half that. Bizarrely, 
the investment did not stop when the bub- 
ble burst: companies have taken advantage 
of record-low interest rates to invest even 
more. Encouraged by deregulation in re- 
tailing, for instance, retailers have in- 
creased their floor space by half since 1990. 

Apart from lots of unneeded factories 
and a surfeit of clothes shops, the result is a 
mountain of debt. Corporate sales have 
doubled since 1980 but debts have tripled. 
Taken as a whole, the manufacturing sector 
is not too indebted, but the debt-equity ra- 
tio for non-manufacturing companies 
(debt as a percentage of shareholders' 
funds, an inverse measure of a company's 
financial strength) is 159%, high by any 
standards. 

For the past few years, these debts have 
been manageable—thanks largely to the 
Bank of Japan’s lax monetary policy. In- 
deed, some 60% of the increase in overall 
company profits in the recovery that has 
just ended came from lower interest costs. 

Official interest rates are still low, but 
new borrowing is nonetheless more expen- 
sive: banks have started to raise the price of 
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their loans to reflect the greater risk of bank- 
ruptcy. Companies are getting into deeper 
trouble because the economy is on the 
skids. And the implicit guarantee of a com- 
pany's debts given by its main bank is 
worth much less than it used to be, because 
the banks themselves are in a mess. In addi- 
tion to all the bad loans that they had al- 
ready amassed, recession and the financial 
crisis in Asia are causing their good loan 
books to deteriorate rapidly. 

Quite how much more companies are 
having to pay is hard to gauge—banks keep 
this information to themselves. But a good 
idea can be gleaned from the rates at which 
companies are prepared, in ever increasing 
numbers, to borrow in the bond markets. 
Yields have shot up, particularly since 
Yamaichi, then Japan's fourth-largest stock- 
broker, and Hokkaido Takushoku, a big 
commercial bank, went bust last Novem- 
ber. Though the Bank of Japan flooded the 
financial system with liquidity to stave off 
a systemic collapse, and the government 
has promised squillions of yen to shore up 
troubled banks, those concerns have not 
gone away. 

Increased interest charges have come at 
a time when operating profits are falling 
fast. For manufacturers' profits, the rate of 
capacity utilisation is crucial: the lower it 
is, the higher the unit costs of every widget 
they make. Weak demand means that out- 
put and operating rates are falling sharply. 
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Since the ratio ofshipments-to-stocks is still 
ata ten-yearhigh, firms will have to cut out- 
put—and prices—still more. 

Bad enough, to be sure—but these aver- 
ages lump together the good and the bad, 
and the bad is turning very ugly. Many 
companies are in danger of going bust. The 
non-manufacturing sector is in the weakest 
state. Having spent so much on building 
shops which consumers are failing to pa- 
tronise, many retailers are in a bad way. 
Daiei, the biggest and most expansive, is 
also the worst off. 

Yet, for sheer awfulness, construction 
firms are in a league of their own, despite 
feeding at the trough of public works. The 
leading companies—Shimizu, Taisei and 
Obayashi—are merely revising profits fore- 
casts downwards (or declaring losses) as 
they write off overdue receivables, revalue 
or even sell off their land, slim their busi- 
nesses and fire workers. But some second- 
tier outfits (big firms, still) are teetering on 
the edge. Like Tada and Tokai Kogyo, which 
failed last year, most are deeply in hock to a 
single bank rather than to a handful of 
lenders. Kumagai Gumi is vulnerable, but 
Sumitomo Bank has promised to stand by 
it as it restructures. The fate of companies 
such as Fujita, JDC, Sato Kogyo, Aoki and 
Daikyo is in the hands of their banks. 

Lenders were keen to keep them afloat 
until the end of their financial year, for fear 
of turning more of the loans on their books 
bad. But a month into the new financial 
year another series of construction bank- 
ruptcies—bigger and scarier than last au- 
tumn’s—is looming, as stronger banks 
choose to pull the plug on firms with no 
prospect of recovery. 


Driven to destruction 

Much of Japan's manufacturing industry is 
struggling too. Of the big car companies, for 
example, Toyota and Honda stand as re- 
markable exceptions—they have probably 
just earned record profits. But the others— 
Mitsubishi Motors, Nissan and Mazda— 
are on their knees. Nissan may have just 
scraped a profit, but it has been in trouble 
for years. Both Mazda and Mitsubishi are 
losing money; their debts are huge. The up- 
shot is that the car industry as a whole is 
making enough (in operating and invest- 
ment income added together) to cover its 
interest costs six times over, but only be- 
cause Toyota and Honda are doing very 
well; Mazda’s interest cover is only 1.7, and 
Mitsubishi's is 0.9 (see chart). 

Weak sales of computers and domestic 
appliances at home coupled with tumbling 
prices of DRAM memory chips abroad have 
clobbered Japan's big electrical groups. All 
three of the country's electrical conglomer- 
ates—Hitachi, Toshiba and Mitsubishi 
Electric— have seen mounting losses in the 
brutally competitive DRAM market. This is 
the year that the three of them will have to 


focus ruthlessly—as Sony has done—on a 
handful ofhigh-growth sectors if they are to 
survive. None is "too big to fail" but the 
most vulnerable is clearly Mitsubishi Elec- 
tric. It lost Y70 billion ($570m) last year. 

The smokestack manufacturers, par- 
ticularly the steel companies, are in a 
dreadful hole. Though Nippon Steel, in 
particular, has restructured fairly dili- 
gently, all have been dealt a severe blow by 
falling demand for their high-quality steel 
from the car and electronics industries at 
home and from buyers elsewhere in Asia, 
themselves reeling under their own trou- 
bles. Meanwhile their arch rival, South Ko- 
rea’s Posco, has been given a big competi- 
tive boost by the devaluation of the won. 
The stockmarket fears that two at least— 
Kobe Steel and NKK—may fail to survive. 

Oil companies are in a similar bind. 
They pump almost no oil out of the ground 
and rely for their profits on refining and 
distributing the stuff. They are bad at both. 
Long protected by regulation, they have 
failed to keep their costs under control. On 
top of that, deregulation—which is allow- 
ing more imports of petroleum products 
and, from April ist, the introduction of self- 
service petrol stations—is causing pain. So 
dearly were banks and financial markets 
going to charge the oil companies for new 
borrowing that in March the government 
had to step in to lend them more cash. The 
markets are most worried about the pri- 
vately owned Idemitsu Kosan and two 
other big firms: Cosmo and Mitsubishi Oil. 

Japan's experiences are salutary for 
those who think that investment should be 
encouraged at all costs, or that bureaucrats 
are better at allocating resources than mar- 
kets. Some pundits used to claim that Japa- 
nese companies could build long-term 
profitability—in contrast to American com- 
panies, ever at the mercy of quarterly re- 
sults. So much for that theory. 

Japanese companies have never cared 
much about profitability, long-term or any- 
term. At 4.4%, the return on equity of the 
non-financial companies listed on the To- 
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kyo Stock Exchange is dreadful by any stan- 
dards, and has been falling for years. Many 
companies claim now that they want to in- 
crease returns, but they have done almost 
nothing that involves any pain (notably, 
sacking people) The chairman of 
Mitsubishi Heavy Industries, Japan’s larg- 
est maker of heavy machinery, probably 
spoke for many company bosses when he 
said recently that “profit maximisation is 
inappropriate for manufacturing indus- 
try”. Increasing market share and keeping 


people employed has always been, and re- 
mains, the higher priority. 


Markets and messages 


Japanese companies concentrated on in- 
vestment not profits because the financial 
system and the tax regime encouraged 
them to do just that. Efficient capital mar- 
kets have never been allowed to develop. 
Markets send embarrassing messages 
about how, where and at what price capital 
should be allocated—best to ignore them, 
Japan used to think. Though the Tokyo 
Stock Exchange looks like a normal stock- 
market, it isn’t. Above all, it is not a market 
in corporate control. Cross-shareholdings 
have made that almost impossible. Unprof- 
itable companies, the ones that squander 
capital, cannot be taken over. 

The main suppliers of capital, the 
banks, have also been remarkably uncon- 
cerned that their money be put to good use. 
Banks were big shareholders in the compa- 
nies they lent to; and they did not worry (as 
banks do in other countries) that their big 
debtors might go bust. A company’s main 
bank implicitly guaranteed its debts. Lend- 
ing was collateralised, mainly by land. 
Bankruptcies among big firms were rare. 

The corporate tax system must also 
shoulder some of the blame. Companies’ 
effective tax rate—especially for smaller 
ones, with little scope for sheltering their 
profits—hovers at just over 50% in Japan, 
compared with 41% in America. Trying to 
shield profits from so large a tax bite has led 
to all manner of corporate abuses. One of 
the worst has been the urge by manage- 
ment to depreciate assets as fast as possible 
irrespective of their useful life. 

The results of all this—bad investment 
on a breathtaking scale—are only now be- 
coming plain. How much worse might 
things get? Consumer sentiment was hit 
hard enough by the collapse of middling 
companies. The failure of a big one would 
almost certainly knock it for six. That 
would put still further pressure on compa- 
nies to slash output and prices in order to 
get rid of the mountains of unsold goods 
now cluttering stores and showrooms. 

Such a failure is becoming more likely 
thanks to a number of changes about to be 
introduced. The first is in Japanese ac- 
counting, which is about to become more 
revealing. Like America, Japan is moving 
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towards adopting International Account- 
ing Standards (1AS). Starting next April, Jap- 
anese companies will have to produce full 
consolidated accounts—something pro- 
vided now by only a few of the healthiest. 

At present Japanese accounts are, to a 
greater extent than elsewhere, bottom-up 
affairs: firms decide what profit they want 
to report and then fill in the numbers ac- 
cordingly. Losses that threaten the final fig- 
ure can be covered by cashing hidden re- 
serves; embarrassing surpluses (rare at the 
best of times) can be allocated to “research 
and development”. In a country where 
shareholders are an afterthought, account- 
ing methods have evolved to render profit, 
or lack of it, somewhat meaningless. 

One of the worst aspects of Japanese ac- 
counts is their treatment of subsidiaries. 
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These are left off the parent company’s ac- 
counts if its shareholding is less than 50%. 
As long as they own less than that, parent 
companies in Japan can hide ugly things 
from tax inspectors. Next years introduc- 
tion of consolidated accounting will force 
companies to take on to their books subsid- 
iaries in which they have effective control, 
even though they may have only a minority 
stake. At the same time, they will have to 
adopt marked-to-market valuations for all 
their tradable securities, putting an end to 
the hidden-reserves era of corporate ac- 
counting. Together, these changes will force 
companies to reveal unpleasant truths. 
The second change is that, in return for 
agreeing to a reduction in the corporate tax 
rate, the Ministry of Finance is closing a 
number of loopholes. One of these is likely 
to be the *completion method" of account- 
ing used by construction firms to put off 
paying their taxes. Japanese builders defer 
the recognition of profits until a construc- 
tion project is completed, expensing every- 
thing up front. They pay their taxes eventu- 
ally, but they gain in the meantime from an 
inflated cashflow. Under the coming re- 
forms, construction firms will have to 
match their expenses and revenues more 
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closely. That will put even greater strain on 
their already depleted resources. 

But the biggest time-bomb hidden in 
Japanese accounts is the horrifying amount 
of unfunded pension obligations that have 
been piling up and now threaten to topple 
many firms. This is happening just as the 
greying of Japan’s population gathers pace. 
According to Timothy Marable, an analyst 
at UBS Securities in Tokyo, the pension-li- 
ability figure that (sometimes) appears in 
the company’s accounts is the legal mini- 
mum, not the actuarial liability. In a study 
of 26 blue-chip Japanese firms which do 
their accounts the American way, Mr 
Marable found that, on average, the assets 
in their pension funds covered only 60% of 
the projected benefits. Making matters 
worse, some of the firms had chosen im- 
plausible discount rates (with the effect of 
reducing their estimated liabilities), 

The most vulnerable was Tokio Marine 
& Fire Insurance, which had the lowest ra- 
tio of assets to liabilities (0.4) and had used 
the highest discount rate (5.5%) of the group. 
Those with below-average solvency ratios 
included household names such as 
Komatsu, Mitsubishi Electric, Mitsui, 
Toshiba, Sony and Fuji Photo. Only the gi- 
ant supermarket operator, Ito-Yokado, 
came close to having a fully-funded pen- 
sion plan. And note that this is the situation 
among companies that have already 
adopted proper accounting methods, 
These are unlikely to be the worst cases. 


The going rate 

Pressure to change is sure to mount further. 
No longer able to rely on tame banks for 
cheap capital, companies will have to turn 
increasingly to the capital markets. But in- 
vestors—Japanese and foreign—will re- 
quire higher returns and greater transpar- 
ency if they are to invest. Japan is turning 
from an economy where capital is abnor- 
mally cheap into one where it costs what 
financial markets dictate. 

Many companies simply cannot afford 
to pay that rate, and will go to the wall. Over 
the next few years, bankruptcy rates, al- 
ready at an all-time high, will climb higher 
still. Unemployment could easily double 
from today’s 3.6%. 

To survive, companies will have to do 
the unthinkable. They will have to merge. 
They will have to sack surplus workers. 
They may have to seek salvation—could it 
really come to this?—in the arms of foreign 
firms. Right now, corporate Japan and the 
Japanese government would both find it 
wholly unacceptable for, say, Volkswagen 
to acquire Nissan, or General Electric to 
buy Toshiba. After a string of dramatic fail- 
ures, such acquisitions may come to be 
seen as necessary and even desirable. That 
would mark the final demise of the Japan 
Inc way of doing business. 
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Seeking peace 


EN 


Northern Ireland's peace 
talks entered their final 
phase, as the British and Irish 
governments struggled to get 
the various factions to agree 
on a blueprint for peace be- 
fore an Easter deadline. 


France and Britain ratified a 
treaty banning the testing of 
nuclear weapons, the first 
nuclear-armed countries to 
do so. 


The French government de- 
nied reports that Wim Duis- 
enberg, the Dutchman who 
runs the European Monetary 
Institute, will become the 
head of the European Central 
Bank and will serve a full 
eight years in the job. The 
French say their own central 
bank’s head, Jean-Claude 
Trichet, is still in the running. 


Boris Berezovsky, perhaps 
Russia’s most powerful ty- 
coon, said he would support 
Viktor Chernomyrdin, re- 
cently sacked as prime minis- 
ter, when he runs for presi- 
dent in 2000. 


At least 63 Ukrainians died 
in an accident in a coal mine 
in Donetsk. 


In Georgia, five supporters of 
a former president, the late 
Zviad Gamsakhurdia, were 
killed in an attack on a fu- 
neral march. In February, the 
current president, Edward 
Shevardnadze, survived an 
assassination attempt. 








16 


| 
| 








a a S 


APRIL 11TH 1998 


"cm POLITICS THIS WEEK 


Tension rose between Russia 
and Latvia after a bomb ex- 
ploded near the Russian em- 
bassy in Riga. President Yelt- 
sin proposed diverting 
Russian oil exports away 
from Latvian ports. Russia 
says civil rights are denied to 
Latvia's large Russian-speak- 
ing immigrant population. 


The leaders of Serbia's sepa- 
ratist province of Kosovo 


_ boycotted talks with Serbia's 


president, saying they would 
negotiate only under interna- 
tional mediation. Serbia, 
which opposes mediation, 


| said it would hold a referen- 


dum on the issue. 


There was sympathy for East 


| Asian leaders at the second 
| annual Europe-Asia meet- 





| 


| 


ing in London, but no extra 
money to help them cope 
with the region’s economic 
crisis, beyond what Europe al- 
ready contributes to the IMF. 


No peace in sight 





Claiming that it was dissi- 
dent members of Hamas’s 
military wing who killed a 


| Hamas bomb maker in 


Ramallah last week, not Israe- 
lis, the Palestinian Authority 
arrested five Hamas activists. 
Hamas rejected the PA's find- 
ing, claiming that confessions 
had been extracted by torture. 
It continued to threaten re- 
venge against Israel. 


Karbaschi, Tehran's mayor, 
on charges of corruption 
polarised Iran's establish- 
ment. Some believe that his 
real crime was his closeness 
to the reformist president. 





| General Georg Meiring, head 


of South Africa's defence 
forces, resigned under pres- 
sure after a judicial inquiry 
found that his recent allega- 
tions of a coup plot were 
groundless. 


Bombs in two hotels in Ugan- 
da's capital, Kampala, killed 
four people. The government 
blamed the country's Sudan- 
backed rebels for them. 


War-like 


Pakistan successfully tested a 
surface-to-surface missile 


| with a range of 1,500km (930 





| 





| 
| Ed 


The arrest of Gholam-Hossein 


miles). India said in response 
that it had a missile that 
could reach anywhere in Pa- 
kistan. The United States said 
it was investigating whether 
China had helped Pakistan to 
make the missile. 


For the first time since 1994, 
North Korea agreed to direct 
talks with South Korea. Talks 
had been broken off after the 
South declined to express re- 
grets for the death of the 
North's leader, Kim Il Sung. 


As part of a new agreement 
with the IMF, Indonesia 
closed seven troubled banks 
and placed seven others un- 
der official supervision. 


Australia was edging towards 
an early general election as a 

bill limiting aborigine land 
rights faced defeat in the fed- 
eral Parliament. 
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A court blocked for a week an 


| anti-union move to sack 


about 1,400 dockers at Aus- 
tralia's ports. 


a 
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Down to business 





President Clinton, in bouncy 
mood after the dismissal of 
the Paula Jones case, went to 
Kansas City to take part in 


| the first of several “national 


forums” to discuss the future 
of Social Security, the federal 
pensions system. 


In response to the Arkansas 
school shootings, Mr Clinton 
announced a permanent ban 
on the import of 58 different 
kinds of assault weapons. 


Leaders from North and 
South America prepared for a 
34-country summit in San- 
tiago. They will talk about 
education, poverty, democ- 
racy and drugs. They will for- 
mally launch negotiations on 
a free-trade area of the Ameri- 
cas, but without the fanfare 
once foreseen: Bill Clinton 
still lacks fast-track authority. 


Colombia's second-largest 
guerrilla movement, the ELN, 
revealed that its leader, Ma- 
nuel Perez, had died (in Feb- 
ruary) of hepatitis. Spanish- 
born, he was once a priest. 


Brazil's coalition parties re- 
acted uneasily to an extensive 
pre-electoral cabinet shuffle, 
but found something in it for 
all their needs. Not for Bra- 
zil’s, said critics. 


A general strike in Bolivia 
went into its second week. 
Few workers were taking part, 
but some main roads were re- 
peatedly blocked, and seven 
people died in clashes with 
the police. 
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Group announced a $160 bil- 
lion merger, the biggest ever 
by a wide margin, to create a 
worldwide financial-services 
giant with operations ranging 
from credit cards and bank- 
ing (retail, investment, pri- 
vate) to fund management 
and insurance. The proposed 
merger takes a swing at Amer- 
ica's geriatric Glass-Steagall 
act, which keeps financial ser- 
vices separated. It propelled 
the Dow Jones Industrial Av- 
erage briefly to a new high. 


And that's not all. Conseco, 
an American insurance 
group, offered around $7 bil- 
lion for Green Tree Financial, 
big in mobile-home finance. 
Household International, à 
credit-card company, agreed 
to buy Beneficial Corpora- 
tion, another consumer-fi- 
nance firm, in a deal worth 
$8.6 billion. And Blackstone, 
an American investment 
group, bought Savoy, owner 
of some posh hotels, for 
£520m ($867m). Merger ma- 
nia is back. 


MATIF, the French derivatives 
exchange, began electronic 
trading in tandem with 
physical trading on some of 
its big contracts, and expects 
computers to take over from 
pit-traders— particularly those 
on strike. The Sydney Futures 
Exchange said it would be- 
come fully electronic in 
March 1999, subject to ap- 
proval. The move puts both 
exchanges a step ahead of 
London's LIFFE. 


——————————————— eS —— € CE 


THE ECONOMIST APRIL 11TH 1998 


A 2 


o 


One of Europe's smaller stock 
exchanges, Vienna, is to form 
a joint venture with Frankfurt 
to trade Central and East Eu- 
ropean shares. 


Silver prices fell on rumours 
that Warren Buffett's Berk- 
shire Hathaway investment 
company has sold a third of 
its stock. News in February 
that Berkshire had accumu- 
lated more than 4,000 tonnes 
of the metal had carried 
prices to a ten-year high. 





Miami-based Carnival, 
whose vast liners take vast 
numbers of Americans cruis- 
ing every year, is adding the 
luxurious QE2 to its fleet. It 
will be the second time the 
ship has changed hands in 
two years. Carnival is the lead 
partner in a group of inves- 
tors paying $500m for the di- 
minished Cunard line, also 
based in Miami. 


A treatment to help prevent 
breast cancer was an- 
nounced. Tests have indi- 
cated that Tamoxifen, which 
has been used for years to 
control the cancer, reduces 
the chance of developing it in 
the first place by 45%. Shares 
in Zeneca, the British firm 
that makes the drug, initially 
rose but then fell when it be- 
came clear that Zeneca's pat- 
ent on the drug has already 
run out in Europe and runs 
out in America in 2002. 


A Dutch chemicals group, 
Akzo Nobel, confirmed it 
was in talks to buy for 
around £1.8 billion ($3 bil- 
lion) Britain's Courtaulds, a 
world leader in paints and 
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coatings which recently an- 
nounced a restructuring. 


Russia's biggest company, 
Unified Energy Systems, 
which runs the country's elec- 
tricity grid and which has 
been a battleground for com- 
munists versus reformers, has 
a new reform-minded board. 
It includes Anatoly Chubais, 
who was first deputy prime 
minister until Boris Yeltsin 
sacked him last month. 


The Spanish government an- 
nounced Spain's biggest ever 
share offer when it said 
Endesa, a power-generation 
group, would be fully 
privatised in one final stage 
in May or June. 


Between them, Rouse Co and 
Westfield America are buying 
20 shopping malls from 
TrizecHahn for $2.55 billion. 
Rouse, which is buying seven 
of the malls, will become 
America’s second-largest mall 
owner (Simon DeBartolo 
Group is the biggest) and 
Westfield, which is buying 13, 
will become the third-largest. 


Générale des Eaux shed a 
name redolent of water utili- 
ties in favour of Vivendi. Its 
shares soared after the French 
company, whose interests run 
to media and construction, 
said profits next year would 
be far better than expected. 


In a move to challenge Intel, 
National Semiconductor 
said it is developing a new 
chip that could reduce the 
price of a pc to less than 
$400 next year. Advanced 
Micro Devices, another chip 
maker, announced a bigger 
than expected loss in its first 
quarter, but promised things 
will improve. Sony and 
Microsoft said they would 
co-operate to develop new 
consumer-electronics 
products. 


Xerox announced a restruc- 
turing that will cut 9,000 jobs 


"uy 


(about 1096 of the office- 
equipment giant's worldwide 
workforce), close or consoli- 
date some facilities and 
streamline operations to save 
$1 billion a year. 


BMW said it would not in- 
crease its £340m ($570m) bid 
for Rolls-Royce Motor Cars 
after Volkswagen offered 
more. Vickers, the British en- 
gineering company selling 
Rolls-Royce, has accepted 
BMW’s bid in principle and is 
in a month-long negotiating 
period with that German car 
maker, but Vickers shares rose 
on hopes of a bidding war. 


Slowing 





The OEcD has shaved its fore- 
cast for average growth in its 
member countries to around 
2.5% in 1998 and 1999. Ja- 
pan's GDP is expected to con- 
tract this year for the first 
time since the oil-price shock 
of the early 19705, but both 
America and the European 
Union are projected to ex- 
pand by a reasonably brisk 
2.7%. However, as a result of 
the slump in Japan and the 
rest of East Asia, America's 
current-account deficit is 
likely to swell to almost $250 
billion by 1999—double its 
size in 1995. 


Stung by worldwide criticism, 
Ryutaro Hashimoto, the Japa- 
nese prime minister, prom- 
ised strong measures to pull 
Japan out of the mire. Stan- 
ley Fischer of the 1Mr called 
for tax-cuts. It remains un- 
clear whether the government 
will deliver any. 
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| The Leadership Programme for Serving Headteachers 


Appointment of National Training Providers 






The Teacher Training Agency is developing, on behalf of the Government, a 
leading edge programme designed to get the very best out of experienced 
headteachers. Its purpose is to secure for all participating headteachers further 
improvements in their leadership and in the quality of education and standards of | 
achievement in their schools 


The TTA's lead contractor and partner in this exciting development is 
Hay/McBer, working in partnership with the Open University and the National 
Association for Headteachers 


| The TTA is now looking for up to ten training providers of the highest quality 
able to deliver the programme nationally to headteachers from the full range of 
schools. If you are able to demonstrate an outstanding track record in leadership 
and management training and development, using expertise from inside and 
outside education, we invite you to bid for a contract to run this innovative 
programme for the most discerning and important group of leaders in today’s 
society 


All those involved in the training will be required themselves to be trained and 
assessed by Hay/McBer in summer 1998 to ensure national consistency and 
quality when they begin to deliver the programme from autumn 1998 





Further details can be obtained from: 
| Susan Walcott, Contracts Team, TTA, Portland House, 
| Stag Place, London SWIE STT. 
| Tel: 0171 925 3822 Fax: 0171 925 3808 
Email to walcotts(a teach-tta.gov.uk 





The closing date for submission of tenders is Tuesday 12 May 1998 











An MBA can be truly different 


At THESEUS we work hard at making 
our MBA a really special program through 
an innovative and creative approach to 
management in the Information Age. 


The THESEUS MBA program appeals to 

>t | entrepreneurial professionals eager to 

E EE master the complexities of innovation, 
strategy, information and technology. 


A S This unique one-year experience will take 

ae ae you beyond the conventional path and 
b Vere towards a true reflection upon the 

m 4 ES challenges faced by managers in a world 
e 5 l i. 2-22 of increasingly global competition and 


constantly evolving technologies. 


$9 Our dynamic environment and far-reaching 
curriculum geared towards reflection and 
action make the THESEUS MBA a truly 
different MBA. 





THESEUS INSTITUTE 
Rue Albert Einstein, BP 169 
06903 Sophia Antipolis cedex, France 





^" 4 Tel: +33 (0) 4 92 94 51 00 
je ud ZEE Fax: +33 (0) 4 93 65 38 37 
llt os Pee 2a A e-mail: info@theseus.fr 


http://www.theseus.fr 
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What can the EU-Japan Centre for Industrial Cooperation offer you? 


* Are you about to be transferred to Japan or somewhere else in Asia? 

* Are you considering venturing into the Japanese or another Asian market? 

* Do you wish to broaden your understanding of the Japanese market? 

* Do you need a better understanding of your Japanese partners or competitors? 
Do you need to learn more about management practices and technological 
developments in Japan? 


"Training programmes in Japan for EU managers" 


1) “Market & Product Strategy” to analyse various ways in which Japanese 
firms develop innovative ideas into marketable products 
Next session: 6-16 July 1998 Final application date; 15 May 1998 


2) “Meet Asia in Japan” to increase European industries’ effectiveness in their 
effort to penetrate into Asian markets. This programme takes place both in 
Japan and Singapore. Next session: 9-19 Navember 1998 
Final application date: 30 September 1998 


Additionally: “HRTP-Japan Industry Insight" (January-March 1999, 
application deadline 30/10/98). *Challenge Towards World Class Manufacturing" 
(2 weeks, April 1999, application deadline 15/02/99), *Vulcanus (I, H, HD" 
traineeships in Europe and Japan for students and young executives. 


The EU-Japan Centre covers all costs directly related to the programme 
Applicants must be sponsored by their company which is to cover travel costs and 
living expenses in Tokyo estimated at around 1000 ECUs per week 


For further information, please contact the 
EU-Japan Centre for Industrial Cooperation 
52 rue Marie de Bourgogne, 1000 Brussels, Belgium 
Tel. +32.2.282 00 40/43 Fax. +32.2.282 00 45 
E-mail: office@eujapan.com 
Homepage: http://www.gmd.de/EU Japan/ 





REAL WORLD 


FACULTY 


AL WORLD 


EXPERIENCI 


REAL WORLD 
SOLUTIONS 


Toll-free within U.S.: 
(800) 311-6364 


PENN STATE 


Outside U.S.: 
(814) 865-3435 





PROGRAMS 


Fax: (814) 865-3372 
E-Mail: psep@psu.edu 


Web Site: http://www. 


smeal.psu.edu/psep 





Suharto ind Habibie, the old combination jj 


Java's uneasy riders 


JAKARTA 


Indonesia may have won itself a new deal with the IMF to bail out its battered 
economy. But will it backpedal once again? 


A" ER three weeks of tough negotiations, 
Indonesia reached an agreement with 
the IMF this week on a programme of eco- 
nomic reforms that would allow the re- 
sumption of disbursements from a rescue 
package worth $43 billion. Payments had 
been suspended since President Suharto 
and his government brazenly broke the 
terms of two earlier agreements. The deal is 
probably the last chance for Mr Suharto 
and the cronies he has now appointed to 
his cabinet. Together they have to convince 
the world that it is their intention to restore 
Indonesia’s fortunes and not just their 
own. With most international investors al- 
ready having deserted the country, this is 
the last lifeline they are likely to be thrown. 

Mr Suharto had been playing a danger- 
ous game of brinkmanship with the imF to 
obtain easier terms for Indonesia than 
those agreed to by South Korea and Thai- 
land, both of which have been praised for 
getting on with their reform programmes. 
Mr Suharto called the ımFs bluff, with 
some of his officials threatening to walk 
away from the Fund and let Indonesia suf- 
fer the consequences of international isola- 
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tion. Indonesia was able to do this because 
it provokes such international concern: it is 
a huge country with 200m people and sim- 
mers with ethnic tensions. Riots have also 
recently broken out over rising food and 
fuel prices. With its currency now worth 
only a quarter of its value nine months ago, 
most firms are technically bust and the 
banking system is teetering. 

On April 8th, Ginandjar Kartasasmita, 
the minister in charge of Indonesia’s econ- 
omy, said the new agreement did not “de- 
viate" from earlier imF terms. Nevertheless, 
there will be some relief. Mr Ginandjar said 
the government would be allowed to con- 
tinue subsidising basic foods, though subsi- 
dies on certain items would be phased out 
from October. The price of fuel will be 
raised only gradually. Mr Ginandjar also 
promised the introduction of new bank- 
ruptcy laws and a “competition” policy for 
companies. He denied that the government 
had purposely broken previous agree- 
ments with the IMF. Such suggestions were 
based on a “misunderstanding”, he said. 

The new agreement is supposed to sta- 
bilise the value of the currency, the rupiah, 





and contain inflation. The government 
Says it expects Indonesia’s economy to con- 
tract by 4% this financial year. Its inflation 
target is a modest 17%. If so, Indonesia 
should count itself lucky. Some analysts ex- 
pect the economy to shrink by around 15% 
and inflation to soar to 50-75%. 

Stanley Fischer, the IMFs deputy man- 
aging director, says specific deadlines have 
been set to make sure that Indonesia imple- 
ments the reforms. “There are clear ways of 
monitoring and ensuring that there will be 
no disputes,” he adds. Even so, there are 
plenty of doubts about the new cabinet, 
which includes Mr Suharto's eldest daugh- 
ter, Siti Hardiyanti Rukmana, who is also 
the country’s leading businesswoman; Mo- 
hamad “Bob” Hassan, a golfing buddy and 
business partner of the president; and Bu- 
charuddin Jusuf Habibie, a lifelong presi- 
dential protégé and a champion of costly 
state-run projects. 

Jean-Michel Severino, the World Bank's 
chief for East Asia, admits the cabinet has a 
"reputation" problem. “We will judge 
them by the facts," he says. "Negotiations 
are the easy part and the government has to 
convince a sceptical world that it is com- 
mitted to the stabilisation programme.” 

Nevertheless, both the 1Mr and the 
World Bank have been encouraged by the 
closure this week of seven banks, along 
with seven more placed under the care of a 
bank-restructuring body (see page 71). The 
IMF also hopes agreements will be reached 
over the $74 billion in foreign debt owed 
by Indonesian companies. It has been anx- 
ious to keep this private debt separate from 
the main agreement because it does not 
want IMF money used to bail firms out. 

Indonesia may follow Mexico's 1983 
Ficorca plan, in which foreign banks of 
fered companies extended periods to repay 
their loans. Companies might be allowed 
to make repayments in local currencies at a 
subsidised exchange rate into a state- 
owned trust fund, which would eventually 
repay the banks. A meeting to discuss the 
idea is to be held in New York this month. 

There is no guarantee that a Mexican- 
style debt agreement would work in Indo- 
nesia, any more than there is that MrSuhar- 
to and his ministers would stick to the 
rules. Unlike Thailand and South Korea, 
where governments are democratically 
elected, Indonesia has been ruled for 32 
years by a man determined to brook no op- 
position. Mr Suharto has thus proved that, 
if you are big enough and deep enough in 
debt, it is not you but your creditors who 
really have something to worry about. 
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ASIA 
South Korea 


A president spooked 


SEOUL 


Amid the prospect of direct talks with the hermit kingdom to the north, South 
Korea is gripped by political turmoil and a spy scandal 


IM DAE JUNG, the new president of 

South Korea, returned home this week 
from the Asia-Europe meeting in London 
with plenty to be pleased about. Not only 
was he praised for his efforts to reform the 
country’s economy, which he hopes will 
make a rebound next year, but there 
seemed to be a thaw in relations with Sta- 
linist North Korea. The northerners sent a 
surprise invitation via the Red Cross to 
hold talks in Beijing on April 11th. This will 
be the first direct meeting between the two 
Koreas since “Great Leader" Kim II Sung 
died in 1994. 

North Korea’s food crisis is getting ever 
more dire, and with depleted grain stocks 
its 23m famine-stricken people desperately 
need more food aid. The North also wants 
the South to supply 200,000 tonnes of fer- 
tiliser. Its pleas may be designed to test Mr 
Kim's administration, which has been 
more open to the North since it took over in 
February. It has offered to help improve the 
North's agriculture and reunite families 
separated since the Korean war ended in 
1953 in a truce, but with no peace treaty. 

Though this seems to bode well for Mr 
Kim, trouble could be in store. Despite his 
optimism about the economy, South Korea 
remains in a mess. If the North were to col- 
lapse, the South could not cope with unifi- 
cation without massive help. The South's 
plight, of course, gives the North one more 
prop to help keep its regime going. 

It may be a long time, if ever, before 
South Korea is strong enough to face unifi- 
cation unaided. Since last December, when 
South Korea turned to the 1Mr for a $58 bil- 
lion bail-out, more than 10,000 cash- 
strapped firms have gone bust. Unemploy- 
ment is expected to soar from below 3% to 
almost 10% this year. Providing the jobless 
with some sort of safety net has become Mr 
Kim's main task at home. 

After much delay, the National Assem- 
bly has approved his plan to spend some 6 
trillion won ($4.3 billion) on retraining 
and welfare provisions for the unem- 
ployed. The trouble is, one-fifth of the fund 
will be financed by cutting civil servants' 
salaries by as much as 20%, and this is fo- 
menting a disruptive bureaucracy. 

Mr Kim also runs a minority coalition 
facing a hostile parliament. So far, his deal- 
ings with the majority Grand National 
Party have been like a boxing match; rival 
politicians have exchanged real punches. 
And the Grand National Party still refuses 
to confirm Mr Kim's choice of prime minis- 
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ter, who is also the leader of the United Lib- 
eral Democrats (ULD), the party on which 
Mr Kim relied for support to win last De- 
cember’s election. 

Mr Kim seemed to gain ground when a 
scandal involving the country’s secret ser- 
vice threw the opposition on the defensive. 
A former chief of the Agency for National 
Security Planning admitted that press con- 
ferences had been stage-managed during 
the election in an attempt to discredit Mr 
Kim as pro-North Korean. 

Revelations about the smear campaign, 
known as the “north wind”, could have se- 
riously damaged the Grand National Party. 
But then secret documents were leaked to 
the press allegedly showing a number of 
politicians, including several from Mr 
Kim’s National Congress for New Politics 
(NCNP), were in close contact with North 
Korea during the election. Under South Ko- 
rea's strict national-security law, any unau- 


China and Hong Kong 


thorised contact with the North is illegal. 

Mr Kim claims the reports are “twisted” 
and “fabricated”, but the row is not dying 
down. For one thing, the scandal has re- 
sulted in the local station chief of America’s 
CIA giving warning that America might 
stop sharing intelligence with South Korea. 

This has handed the ULD, untainted by 
the scandal, a chance to boost its own 
standing. It has persuaded two MPs to de- 
fect from the Grand National Party and 
join its ranks. A dozen or so others may fol- 
low them. In a by-election on April 2nd, the 
Grand National Party won all four seats in 
its stronghold in the south-east, confirming 
that deep-rooted regional animosities re- 
main against Mr Kim. Nevertheless, the 
party is still worried enough to threaten to 
end all co-operation with Mr Kim's govern- 
ment unless his supporters immediately 
stop their efforts to get its MPs to defect. 

Mr Kim's NCNP, which holds 79 seats in 
the 299-member National Assembly, might 
bring another minority party (with eight 
seats) into its coalition. Its ULD partner now 
has 45. But the Grand National Party would 
still dominate with 159 seats, and its sup- 
port remains crucial for pushing through 
reforms. While his political base remains 
weak, the north wind could give Mr Kim à 
nasty chill. 





Above the law on a barren rock 


HONG KONG 


HEN Hong Kong's carefully picked 
“provisional” legislature was sworn 
in last July, replacing the elected one that 
China deemed unacceptable, the easy pre- 
diction was that it would be the poodle of 
the new chief executive, Tung Chee-hwa, 


and even of Beijing. For much of its life that 
judgment proved a little harsh. The legisla- 
ture found a role for itself echoing commu- 
nity concerns, sometimes overturning gov- 
ernment proposals. Many of its members, 
after all, face elections (admittedly, of a 
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Heavy breathing in China 


BEIJING 


| S THERE revolution in the air? A recent 
| A appeal called on Beijing's “masses” to 
| "implement vigorously their rights of 
participation and supervision". Lest any- 
one doubt that this was meant to stir 
things up, the commentator mischievou- 
. sly signed off as "Pandora". But this was 
no pamphlet distributed samizdat-style. 





Rather, it was an item on page one of the 
state-run Beijing Youth Daily, comment- 
| ing on the first publication of a weekly 
| air-quality report. 

Beijing’s residents have known for 
years that their air is foul. Some wear 
white face masks to filter it, many develop 

| respiratory problems because of it, and 

| nearly all complain about it. The rest of 

the world knows all about it too. Beijing 
has appeared at or near the top of several 

surveys of polluted cities conducted in re- 
cent years by the World Bank and the 
World Health Organisation. 

Yet officials have been reluctant to dis- 
| cuss the problem openly. Even as 27 other 
_ Chinese cities last year began issuing re- 
| ports on their air quality, Beijing kept 
| mum. Bad news, it was thought, would 

discourage foreign investment and sully 
the image of the capital. 

Officials have been trying to solve the 
problem. Leaded petrol has been banned 


complicated and indirect sort) on May 
24th, and have been keen to show a popu- 
list streak. Still, on April 7th, the eve of its 
dissolution, the poodle reverted to form. 

Rolling on its back, the legislature con- 
nived in an attempt by Mr Tung's adminis- 
tration to slip through legislation that 
places mainland Communist organisa- 
tions in Hong Kong above the law. Hong 
Kong's respected Bar Association, demo- 
cratic politicians and human-rights groups 
were alarmed. Eminent lawyers de- 
nounced the legislation as the biggest 
threat to Hong Kong's autonomy since its 
return to China. Martin Lee, chairman of 
the Democratic Party, describes it as 
“yanking the carpet from under the legal 
system in Hong Kong". 

The passionate debate about how best 
to defend Hong Kong's way of life has 
mostly been fought at the level of eye-glaz- 
ing technicalities of law. In essence, China 
promised that Hong Kong's system of com- 
mon law would continue unmolested after 
it took over. Indeed the law, backed by an 
independent judiciary, would be the main 
bulwark against both political interference 
by the mainland and the mainland's own 
shabby standards of legal and business 
practice. Only in foreign policy and na- 
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and polluting factories are being fined or 
shut down. Grand schemes are planned 
to replace the dirty, sulphur-laden coal 
that is burned in Beijing with either natu- 
ral gas or cleaner coal. 

The city has spent $1.2 billion in the 
past decade on environmental projects 
and claims, in the face ofa rising popula- 
tion of people and cars, to have kept pol- 
lution levels stable. Oxides of nitrogen 





Time for some ventilation 
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tional defence would Beijing have the right 
to lay down policy in Hong Kong. 

Yet if Hong Kong's laws were to remain 
basically unchanged, they needed reword- 
ing. The Adaptation of Laws bill, now law, 
was meant to do this. It was, said Elsie 
Leung Oi-sie, the justice secretary, “straight- 
forward and technical", simply replacing 
references to the British "Crown" in Hong 
Kong law with the "State". 

During colonial rule, the British govern- 
ment enjoyed broad legal immunity, un- 
less specified in particular laws: such 
"Crown privilege" exists in nearly every 
common-law jurisdiction. In reapplying 
the privilege, Mr Tung's administration has 
given an expansive definition of what it 
meant by the "State". It includes not just the 
Hong Kong government, but also main- 
land bodies in Hong Kong, too. One is 
Xinhua, the “news agency" that has long 
overseen covert Communist Party activities 
in Hong Kong. Others are the office of Chi- 
na's foreign ministry and the garrison of 
the People's Liberation Army. 

The new law seems to run against the 
Basic Law, China's mini-constitution for 
Hong Kong. Article 22 of the Basic Law 
states that: "No department of the Central 
People's Government . . . may interefere in 


ASIA 


have increased, say officials, but measure- | 
ments of sulphur dioxide, carbon monox- | 
ide and suspended particles have hardly 
risen since 1986. 

Still, officials admit, Beijing's air qual- | 
ity is far from satisfactory. The first report | 
showed “level 4" pollution (with level 5 
the worst) meaning the sick, the old and | 
the very young could expect to suffer. The 
city government hopes to encourage peo- 
ple to cut pollution and report offenders. 
That will not suddenly cleanse the city's 
lungs. But just the admission that all is 
not well is a breath of fresh air indeed. 


the affairs which the Hong Kong Special 
Administrative Region administers on its 
own in accordance with this Law." The new 
law appears to invite interference by offer- 
ing indemnity. Who would decide if the Ba- 
sic Law had been broken? That task falls to 
the standing committee of the National 
People's Congress, a Chinese body with 
many more poodle-ike qualities than 
Hong Kong's legislature. 

How might government rise above 
Hong Kong's law? One instance was hinted 
at recently when Emily Lau, one of the dem- 
ocratic politicians kicked out of the legisla- 
ture, applied under the territory's freedom- 
ofinformation laws for a peek at the 
dossiers that Xinhua most certainly keeps 
on her. Xinhua prevaricated, eventually de- 
nying it had such files. Ms Leung refused to 
prosecute Xinhua. Mr Tung described 
Xinhua's action as only a "technical" in- 
fraction of the Hong Kong law. In future, it 
will not even be that. 

Even Hong Kong businessmen, in- 
clined to favour Mr Tung and his adminis- 
tration, are now concerned. Many main- 
land state and Communist Party bodies 
have extensive business interests in Hong 
Kong. What, some businessmen now ask, is 
to stop them rising above local law in pur- 
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suit of commercial advantage? 

Why did Mr Tung act now? It is not cer- 
tain whether he pushed through the 
changes at China’s insistence. Certainly, he 
and his team appear at every turn to mis- 
judge local suspicion of communist au- 
thority and support for the rule of law. The 
administration is trying hard to quieten 
things down. “They think we'll go away,” 
says Ms Lau, who won more votes than any- 
one in the 1995 legislative elections. “I 
don't think we'll go away. Come to think of 
it, we're coming back next month.” 





Pakistan 


Dangerous 
questions 


KARACHI 


T HE figure of 140m most recently given 
as Pakistan’s population is only an esti- 
mate. Exactly where all those people live is 
also mostly guesswork. Karachi's popula- 
tion, for instance, is clearly growing faster 
than the assumed national rate of popula- 
tion growth of 3% a year, but no one knows 
by how much. Hence the importance of the 
census held in March in Pakistan, the first 
for 17 years. With reliable knowledge of the 
population, officials should be able to plan 
better to provide basic needs. 

Changes in the population distribution 
will have political effects too, which is one 


reason why the count was delayed. 
In the capital, Islamabad, many 
members of parliament fear that the 
census will reveal just how many 
people have moved from the coun- 
tryside to the cities. At present, over 
two-thirds of Pakistan’s parliamen- 
tary constituencies are rural, with 
the urban population supposedly 
still a minority. 

Apart from threatening changes 
to political power bases, the census 
may also suggest that change is 
needed in the distribution of govern- 
ment spending. In Baluchistan, the 
country’s poorest province, a local 
political party called a strike to pro- 
test against the census because it 
feared a shrinking federal grant 
might shrink further if the count 
found the province had fewer peo- 
ple than previously thought. 

Sindh, the southernmost prov- 
ince and a hotbed of ethnic violence, 
pleaded that “administrative ar- 
rangements” were inadequate to 
carry out the census. But the prime 
minister, Nawaz Sharif, refused to 
delay the count. For one thing, aid 
donors, due to meet in Islamabad in May, 
would have been unhappy. 

The first results of the census are not ex- 
pected for several months. But there are al- 
ready suspicions about its reliability. Some 
of the many migrants from Bangladesh, Af- 
ghanistan, Iran, Kurdistan and other places 
may have fake documents saying they are 





Pakistanis. However, at least the totals for 
town and country should be accurate, even 
if the details are suspect. One such detail 
concerns the number of unlicensed weap- 
ons in Pakistan. A question on the census 
form sought information about them. It is 
unlikely to yield many accurate answers. 

ee ee Fs Sa a a (C (A! 





Oil of freedom 


ASHGABAT 


CCORDING to Human Rights Watch, 

an American-based group, Turk- 

menistan has “one of the most repressive 

and abusive governments in the world”. 

The group objects to a visit to Washington 

| by President Saparmurat Niyazov 
planned for later this month. 

The Turkmenbashi (leader of the 
Turkmen), as Mr Niyazov styles himself, 
does rule the country with an iron hand. 
There is a single political party, the Demo- 
cratic Party of Turkmenistan. No groups 

critical of the government have been able 
to register. Dissidents are put in psychi- 
atric hospitals, or simply in prison. News- 
papers and television are under the 
| thumb of government. And the personal- 
| ity cult around Mr Niyazov has reached 
| Stalinesque proportions. His portrait is 
| everywhere. 
| Too much can be made of the por- 
| traits. Some analysts argue that the Turk- 
menbashi's self-promotion is part of a na- 
| tion-building process aimed at uniting 


the country's many different clans. Turk- 
menistan, an Islamic country with a hi- 
erarchical society, came into being only 
when the old Soviet Union broke up. Any- 
one holding the post of president would 
probably follow the same course as Mr 
Niyazov. Or so it is said. 

Diplomats describe the president as a 
friendly and open man who tends to get 





straight to the point. He is known to ar- 
rive at official receptions driving his own 
car. He also drives to work every morning 
from his residence some 30 kilometres 
(about 18 miles) outside the capital, Ash- 
gabat, and back home again in the eve- 
ning. However, Mr Niyazov has an easy 
ride: when he is at the wheel, other traffic | 
is barred from the road. 

There is some guarded optimism that | 





things may gradually be changing for the 
better, thanks largely to the development 
of Turkmenistan's huge oil and gas re- 
serves. In December, a natural-gas pipe- 
line to Iran was opened, the first Turk- 
men gas-export pipeline to bypass Russia. 
Other pipelines are planned. 

The expectation is that the energy 
boom will make Turkmenistan rich with- 
in ten years and create a property-owning 
middle class. Prosperity will bring de- 
mands for more freedom and democracy, 
which the goverment will have to con- 
cede. For the present, though, most Turk- 
men are struggling just to make ends meet 
on an average monthly salary of under 
$50. They are less worried about politics | 
than about feeding their large families. | 
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Social Security reform ventures 
out in the open 


WASHINGTON, DC 


ITH a microphone in his hand and 

charts at his side, Bill Clinton, presi- 
dent and policy wonk, was in his element. 
On April 7th he was in Kansas City, Mis- 
souri, convening the first of four national 
meetings to debate the future of Social Se- 
curity, America's retirement programme. 
Armed with reams of statistics, Mr Clinton 
laid out the accomplishments of Social Se- 
curity and the challenges it now faced. 
Later, he sat on a panel with congressmen 
and experts, answering detailed audience 
questions on approaches to reform. It was a 
virtuoso performance. But even more im- 
pressive were the signals this meeting sent 
about the state of America's debate about 
Social Security reform. 

For years, this issue was the "third rail" 
of American politics: no politician dared 
touch it. Suddenly, the mood has changed. 
Mr Clinton proposed a national dialogue 
on Social Security in his state-of-the-union 
message in January. To kick off that dia- 
logue, the White House asked two groups 
normally at loggerheads—the lobby group 
for the elderly, the American Association of 
Retired Persons (AARP), and the Concord 
Coalition, an outfit concerned with fiscal 
discipline—to organise the Kansas City dis- 
cussion. Lawmakers are now falling over 
themselves to address Social Security. 
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Many are holding similar town hall 
talkfests in their districts. 

And ever more congressmen are mak- 
ing concrete reform proposals. Newt Ging- 
rich, the House speaker, wants to use bud- 
get surpluses to finance supplemental 
personal retirement accounts for working 
Americans. Senator Daniel Patrick Moyni- 
han, a stalwart supporter of Social Security, 
has introduced a comprehensive reform 
programme that includes cutting payroll 
taxes and, crucially, allowing Americans to 
invest the proceeds in voluntary personal 
Savings accounts. 

Clearly, Social Security is no longer off- 
limits. But more surprising is the ease with 
which the more radical reform ideas have 
taken centre-stage. Only a couple of years 
ago, the notion of including individual sav- 
ings accounts as an element of reform was 
far from the political mainstream. A few 
libertarian or conservative think-tanks, 
such as the Cato Institute or the Heritage 
Foundation, pushed the “privatisation” of 
Social Security, but their experts were 
shouting from the politicial sidelines. No 
longer. Particularly among Republicans, 
"privatisation" has become increasingly 
popular. Three of the legislators flanking 
Mr Clinton in Kansas City strongly sup- 
ported such proposals; much of the audi- 


ence discussion was given to debating it. 
And even Mr Moynihan advocates includ- 
ing individual accounts as part of the plan 
to save the system. 

Why the change of heart? Martha 
Derthick, a professor of government at the 
University of Virginia and a veteran of the 
politics surrounding Social Security, sug- 
gests several reasons. First, she argues, So- 
cial Security is no longer the financial win- 
ner it once was. Whereas current 
pensioners are withdrawing far more than 
they paid into the system, today's workers 
will receive negligible or even negative 
rates of return on their contributions. This, 
the inevitable result of a pay-as-you-go sys- 
tem in an ageing population, is the cause of 
the programme's long-term financial prob- 
lems. And it also allows pro-privatisation 
politicians to claim that today's contribu- 
tors are not getting their money's worth. 
Proponents of individual saving, such as 
Senator Rick Santorum, were certainly 
making that argument in Kansas City. 

A second, related, factor, argues Ms 
Derthick, is a disillusionment with govern- 
ment, particularly among young people. 
She points out that large majorities of 
Americans aged 18-34 believe that Social 
Security will not have the money to provide 
benefits for their retirement, and that they 
would receive higher returns if they in- 
vested the money themselves. 

This confidence in personal provision, 
of course, has much to do with the current 
bull market and the popularisation of per- 
sonal investment. America's mutual-fund 
revolution during the 1990s demystified 
Wall Street for millions of Americans. 
Many people already associate invest- 
ments with a pensions nest-egg; according 
to the Investment Company Institute, an 
organisation that represents the mutual- 
fund industry, over 35% of total mutual- 
fund assets are already in formal retire- 
ment plans, and over 84% of shareholders 
say that pension provision is a reason for 
investing. As the Dow soars and 401(k) 
plans—tax favoured, employer-sponsored 
retirement accounts—get fatter, it is much 
easier to sell the notion of reforming Social 
Security through private investment 
accounts. 

No doubt other factors have played 
their part. The pro-privatisation think- 
tanks have had a big influence on Republi- 
can lawmakers; well-organised campaigns, 
such as Economic Security 2000, have 
spread these ideas out of Washington; and 
politicians are quick to detect the shifting 
sands. Even Mr Moynihan, a politician 
who normally relishes defying conven- 
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tional wisdom, seems to be yielding. His 
support for individual accounts seems 
largely defensive. He saw the welfare enti- 
tlement disappear in 1996 and worries that 
the demise of Social Security "is now some- 
where between possible and probable." 
Avoiding this means acknowledging mod- 
erate forms of radical ideas. 

Such reasoning suggests that the politi- 
cal momentum behind some form of pri- 
vate accounts is likely to grow. Unfortu- 
nately, things are not so simple. A recent 
analysis of polls since the 1970s by Law- 
rence Jacobs ofthe University of Minnesota 
and Robert Shapiro of Columbia Univer- 
sity reaches interesting conclusions. It ac- 
knowledges that younger Americans do 
have less confidence in Social Security than 
older ones, but suggests that Americans 
have had low confidence in Social Security 
since the late 1970s (see chart) and that 
young Americans tend to be at least as sup- 
portive of the programme as older ones. 
Moreover, the authors argue that popular 
enthusiasm for privatisation "fades and 
then turns to overwhelming opposition as 
respondents are offered more balanced in- 
formation" in poll questions. 

Another important constituency that 
has been remarkably reticent is the mutual- 
fund industry itself. A spokesman at the In- 
vestment Company Institute suggests that 
"privatisation is not viewed as something 
the mutual-fund industry would cheer on." 
That, according to Steve Teles, a political 
scientist at the College of the Holy Cross, is 
because the industry has much to lose. So- 
cial Security privatisation using individual 
accounts might bring more regulation (to 
reduce investor risk); raise costs (adminis- 
tering lots of small accounts is expensive) 
and risk the industry's image. Again, it is 
hard to see how privatisation proposals 
can gain sufficient political momentum 
without this industry's support. Although 
the progress of privatisation proposals 
from the margin to the mainstream has 
been dramatic, there is a long road ahead to 
convince ordinary Americans that reform 
is in their interests. 
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Californian higher education 


Dark clouds, 
silver linings 


HE doors of the University of Califor- 

nia, the country's premier public uni- 
versity, are being slammed shut on racial 
minorities, thanks to the state's ban on 
race-based discrimination. The number of 
blacks admitted to the University of Cali- 
fornia's flagship campus at Berkeley fell by 
57% this year—the first year in which stu- 
dents are being admitted without regard to 
race—and the number of Latinos by 40%, 
according to statistics released on March 
31st. The figures for the University of Cali- 
fornia at Los Angeles were almost as dis- 
mal: a 43% fall for blacks and a 33% fall for 
Latinos. Even minority students with excel- 
lent grade point averages and Scholastic 
Aptitude Test (sat) scores of 1,200 and 
above have ended up with rejection slips. 

“We are seeing these campuses return- 
ing to a race-exclusive status”, lamented 
Theodore Shaw, a senior official at the Le- 
gal Defence Fund of the National Associa- 
tion for the Advancement of Coloured Peo- 
ple (NAACP). “My own personal emotions 
are a mixture of disappointment, anger, 
frustration, hope and resolve”, said Robert 
Berdahl, Berkeley’s chancellor. Even long- 
standing enemies of positive discrimina- 
tion expressed worries about the wreckage 
they had wrought. 

That, at least, is the world according to 
both the New York Times and the Los Ange- 
les Times. One obvious problem with this 
interpretation is that it rests on a somewhat 
flexible definition of “minorities”. Both 
Berkeley and UCLA saw an increase in the 
proportion of Asians winning places. 
Asians now make up about a third of the 
student body on both campuses, margin- 
ally outnumbering whites, and include the 
children of Vietnamese boat people and 
the grandchildren of Japa- 
nese wartime internees: 
hardly a sign of “race exclu- 
siveness". 

The biggest problem 
with the "dramatic de- 
cline" argument, however, 
is that it looks only at the 
universitys — two best- 
known campuses. Figures 
released on April 2nd for 
the University of Califor- 
nia's entire nine-campus 
system paint a more en- 
couraging picture. The pro- 
portion of blacks admitted 
to the entire UC freshman 
class fell from 3.596 last year 
to 2.8%. In concrete num- 


bers, this meant 266 fewer black students in 
a class of more than 44,000 this year. The 
proportion of Latinos fell from 13.2% to 
11.9%, and the proportion of American In- 
dians from 0.8% to 0.7%. Oddly, the propor- 
tions of Asian-Americans and whites also 
seem to have fallen, from 33.6% to 32.5% 
and from 41.2% to 36.3% respectively (see 
chart on next page). 

How is it that the admission figures for 
all racial groups appear to be on the de- 
cline? The reason is that the number of stu- 
dents refusing to state their race has 
jumped from 5.1% of the freshman class to 
14.3%, a heartening sign that the doctrine of 
race blindness is at least catching on 
among the young. University officials give 
two plausible reasons for thinking that 
those who decline to state their race are 
most likely to be white or Asian. This year 
the number of applications from selfiden- 
tified blacks and Latinos both rose, while 
the number from self-identified whites and 
Asians fell, by 10% and 2% respectively; and 
in past years 80% of students who declined 
to state their race have turned out to be ei- 
ther white or Asian. 

But the same officials rightly urge cau- 
tion. Until detailed studies of the freshman 
class have been produced, commentators 
should be cautious about generalising 
about its racial composition—and should 
certainly refrain from producing spuri- 
ously exact headlines about a 57% fall in the 
number of blacks being admitted to Berke- 
ley. The need for caution is all the greater 
because 4096 of students who are admitted 
to the University of California ultimately 
choose to go elsewhere. 

The undoubted (if still unquantifiable) 
decline in the number of blacks and 
Latinos being admitted to the state's best 
public universities certainly gives yet more 
reason to worry about the state of Califor- 
nia's schools. But the most able of the re- 
jected candidates may well be offered 
places by private universities such as Har- 
vard and Stanford, which are keen on pro- 
moting racial diversity. And other quali- 





Berkeley is untypical 
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fied candidates will have no difficulty in 
finding a home on one of the university's 
other campuses or in one of the state's 
many private universities. (In 1995, for ex- 
ample, there were more Latinos enrolled at 
private four-year colleges than at the Uni- 
versity of California.) 

Moreover, the bad news for Berkeley 
and UCLA also turns out to be good news 
for traditionally less diverse campuses: Riv- 
erside, forexample, has seen a big rise in the 
number of minority students winning 
places. In short, reports of the death of di- 
versity are much exaggerated. 
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The criminal law 


UNITED STATES 


Too poor to be defended 


The right of indigent criminal defendants to a lawyer is increasingly in 


jeopardy 


D AMERICA'S fiercely adversarial legal 
system, a good lawyer is essential. Ask 
O.J. Simpson. In a landmark case 35 years 
ago, Gideon v Wainwright, a unanimous 
Supreme Court ruled that indigent defen- 
dants must be provided with a lawyer at 
state expense because there could be no fair 
trial in a serious criminal case without one. 
"This seems to us to be an obvious truth,” 
wrote Justice Hugo Black in his opinion. At 
the time, the decision was hailed as a tri- 
umph for justice, an example of America's 
commitment to the ideal of equality before 
the law. 

This is the image most Americans still 
have of their criminal-justice system—the 
fairest in the world, in which any defen- 
dant, no matter how poor, gets a smart- 
aleck lawyer who, too often, manages to get 
the culprit off on a technicality. Nothing 


| Little local difficulties 


| SPRINGFIELD, ILLINOIS 


| NE reason why Americans may be so 
| indifferent to scandalous tales from 
| Washington is that they have rather worse 
| things going on right under their noses. 


| State legislatures are not only hotbeds of 


| sexual misbehaviour, in which a flamma- 

| ble brew of powerful officials and eager 

| young staff-members is constantly on the 

| simmer, but they often subscribe to a code 

| ofethics that makes Capitol Hill resemble 
a convent. 

_ The Centre for Public Integrity, a non- 
partisan group, sent some researchers re- 
cently to the Illinois legislature in Spring- 

| field. Last week, they published 

_ their findings. As in all state legisla- 

| tures, many members have outside 
careers; in Springfield, about half 
the members hold other full-time 
jobs. Illinois also has public-disclo- 
sure rules, which are supposed to 
show up conflicts of interest be- 

| tween those full-time jobs and law- 
making. They are, to put it kindly, 
unevenly applied. 

The researchers found that 
| bankers and soyabean farmers 
| were involved in making rules for 
their industries; that the business 
interests of legislators' spouses and 
children, and their stock-holdings, 
were not disclosed; and that no leg- 
islator had ever been disciplined 
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for failing to disclose his business inter- 
ests. Under the law, if a conflict of interest 
looms, lawmakers are meant to abandon 
their interest or abstain from voting. In 
practice, in Springfield, they announce 
their interest and then vote. This, they ar- 
gue, is still full public disclosure. 

As far as more basic interests go, the 
report took the high ground and ignored 
them. But this correspondent, who once 
worked as an aide in the Springfield state- 
house, can reveal that this is not a strait- 
laced place. One local journalist re- 
sponded to a complaint that his 





could be further from the truth. About 8096 
of people accused of a felony have to de- 
pend on a publicly-provided lawyer; but 
over the past two decades the eagerness of 
politicians to look harsh on crime, their re- 
luctance to pay for public defenders, and a 
series of Supreme Court judgments restrict- 
ing the grounds for appeal have made a 
mockery of Gideon. Today many indigent 
defendants, including those facing long 
terms of imprisonment or even death, are 
treated to a "meet 'em and plead 'em" de- 
fence—a brief consultation in which a har- 
ried or incompetent lawyer encourages 
them to plead guilty or, if that fails, strug- 
gles through a short trial in which the de- 
fence is massively outgunned by a more ex- 
perienced, better-paid and better-prepared 
prosecutor. 

“We have a wealth-based system of jus- 





newspaper had not exposed a state legis- | 
lator's activities by saying, “If we cover | 
one mistress, we'd have to cover all of | 
them.” Exposure of all could fill several | 
newspapers each week. ! 
Although many state legislators arese- | 
rious and hardworking, a great many oth- 
ers come to Springfield for a good time. In 
the legislature on a normal day a law- 
maker may have his head back, mouth 
open, snoring loudly in his chair, while 
next to him another sips from a beer-can 
wrapped in a piece of paper. Others think 
themselves clever for drinking bourbon | 
out of a Pepsi can. Some members take 
guns on to the floor, and at least one has | 
been said to carry cocaine in his briefcase. 
After a long day of lawmaking, the 
bars fill up quickly. Sex among the 
legislators, married or single, is so 
common as to be invisible. Higher- 
ranking members can put their 
girlfriends on the payroll. In many 
offices, even in this harassment- 
conscious age, low-grade sexual by- 
play is the order of the day. This 
goes unremarked even by the legis- 
lators’ wives; many political part- 
ners, of course, were once lissom 
staffers themselves. 
And what of public opinion? 
As at national level, most voters do 
not care, Short of outright criminal 
violations, voters expect little from 
their citizen-representatives. This 
may be why they often get little in 
return. 
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tice,” says Stephen Bright, the director of the 
Atlanta-based Southern Centre for Human 
Rights, a legal-aid and advocacy group. 
“For the wealthy, it’s gold-plated. For the 
average poor person, it’s like being herded 
to the slaughterhouse. In many places the 
adversary system barely exists for the poor.” 

Many lawyers, of course, have made he- 
roic efforts for particular defendants for lit- 
tle or no pay, but the charity of lawyers can 
be relied on to handle only a tiny fraction 
of cases. As spending on police, prosecutors 
and prisons has steadily climbed in the 
past decade, increasing the number of peo- 
ple charged and imprisoned, spending on 
indigent defence has not kept pace, over- 
whelming an already hard-pressed system. 

A rise in the hourly rate paid to defence 
lawyers preparing a case in the fed- 
eral courts, approved by Congress 
in 1986, has still not been imple- 
mented in 77 of the country’s 94 
federal districts because Congress 
itself refuses to appropriate any ad- 
ditional money. At $45 an hour, 
many defence lawyers practising 
in the federal courts are not paid 
enough to cover their hourly over- 
head costs for maintaining a law 
office, according to the federal gov- 
ernment's own calculations. Even 
in those districts where the rise has 
been implemented, the maximum 
$75-an-hour fee allowed is less than 
half the $150-$200 an hour the av- 
erage private lawyer would receive. 

At state level, where the vast 
majority of criminal trials are held, 
the situation is often far worse. In 
Louisville, Kentucky, salaried lawyers in 
the public defender's office handle a stag- 
gering 750 cases a year. In Virginia, private 
lawyers are paid a maximum fee of $265 for 
felony cases that carry a sentence of up to 
20 years and $575 if the potential penalty is 
more than 20 years. Alabama pays defence 
lawyers a mere $20 an hour, up to a maxi- 
mum of $1,000, to prepare for a death-pen- 
alty case. Mississippi pays a maximum of 
$1,000, above overhead expenses, for work 
in the courtroom during a death-penalty 
trial. Other states pay more, but few ap- 
proach the fees that would be paid by indi- 
viduals with the means to hire their own 
lawyers. The amounts public defenders are 
allowed to spend on investigation or expert 
witnesses—widely available to prosecu- 
tors—are often severely restricted and 
sometimes not allowed at all. 

In addition to the sheer lack of money, 
the methods of appointing and paying de- 
fence lawyers are also open to abuse. This 
varies from state to state and even from 
county to county within some states. In 
many state jurisdictions, trial judges ap- 
point defence lawyers on a case-by-case ba- 
sis and set the level of their fees. These fees 
can sometimes be so low that no lawyers 
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can be found to accept the job. In that 
event, judges can force lawyers practising 
in thearea to take turns defending indigent 
clients, whether or not the lawyers have any 
criminal-law experience. “This is like forc- 
ing a podiatrist to do brain surgery," ob- 
serves Paul Petterson, indigent-defence co- 
ordinator for the National Association of 
Criminal Defence Lawyers (NACDL). 

Even when there are lawyers willing to 
take on indigent cases, judges often ap- 
point cronies, or those they know will not 
vigorously contest a case. Most state judges 
are elected or subject to recall votes. Faced 
with crowded lists, they have little incen- 
tive to bend over backwards to ensure that 
the hundreds of impoverished defendants 
who pass through their courts, many ac- 





Why not plead guilty? 


cused of heinous crimes, are represented by 
well-paid or zealous lawyers. Judges in 
Houston, Texas, have repeatedly appointed 
one local lawyer who is famous for hurry- 
ing through trials like “greased lightning” 
to represent indigent defendants. Ten of 
his clients have been sentenced to death. 
During one death-penalty case, he fell 
asleep on several occasions. Nevertheless, 
the death sentence was upheld on appeal 
and the defendant has since been executed. 

A second approach is to contract out to 
a single lawyer or group of lawyers all a 
countys defence work. Too often this 
means the contract goes to the lowest bid- 
der. In 1993 one Georgia county cut the cost 
of its indigent-defence budget by awarding 
the contract to a lawyer who, at $25,000 a 
year, bid almost $20,000 less than the other 
two bidders. In the next three years the con- 
tracted defender tried only one felony case 
in front ofa jury, while entering guilty pleas 
in 213 other cases. 

The most reliable method used to pro- 
vide lawyers for poor defendants is to ap- 
point salaried public defenders. But pub- 
lic-defender offices are often grossly 
underfunded. Training programmes for 
defenders are scarce. Inexperienced law- 


yers fresh out of law school are often buried 
under a gigantic caseload, as in Louisville. 
The amount spent on defender offices is 
typically one-third or less that spent on the 
teams of prosecutors they face. 

It is hardly surprising that many poor 
defendants receive less than sterling repre- 
sentation. Mr Bright's files are stuffed with 
examples of people whose public defend- 
ers were either grossly negligent or igno- 
rant. This can be a disaster for any defen- 
dant. The innocent face wrongful 
conviction. However, even the guilty may 
suffer because their lawyer failed to raise 
mitigating factors which, by law, entitle 
them to a milder sentence. Once, wrongful 
convictions because of lawyer error stood a 
good chance of being overturned on ap- 
peal, especially in death-penalty 
cases. But Congress and the Su- 
preme Court have recently made 
appeals far more difficult. 

In 1996 Congress eliminated 
all federal funding for death-pen- 
alty resource centres, which had 
handled or advised on most death- 
penalty appeals. Most of these cen- 
ters have since closed. The same 
year Congress also passed an anti- 
terrorism law which included 
strict new procedural rules that 
make it much more difficult to 
mount an appeal in a death-pen- 
alty case, even when new evidence 
is found. 

The Supreme Court has ruled 
that appeals based on lawyer error 
must prove not only that a defence 
lawyer was incompetent, but that 
his incompetence changed the outcome of 
the trial. Proving such a negative is often 
impossible. Lower courts have used this rul- 
ing to uphold convictions, even in death- 
penalty cases, in which the defence lawyer 
was drunk, asleep during the trial or com- 
pletely ignorant of the relevant law. As a re- 
sult, most wrongly convicted poor defen- 
dants now face a catch-22: to prove their 
original lawyer incompetent, they must 
find a highly competent lawyer to navigate 
the bigger appeal hurdles recently erected, 
although behind bars they are in an even 
worse position to do that. 

Providing poor defendants with proper 
legal representation would cost money, but 
it is affordable. The estimated spending on 
indigent defence is less than 236 of total na- 
tional spending on law enforcement, and 
only about 1096 of spending on all judicial 
and legal services. Some states, such as Min- 
nesota and Colorado, have found the 
money for a reasonably financed public- 
defender programme. Criminal legal aid is 
also starved of support in many other coun- 
tries, but some, such as Britain and the 
Scandinavian countries, can find the 
money to do the job well. 
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The gambling industry 
New wheels for 
Motor City 


DETROIT 


Fo all its recent upturn, “glamorous” or 
“sparkling” are not words that spring to 


mind when describing Detroit. It is not the 
kind of place where you would build any- 
thing that looks like a Las Vegas casino. But 
that is exactly what the city is now prepar- 
ing to do. If everything goes as planned, 
three massive gambling houses will be up 
and running in the city by 2001. 

In a 1996 referendum, Michigan's vot- 
ers narrowly approved the casinos by 
100,000 votes. Since the ballot, Detroit's 
gambling plans have been moving at 
speed. With Dennis Archer, the city's wildly 
popular mayor, serving as a sort of crou- 
pier, the city has already picked the casino 
companies and designs that could soon 
dominate the skyline. Each gambling cen- 
tre will have at least 800 hotel rooms and, 
according to developers, will create more 
than 3,000 jobs. Later this month, the city 
council will ratify its casino regulations. 
"This is all moving very fast for Michigan," 
says a lawyer, Dave Waddell. 

The gambling industry has a lot riding 
on its plans for Detroit. Although the 
spread of casinos across America once 
seemed a certainty, opponents now joy- 
ously proclaim the end of gambling's ex- 
pansion. Gambling initiatives havé.been 
defeated in Ohio, Arkansas, Louisiana, 
Washington, Colorado, lowa and Nebraska 
in recent years. Even in states where casinos 
were welcomed, there have been second 
thoughts. Casinos in Missouri had to lay off 
more than 1,000 employees when rosy 
dreams of tourist dollars failed to 
materialise. Even in high-living New Or- 
leans, three riverboat casinos have gone un- 
der and a land-based casino sits half-fin- 
ished and bankrupt. 

Opponents of gambling believe Detroit 
is heading for the same fate. They doubt 
that a city with virtually no tourist appeal 
can fill three huge facilities, and they worry 
that they may import extra crime and de- 
pendency rather than an economic boom. 
But Detroit is charging fearlessly ahead. Of- 
ficials say they are not expecting the Motor 
City to become a tourist magnet; more than 
80% of casino visitors, they reckon, will 
come from the sprawling suburbs and 
nearby towns. They point to the success of 
two casinos just across the river in Windsor, 
Ontario, where 80% of the gambling clien- 
tele is from Michigan and the combined 
monthly revenues are about $50m. 

Detroit badly needs to pull into the city 
dollars from suburbs like Oakland County, 
one of the nation’s richest counties. 
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Punter with money to burn? 


Wealthy suburbanites hardly ever venture 
into Detroit, save to make a rare trip to a 
concert or the museum. Sponsors of the ca- 
sinos hope they may now, just possibly, 
come to gamble; although studies from 
other states suggest that those who gamble 
tend to have modest incomes (even before 
they start) rather than large ones. 
Advocates also argue that gambling 
could help to diversify the city’s economy. 
Although Detroit has long ceased to rely on 
car-making, a 1992 business survey by the 


LITTLE ROCK 


NE Arkansan may have slapped a 
drum and twanged a guitar when 
the Paula Jones case was dismissed; but 
not all did. In Little Rock, city officials 
and businessmen saw gold-mines disap- 
pearing. The city stood to make a mint— 
$50,000 a day, some said—in May and 
June as hundreds of reporters arrived to 
cover “the trial of the century”. Now, al- 
though relief for the president is felt, the 
general mood is closer to the morning af- 
ter a stockmarket crash. 

Reporters tend to consider them- 
selves poor, but reporters on large ex- 
pense accounts would have been a differ- 
ent matter. Waiters in Little Rock’s bars 
and restaurants (many of them homely 
shacks where the cloths are stained but 
the barbecue is succulent) try to avoid 
calculating the tips now gone in the 
wake of the dismissal. Emergency ship- 
ments of expensive wines have been 
halted. 

Reporters would have called Little 
Rock home for at least six weeks, proba- 
bly much longer. One news consortium, 
priming the city as if for a world war, al- 
ready had plans to send 700 journalists, 











The bonanza that never was 
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Census Bureau found about 19% of the 
city’s workers still employed in manufac- 
turing, above the national average of 16.6%. 
Most of the jobs the casinos create would be 
in the retail and service sectors; here, too, 
Detroit is below the national average. Al- 
though critics decry these as low-wage jobs, 
in a city with an unemployment rate of 
7-8% (and very much higher in the inner 
wards), beggars cannot be choosers. 

Of course, this sunny theorising has not 
convinced everyone. A group of adversar- 
ies, led by the Salvation Army, is campaign- 
ing to repeal the casino initiative. It has un- 
til the end of May to collect the 248,000 
signatures that would put this on Novem- 
ber's ballot. The critics believe Michigan's 
relatively good economic times will con- 
vince voters that Detroit can rebuild itself 
without the help of casinos. 

Gambling's advocates say they are not 
concerned. They are convinced that Michi- 
gan, despite its blue-collar reputation, is se- 
cretly a state of high-rollers. The state's lot- 
tery isamong the country's most successful, 
and the Detroit area is the tenth-largest ca- 
sino-feeder market in the country, accord- 
ing to a 1996 survey by Harrah's Entertain- 
ment, a casino company. If their hunch 
proves correct and gambling, against the 
odds, succeeds, Detroit's gritty image may 
soon go the way of chrome and tailfins. 








including 115 from NBC alone. The con- 
sortium was going to transform Little 
Rock, like some Hollywood movie set, 
into the city they desired, with streets 
and car parks made into fenced-off inter- 
view areas with tiered risers for camera 
crews. An office building was to become 

a media centre with 1,000 new phone | 
lines and its own fast-food franchises. 
Not any more. 

Perhaps the dismissal is best for the 
city. Bitter feuds had already erupted be- 
tween hotel owners and news organisa- 
tions. Some hotels wanted tens of thou- 
sands of dollars in non-refundable fees | 
and deposits to cover minimum-stay re- 
quirements. At the Legacy Hotel, oppo- | 
site the federal courthouse, the installa- | 
tion of tempered-glass windows,setona | 
seven-degree slant to reduce glare, would | 
have required a crane; and the cost was 
estimated at $15,000 per window. 

Some in Little Rock, though, still 
hope. Mrs Jones may yet appeal. And 
meanwhile, in May, they have the Prom- 
ise Keepers coming. Thousands of God- 
fearing men should do wonders for sales 
of Kleenex, barbecue and beer. 
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"Seinfeld", LA's Trojan horse 


O: ALL the ways to gauge how cosmopolitan different re- 
gions of America are, few are better than the viewing fig- 
ures for “Seinfeld”, a comedy series about four neurotic people 
doing nothing much in Manhattan. As a recent map in 
Newsweek showed, the cities where more than 25% of viewers 
watch this show at least twice a month are a predictable bunch 
of sophisticates. By contrast, Mississippi and North Dakota are 
less keen. Now what might be called “Seinfeld’s people” are due 
to enter a month of mourning; the show will end on May 14th. 

Jerry Seinfeld is quitting while he is ahead: not only is the 
show still top of the ratings, but ads for the final episode have 
been selling at $2m for 30 seconds—a record. One of the ironies 
of “Seinfeld” is that despite being 
hailed as America’s best sit-com, 
there is nothing inherently funny 
about the hero’s situation. In- 
stead, like “Cheers”, the show re- 
lies on more old-fashioned vir- 
tues: story, character and wit. 

For New Yorkers, this simply 
proves the whole point of Jerry 
Seinfeld: he is one of them. Where 
else could a clever, ironic Jewish 
guy live? As everybody knows, sar- 
casm has never been found west 
of the Hudson, except by accident. 
Unfortunately, this is something 
of an illusion. “Seinfeld”, as its 
stars somewhat unlikely tan indi- 
cates, is shot almost entirely in Los 
Angeles, with the New York back- 
drops added later. The accents 
may be from Brooklyn, but the 
bodies are all in Burbank. 

In this, "Seinfeld" is emblem- 
atic. Despite Rudy Giuliani’s 
boasts about New York being "the 
capital of the world", there are 
plenty of signs that the city's economic and cultural superiority 
is gradually draining westwards. The days when the Rose Room 
of the Algonquin provided most of America's copy are sadly 
over. Vanity Fair has long since gone DiCaprio. Now sophisti- 
cated Manhattanites grumble that the New Yorker, with its syco- 
phantic profiles of moguls and Talk of the Town pieces on who 
got gross points from "Titanic", is following suit. The media in- 
dustry's pied piper, Rupert Murdoch, may take most pride in 
owning the New York Post, but he has forced himself to live in 
Los Angeles and buy the (formerly Brooklyn) Dodgers. Manhat- 
tan's most recent attempt to re-establish itself as the home of the 
media elite—an extravagant party to mark Time magazine's 75th 
birthday—might have worked better if it had not given such a 
prominent role to Tinseltown stars such as Sharon Stone. 

Journalists have always fallen for cleavage, of course. But 
surely New York still bosses Los Angeles around in more serious 
matters like books, art and politics? Not necessarily. The Getty, 
long richer than the Met, is beginning to attract as much atten- 
tion. In the 1980s, “Bonfire of the Vanities” never looked further 
than the Bronx; the nearest thing in the 1990s to a great New 
York novel, Don DeLillo's “Underworld”, keeps drifting west- 


| wards. And understandably so. The defining moments of this 


decade—such as the OJ trial, the Los Angeles riots and the Inter- 


| net phenomenon—have all happened in California. As for poli- 
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tics, Mr Giuliani's new “politeness campaign" is as Californian 
as "Have a nice day". 

In economic terms, Los Angeles passed New York as the 
country's manufacturing and trading capital a decade ago. De- 
spite a boom on Wall Street, the Big Apple's unemployment rate 
is 8.8%; LA's is only 6.1%. While investment banks have been fir- 
ing middle managers, Hollywood's outrageous budgets have not 
only helped people like Mr Seinfeld, who will pick up $200m 
when his show goes into syndication, but have also created 
plenty of good middle-class jobs in everything from set design to 
public relations. One of the mysteries of "Seinfeld" (not to men- 
tion *Friends", its likely successor to the comedy-ratings crown, 
also set in New York and filmed in 
California) is how people who do 
so little can afford such large 
apartments in  Manhattan— 
where a small two-bedroom flat 
costs $3,000 a month and where 
middle-income familes have been 
streaming out of the city. 

Indeed, there is even—and this 
has to be whispered on the Upper 
East Side—the possibility that the 
riches in Los Angeles are a lot less 
nouveaux than those in New York. 
The residents of Beverly Hills, no 
doubt humbled by that nasty inci- 
dent with Rodney King, have re- 
placed their Ferraris with Jeep 
Cherokees. It is Manhattan that 
has been setting the pace for vul- 
garity, guzzling $2,000 bottles of 
wine and sporting $13,000 hand- 
bags. Worse, this does not seem to 
be buying happiness—at least of 
the romantic kind. Julia Louis- 
Dreyfus, "Seinfeld's" female lead, 
recently told New York magazine 
that all her single girlfriends had moved out of New York be- 
cause the men of their age were so depressing. ("Like a Barney's 
sale: good prices, but what about the merchandise?") 

All this has to be put into perspective. A city does not lose its 
lead overnight. New York, for instance, still clearly wins the din- 
ner-party test: its chattering classes come from a much broader 
spectrum than Los Angeles (which, like Washington, is still a 
one-industry town). Norman Mailer still trumps Dominick 
Dunne. Above all, LA still has an inferiority complex. Even 
though one mogul sparked a storm by saying that the Getty was 
“too good” for the city, it is still common to defer to Manhattan. 

Yet, ever since the Romans gave up feeling inferior to the 
Greeks, shifts in economic power have eventually tended to 
breed their cultural equivalent. A generation ago, the young and 
the literary graduated towards Greenwich Village. Nowadays the 
young Mailers are probably writing scripts at Paramount—or 
tinkering around with pixels in Palo Alto. Study the map of 
"Seinfeld's people" and, alongside Boston and Chicago, you dis- 
cover that many of them live in mountain and desert states. This 
is the fast-growing urban West—places where the inhospitable 
terrain forces most of the population to live in a few large, pre- 
dominantly suburban cities. Places, in short, like Los Angeles. 
"Seinfeld" may be the quintessential New York show; but his 
people are slowly dragging America westwards. 
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The road from Santiago 


$AO PAULO 


The second ‘‘summit of the Americas" opens in Chile next week. It will give 
formal approval to negotiations intended to lead to free trade from Alaska to 
Cape Horm. But that project needs broader political support 


HEN in December 1994 Bill Clinton 

welcomed to Miami the leaders of 33 
other countries in the Americas, their meet- 
ing was widely seen as the start of a new 
chapter in the often troubled relations be- 
tween the United States and Latin America. 
With the cold war over, elected govern- 
ments in power everywhere except (unin- 
vited) Cuba, and with market reforms and 
freer trade supplanting statist pro- 
tectionism, many old sources of ten- 
sion seemed to have been replaced 
by shared ideas and new opportuni- 
ties for co-operation. 

Chief among these was the no- 
tion, mooted earlier by President 
George Bush in 1990, of a “free-trade 
area of the Americas" (FTAA), stretch- 
ing from Alaska to Cape Horn. In Mi- 
ami, Latin America's leaders em- 
braced the idea with surprising 
enthusiasm. A target date of 2005 
was set for its achievement, with 
"concrete progress" to be made by 
2000. Alongside this, the 34 sum- 
miteers put their names to a long list 
of collective virtue, 150 "action 
items" concerned with topics rang- 
ing from health services through 
women's rights to the environment. 

On April 18th and 19th in the 
Chilean capital, Santiago, the 34 
countries’ leaders meet again. They 
will formally launch the FTAA nego- 





tiations. After three years of hard y" 


talking, at a final preparatory meet- 
ing in Costa Rica last month their 
trade ministers agreed to a detailed 
agenda of what to negotiate, how, 
where and when. Their ambitious 
dream might seem, at first glance, to 
be steadily becoming a reality. 

True, the FTAA concept faces criticism. 
Some economists argue that regional pref- 
erences divert more trade than they create. 
Some Latin Americans fear that the cost of 
adjusting to free trade with the world's 
most powerful economy will far outweigh 
the benefits, especially in smaller and less 
developed countries. Trade unions in the 
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United States express the opposite fear, 
foreseeing a flight of jobs to lower-wage 
countries farther south. 

Yet Latin American governments have 
concluded that they do want an FTAA. Such 
studies as exist suggest that guaranteed ac- 
cess to the United States market would add 
to growth both by boosting exports, espe- 
cially of manufactures, and by attracting ex- 
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tra foreign investment. And if an FTAA 
comes to be, no country can afford to be left 
out. The United States can foresee cor- 
responding benefits, as faster growth to its 
south boosts demand for its exports. AI- 
ready, Latin American countries' unilateral 
lowering of trade barriers has made the re- 
gion the United States’ fastest-growing for- 
eign market. Last year, Mexico overtook Ja- 


pan to become the second-largest importer 
of United States goods, after Canada. The 
FTAA has a geopolitical attraction too: it 
would lock in free-marketry as the way of 
life throughout the Americas. 

Nor will trade be the only, or even the 
first, item on the Santiago agenda. The sum- 
mit will discuss democracy, education and 
poverty; and, not least, drugs. Latin Ameri- 
cans resent the United States’ practice of 
unilaterally *certifying"—or decertifying— 
other countries as dependable allies in the 
war against drugs. Mr Clinton cannot just 
abandon this: it is enshrined in American 
law. But Santiago may be a first step toward 
parallel, multilateral monitoring of efforts 
to curb not just the (Latin American) supply 
of drugs, but the (United States’) demand 
for them. And the assembled leaders may 
agree to make their summits regular, per- 
haps three-yearly, affairs. In sum, here, says 
Jose Miguel Insulza, Chile’s foreign 
minister, is “a mature partnership.” 


Asmoggy prospect 
Yet a sense of anti-climax will hang 
as thickly in the air as the Santiago 
smog. One reason is simply that this 
is the second time round: Miami 
was a giant step, the first pan-Ameri- 
can summit since an ineffectual af- 
fair 27 years earlier whose main, 
American-inspired aim was to iso- 
late Cuba. And whereas the Miami 
invitations came from the leader of 
the world’s superpower, Santiago 
has been arranged by a 34-country 
group, more democratic but more 
routine. The big reason, however, is a 
widespread feeling that the United 
States has again lost interest in Latin 
America, and that its policies in the 
region—whether on trade, drugs or 
Cuba—are being driven by domestic 
politics, not broad, strategic vision. 
That disillusionment has been 
crystallised by Mr Clinton’s failure 
to win fast-track trade-negotiating 
authority from Congress. It was this 
that scuppered the American pledge 
made to Chile in 1994 that the first 
step toward free trade would be 
Chile’s admission to the (then new) 
NAFTA accord linking the United States 
with Canada and Mexico. Not till last year 
did the Clinton administration even put 
forward a fast-track bill—only to withdraw 
it last November, rather than risk its defeat. 
Without fast-track, some say, the whole 
FTAA exercise may be futile. The United 
States has had years of solid growth. Unem- 
ployment is low, the trade deficit small. If 
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Mr Clinton cannot get his way on trade 
now, these sceptics ask, when can he? And 
of all imaginable trade deals, the American 
public is especially hostile to Latin Ameri- 
can ones, thanks to its experience with 
NAFTA—Or, more accurately, to what it has 
heard of NAFTA and the way the adminis- 
tration sold that deal politically, simply as 
a matter of extra exports and jobs. 

Less than a year after NAFTA came into 
force, and eight days after the Miami sum- 
mit, Mexico’s currency began to collapse. 
The United States not merely had to stump 
up billions (promptly repaid, but who re- 
members that?) to save its neighbour, but 
saw its 1994 trade surplus with Mexico of 
$5 billion become a deficit of $13 billion in 
each of the next two years. To the unions, 


_ increasingly influential backers of Mr Clin- 


ton’s Democratic Party, this proved the 
folly of opening doors to low-wage econo- 
mies. And to widen the grief, with Mexican 
goods came Mexican migrants and drugs. 
Latin America too is wobbling in its 
commitment to free trade, partly because 
Asia’s troubles have tightened both capital 
and export markets. In November Merco- 
sur, the incipient customs union linking 
Argentina, Brazil, Paraguay and Uruguay, 
raised its common external tariff, which av- 
eraged around 12%, by three percentage 
points. This year Brazil has revived a few 
bad habits, demanding import licences for 
some goods and scrutinising invoices with 
punitive care. Even Chile, the region’s para- 
gon of open trade, which planned to cut its 
flat tariff from 11% to 8%, has not done so. 


Slow track, no track? 


So is the FrAA doomed? Not yet. Official 
and ministerial effort has been sunk into 
the project. The preparatory talks have 
given it some momentum. Whatever the 
doubts, no country has shown itself ready 
to abandon the project. And though Latin 
Americans are sceptical of negotiating with 
a president who lacks fast-track authority, it 
is, after all, at the end, not the start, of talks 
that that authority is required. 

Ironically, the lack of fast-track may 
have eased the launch of talks, by blunting 
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American ideas of speeding them up. Brazil 
wants plenty of time to modernise its econ- 
omy before embarking on open trade with 
the United States. To the Americans—and 
Central Americans hurt by exclusion from 
NAFTA while Mexico is inside—that smacks 
of protectionist foot-dragging. But Brazil, 
the third-largest economy in the Americas, 
could not easily have been overridden. 

By weakening the United States' negoti- 
ating position, lack of fast-track has also 
changed the shape of the talks. These will be 
no series of bilateral exercises, with Latin 
American countries competing against 
each other to join the queue for accession to 
NAFTA, às the Americans envisaged in Mi- 
ami. Instead, in Costa Rica, the 34 countries 
agreed to a multilateral process. Different 
countries will preside over the nine negoti- 
ating groups (covering matters such as in- 
vestment, services, competition policy and 
subsidies, as well as market access) The 
talks will start in Miami in June, moving in 
2001 to Panama city and in 2003 to Mexico 
city. Canada will be the first chairman, then 
Argentina, Ecuador and, during the last 
two years (to the end of 2004), when the cru- 
cial deals will have to be cut, Brazil and the 
United States jointly. 

But will the United States still be inter- 
ested? Instead of the "early harvest" of tariff 
cuts that it wanted by 2000, the negotiators 
will merely seek "business facilitation" 
steps by that date, such as standardised cus- 
toms forms. If Mr Clinton fails to win fast- 
track before his presidency ends in January 
2001, the talks may slide into the dust. 

Even ifthe talks go well, to push them to 
a deal, and then to win legislative approval, 
will require governments—and not just in 
Washington—to show political courage. Al- 
though it would be phased in slowly, prob- 
ably over 15 years after 2005, the FTAA 
would offend powerful domestic lobbies. 

It would demand demolition of the 
solid tariff walls still encircling Latin Amer- 
ican countries. Tariffs there, though much 
lower than a decade ago, still average 
around 15%, and more than that on some 
significant products in some big countries; 
Brazil levies 29% on computers, and up to 


49% on cars, for example. 

The United States’ tariffs are lower; less 
than a fifth of Latin American exports there 
pay more than 5%. But many of the most 
competitive products face special duties or 
non-tariff barriers. Brazil's trade officials 
say barriers to its steel, orange juice, sugar, 
tobacco, footwear and other exports cost it 
up to $5 billion a year; hence its resistance 
to the American desire for early tariff cuts 
in isolation from an over-arching agree- 
ment on issues such as anti-dumping, dis- 
pute-settlement and subsidies. In an FTAA, 
the United States would have to slash at its 
protection of textiles, clothing and farm 
products. Some action on textiles is due 
anyway, under the GATT's Uruguay round. 
If new world trade talks looked likely to 
open agricultural markets (notably Eu- 
rope's), to do that for Latin America would 
look less alarming. But, north and south 
alike, there would be cries of pain and rage. 


Open or shut 


With or without an FTAA, the pace of re- 
gional trade and integration in Latin Amer- 
ica is likely to remain swift. The 1990s have 
seen the rise of dynamic sub-regional 
groupings, and of growing links between 
them. Last year, trade within Mercosur, for 
example, grew by 25% to $20 billion; in 
1990 it was $4 billion. The Andean Com- 
munity (Bolivia, Peru, Ecuador, Colombia 
and Venezuela) recorded a double-digit 
rise in intra-group trade. So did the Central 
American Common Market (Guatemala, 
Honduras, El Salvador, Nicaragua and 
Costa Rica). Caricom, the 15-country Carib- 
bean common market (notably, Jamaica, 
Trinidad, Guyana, Suriname, Belize—and 
soon, probably, the Dominican Republic, 
bigger than any of these) is something of an 
odd man out: its real ambition is the 
"NAFTA parity" promised last year by Mr 
Clinton, and again this week by Madeleine 
Albright, but stalled in Congress. 

Mercosur already has a free-trade agree- 
ment with Chile. It has one with Bolivia, 
and is talking with the other Andean coun- 
tries. This web of accords will complicate 
the FTAA negotiations, especially in the ef- 
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fort to mesh differing rules of origin. But so 
far most of these deals, on balance, have 
opened doors rather than closed them. 

While Mercosur consolidates, and pulls 
much of South America into its orbit, its 
policymakers are studying other options 
besides the Fraa. They have completed a 
preliminary, fact-finding study with the 
European Union, and negotiations aiming 
at a Mercosur-EU free-trade deal may be 
launched at a first-ever summit of Latin 
American and Eu heads of government in 
Rio de Janeiro next year. 

These talks might be harder than those 
on the FTAA, because of the EU's farm pro- 
tectionism. But the potential pay-off for 
Mercosur is attractive: a study by Brazil's 
Getulio Vargas Foundation suggests that a 
deal with the £u would add more to growth 
in both Brazil and Argentina than would 
an FTAA. Whereas the rest of Latin America 
looks to the United States, the EU, taken as a 
whole, has long been Mercosur's biggest 
trading partner, and in 1996 displaced the 
United States as its largest source of foreign 
investment, according to calculations by 
IRELA, a Madrid-based think-tank. 

This suggests two possible outcomes af- 
ter Santiago. One is that the FrAa talks 
gather momentum, stimulated partly by 
parallel negotiations between Mercosur 
and the Eu. A gloomier one is that, in the 
absence of fast-track, and of a business 
push for an Fraa, the talks drift nowhere. In 
that case, a relatively closed Mercosur 
(probably with Chile) might in the end go 
its own way, while the Andean countries, 
Central America and the Caribbean try to 
boost trade among themselves while still 
looking hopefully—and mainly—to NAFTA 
and, above all, its heart, the United States. 





Colombia 
Herbicides versus 
market forces 


BOGOTA 


OR the past four years, Colombia's anti- 

drugs police, backed by the United 
States, have tried to eradicate coca-growing 
in its southern jungles. Light aircraft and 
helicopters have dodged guerrilla bullets to 
spray nearly 90,000 hectares (350 square 
miles) of plantations. The result? In 1994 
Colombians grew an estimated 45,000 
hectares of coca; last year 80,000. 

Critics are not surprised. As demand 
persists, so will supply. Growers simply 
plant more, to meet the risk—and if, even 
so, all of one farmer's crop is sprayed, that 
just means one more Colombian facing 
poverty and tempted to escape it by joining 
the local guerrillas. That is what you would 
expect, and, says a study from the National 
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REE trade, it's wonderful—but not 

easy when, like Bolivia's, much of 

your land is mountainside and many of 

| your roads, where they exist, a succession 

of pot-holes. A learned professor from 

Harvard has indeed cited these obstacles 

to trade among the reasons for the coun- 

try's modest record of economic growth. 

| Perhaps Jeffrey Sachs, for it was he, 

| should have a talk with the typical Boliv- 
ian smuggler. 

The lack of paved roads has not hin- 
dered the spirit of illicit private enter- 
prise. Far from it. In 1996, say the official 
figures, based on customs reporting, Bo- 
livia’s imports from Argentina, Brazil, 
Chile and Peru totalled $517m. Those 
countries’ export statistics say rather 
more: $11 billion. Bolivias National 
Chamber of Commerce reckons that, be- 
tween them, uncollected import duties 
and value-added taxes in 1997 cost the 
government nearly $450m. 

The plus side for poor Bolivians is 

| that every large town has a well-estab- 
lished black market. Contraband makes 
it possible for many workers, often earn- 
ing well under $200 a month, to buy elec- 
tronic and other consumer goods that 
would otherwise be out of reach. The il- 
licit trade also provides a far broader 
range of consumer choice than the coun- 
try's small formal market would support. 

Landlocked at the heart of the conti- 
nent, Bolivia shares borders with hinter- 
land regions of five countries. Its frontier 
areas are largely wild and barely inhab- 
ited stretches of desert and jungle. Can 
this wilderness be brought to order? 

| The simplest solution—and it has 
been put forward—would be just to abol- 
ish tariffs. Privatisation of the customs 
sevice has been suggested. Another idea 
is to call in the army. An IMF mission 
that recently visited the country agreed 
that its borders were “unpoliceable”. 
Still, an IMF report expected shortly will 
| propose an investment of $10m-15m in 
| overhauling the customs service and re- 
| ducing tax evasion. 
| Wholesale privatisation is not on the 
agenda. Even the head of the IMr team, 
| Patricio Castro, admits that customs is 
not one ofthe tasks the state can delegate 
(though Mozambique, he says, has done 
it). The trouble is that successive govern- 
ments have paid lip service to the idea of 
customs reform, but little more. Even the 
customs laws date from 1929. 
President Hugo Banzer, the former 
| dictator democratically elected last year, 
may do better. He has declared war on 


Old Bolivian customs 


RICAS — 





customs corruption. He invited the IMF 
to look at the issue, and has formed a Na- 
tional Customs Council, with a wide 
brief to look at methods of trade moni- 
toring and new administrative arrange- 
ments for the customs. Headed by the fi- 
nance minister, Edgar Millares, it is 
under orders to design a new customs 
strategy, to be on the president's desk no 
later than the end of May. 

To put new ideas into practice, how- 
ever, the president may have to upset a 
lot of his friends. Mr Millares accuses Bo- 
livia's businessmen and its prosperous 
elite of being heavily involved in contra- 





band. Even the formal sector of business, 
it seems, commonly pays customs men 
not to notice its imports, if only so that it 
can compete with black-marketeers. 

Customs employees related to politi- 
cians are widely suspect. It is common 
knowledge that political parties use their 
patronage of jobs in the customs service 
to ensure a flow of cash into party coffers. 
Dealers in coca or cocaine have their 
own reasons for palm-greasing, and also 
finance cross-border trade in other 
goods as one way of laundering their 
profits. The IMF is expected to recom- 
mend shifting the focus of customs in- 
spections away from Bolivia. Pre-ship- 
ment inspection of goods in the country 
of origin would remove much of the lo- 
cal opportunity for corruption. 

Yet corruption is not the whole story. 
Bolivia's customs posts are woefully ill- 
equipped. Some do not even have a tele- 
phone. Fax machines, let alone comput- 
ers, are still undreamt-of luxuries for 
most. It is planned to set up a nation- 
wide computer network. It will enable 
customs officials to share information 
on smugglers, their vehicles and their 
contraband—provided, of course, that 
the officials are trained in using it. Oh, 
and exactly how, by the way, will the 
computers come into the country? 
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University in Bogota, it’s what happens. 

So drop the idea? Not at all. Instead, the 
sprayers are to try a new chemical. Till this 
year they have used glyphosate, spraying it 
as a liquid. This has drawbacks. It cannot 
usefully be done in strong rain or wind, 
and it requires pilots to fly very low, mak- 
ing them more vulnerable to sniper fire. 
Now a granular chemical is being consid- 
ered, tebuthiuron—a broad-spectrum her- 
bicide particularly effective against woody 
vegetation such as trees, shrubs and vines. 

The environment ministry in 1994 ad- 
vised against tebuthiuron, saying it might 
damage forests and contaminate ground- 
water. The present minister, Eduardo Vera- 
no, is against it. But he can be overruled. A 
rumour last week that spraying with tebu- 
thiuron was about to start set alarm bells 
ringing. In fact, only a only a trial project is 
under discussion. But this has opened a 
fresh debate on the chemical, supplied by 
Dow Agrosciences under the trade name 
Spike 2op. Its labelling shows why: 

Do not apply Spike 20» near desirable trees or 
other woody species. Exposure of even a small 
part of a plant root system may cause severe 
plant injury or death 
—and “near”, the label suggests, can stretch 
as far as 80 metres. Given the vagaries of ae- 
rial spraying, this would bar the use of 
tebuthiuron in many coca fields. There is 
also a lengthy section on the risk to ground- 
water supplies. The United States Environ- 
mental Protection Agency says tebuthiuron 
is very prone to leach into groundwater. 

American officials cite studies done in 
their country as indicating that the chemi- 
cal could not damage Colombia's forests. 
Colombia's vigorous police chief, General 
Rosso Jose Serrano, argues that the damage 
caused by farmers clearing land for coca far 
exceeds any risk from tebuthiuron. Colom- 
bia's National Drugs Council is in favour of 
the new chemical, as is its environmental 
auditor, Luis Eduardo Parra, who is ap- 
pointed by the government to ensure that 
only the coca gets killed. 
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An 80-metre margin—plus or minus how much? 





Dow itself is reluctant to see its product 
used in the Colombian rainforest. Mr Parra 
thinks this may reflect Dow's memory of 
the way the American government left it to 
pick up the legal fallout from the use ofthe 
notorious Agent Orange defoliant during 
the Vietnam war. But the company readily 
calls it “very risky" to apply tebuthiuron 
"where the terrain slopes, rainfall is 
significant ... and the application is made 
under less-than-ideal circumstances". 

Recent talk of “Vietnamisation”, based 
on creeping American involvement in Co- 
lombia's wars against both drug-traffickers 
and (sometimes the same people) guerrillas 
is far-fetched. But there are many who 
would argue that spraying coca plantations 
with herbicide—no matter which one—will 
prove about as effective a way to reduce co- 
caine output as defoliating the jungle was 
to defeat the Vietcong. 





Brazil 


Shuffling and 
dealing 


SAO PAULO 


FAS of unemployment has become so 
widespread in Brazil that it appears to 
have seized even the country's cosseted po- 
litical barons. What should have been a 
routine shuffle of President Fernando 
Henrique Cardoso's cabinet in late March 
turned into a messy, two-week scramble for 
jobs among his supporters. Showing his 
five-party alliance to be less than united, 
and far more concerned with satisfying its 
own appetites and tactical political needs 
than those of Brazil, the episode has done 
Mr Cardoso few favours in his quest to be 
re-elected for a second term. 

The job shuffle was prompted by a legal 
requirement that ministers who want to 
run for Congress must step down six 
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months before the election, due on October 
4th. The assumption in Brasilia was that 
their replacements would be technocratic 
caretakers. Instead, Mr Cardoso began by 
offering the health ministry to Jose Serra, a 
long-standing friend and a senator from 
his own Brazilian Social Democratic Party 
(PSDB). Mr Serra, an abrasive and ambitious 
politician, may be the man to shake up Bra- 
zil's haphazard health services. He has be- 
gun with some well-publicised sackings, 
and by calling out the army to fight an epi- 
demic of dengue fever in Rio de Janeiro. 

But Mr Serra's appointment provoked 
jealousy in the (conservative) Liberal Front 
(PFL), the pspB’s official coalition partner. It 
also prompted other parties that back the 
government to try to use the shuffle to ease 
the electoral geometry in contests for state 
governorships. To mollify competing fac- 
tions of the PFL, Mr Cardoso created a new 
ministry of institutional reform, a fiction 
that not even its begetters take seriously. 
The choice of the new agriculture minister 
conveniently removed a potential obstacle 
to the re-election of the state governor of 
Rio Grande do Sul, a valued Cardoso ally. 
The new justice minister comes from the 
notoriously corrupt state of Alagoas, but 
that too eases a gubernatorial election. 

None of the new men, however, in fact 
looks any worse than the one he has re- 
placed. The new industry minister, Jose 
Botafogo, is as protectionist as his predeces- 
sor but, having been till now Brazil’s top 
trade negotiator, far more polished. And 
Mr Cardoso has strengthened his eco- 
nomic team in an important area, by nam- 
ing as the new labour minister Eduardo 
Amadeo, a respected economist. 

So one interpretation is that Mr Cardo- 
so has in fact emerged with a stronger grip 
on the parts of the government that count. 
At least he has held together his ramshackle 
coalition in this election year. Though his 
support in the opinion polls is down from 
45% in December to 39% last month, and 
may well fall further, with the economy in 
recession, he is still by far the favourite to 
win the presidential election. 

Yet if the cabinet shuffle was indeed a 
political triumph for Mr Cardoso, it came 
heavily disguised. The president gave a con- 
vincing impression of having as little say 
over who most of his new ministers would 
be as the average man on a Brazilian beach. 
To his supporters, that simply shows the 
limits of presidential power, given that 
many of Mr Cardoso’s central reforms re- 
quire constitutional changes and thus the 
support of 60% of a balkanised Congress. 
Maybe, but these political shenanigans 
have also postponed for another few weeks 
voting on a crucial one of those reforms: 
that of pensions. It is essential for fiscal sta- 
bility—and its approval before the election 
now looks increasingly doubtful. 
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Never the twain shall meet 


TEHRAN 


Why Iran and America cannot bring themselves to get together. And, in a sec- 
ond article, why the mayor of Tehran has been arrested 


Fi“ countries have so many strategic in- 
terests in common as America and Iran, 
remarked Henry Kissinger, a former Ameri- 
can secretary of state, about ten years ago. 
Why, then, is it so hard for the two to get 
along? Ideology, mainly. Iran has made 
hostility to America a premise of its 1979 
revolution: it sees rapprochement as tanta- 
mount to renouncing fundamental princi- 
ples. America, for its part, has been willing 
to sacrifice economic gain in its 
drive to tame the Iranian revolu- 
tionaries. Although neither coun- 
try has entirely ruled out more 
normal relations, the two cannot 
at present even agree to talk. 

Since Muhammad Khatami, 
Iran’s liberal-minded president, 
took office last August, America 
has called for an official dialogue 
to deal with its three main con- 
cerns: Iran’s efforts to amass 
weapons of mass destruction, its 
support for international terror- 
ism and its opposition to Arab-Is- 
raeli peace. But Iran's govern- 
ment—which denies the first two 
of these charges—will not con- 
sider formal contacts so long as 
America continues its hostile pol- 
icies, above all the economic 
sanctions that seek to suffocate 
Iran's oil-dependent economy. 

Nevertheless, in some ways 
relations have improved since 
August. When Iran protested a 
few days ago-at the rough treatment Ameri- 
can immigration officers gave its visiting 
wrestling team, Madeleine Albright, Ameri- 
ca's current secretary of state, promised to 
review the entry procedure for Iranian na- 
tionals, saying that she welcomed cultural 
exchanges. A number of Americans, includ- 
ing former officials, have visited Iran, re- 
sponding to Mr Khatami's televised call for 
greater contact with the American people. 
To soothe their vigilant hardliners, Iranian 
officials have played down these visits. But 
the guests are often used to convey mes- 
sages that cannot be said out loud. 

Eager to see ties improve more rapidly, 
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Ataollah Mohajerani, the government's lib- 
eral spokesman, said during a visit to Paris 
two weeks ago that he had been cheered by 
signs of change in American policy to- 
wards Iran. He remarked that the Iranian 
government was reviewing an American 
request to have its own official represen- 
tative at the Swiss embassy in Tehran, 
which has looked after American interests 
since diplomatic ties were broken in 1980. 
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His comments provoked sharp criticism 
from Iranian conservatives. *How can you 
say in a friendly tone that you have seen 
positive signs in American policy when 
they are baring their teeth to us in the Per- 
sian Gulf, trying to undermine our co-oper- 
ation with friends and continuing to pres- 
sure us with economic actions?" asked 
Resalat, a conservative newspaper. The 
Foreign Ministry then denied that there 
had been any request from the United 
States to open an office in Tehran. 

The one man who could settle the argu- 
ment within the Iranian government over 
links with America is the supreme leader, 






Ayatollah Ali Khamenei. The ayatollah has 
the final say on all matters of importance. 
Since he consistently speaks out against the 
"Grand Oppressor", he is unlikely to decide 
things in a way the reformists would like. 
He recently said that official contacts with 
the United States were useless, even harm- 
ful. On another occasion he said that nego- 
tiations with America would be even worse 
than relations. This was interpreted to 
mean that he might agree to ties with Amer- 
ica but only if no strings were attached or, 
in other words, if Iran were allowed to con- 
tinue its old ways with impunity. 

Conservatives are convinced that, if 
Iran embarked on negotiation, it might be 
forced to give too much. It would be hu- 
miliating, they argue, if Iran had to aban- 
don so fundamental an issue as support (at 
least verbal) for Islamic movements. “If we 
are to become what America likes, then 
what was the need for the revolu- 
tion?" asks a conservative official. 
Iran is particularly horrified at 
the prospect of being forced to 
recognise Israel, whose destruc- 
tion the ruling clergy still call for. 
There are few issues as emotional 
to the Islamic regime as the Pal- 
estinian question. 

Iranian officials repeatedly 
say that they are not trying to sab- 
otage the peace process, although 
they reserve the right to disagree 
with it. This is probably the fur- 
thest that the moderate-minded 
feel they can go. Ayatollah Kha- 
menei this week expressed the 
hardest of lines: “Iran will never 
recognise the Zionist regime and 
will never hide its desire to see it 
disappear...America too will 
stay our enemy so long as it con- 
tinues its present policy." 

Yet, despite the stubbornness 
of official attitudes, ordinary Ira- 
nians have generally fond memo- 
ries of the time, before 1979, when America 
was deeply involved in their affairs. Many 
believe that renewed ties with America 
would lessen their economic hardship. 
Given this, the Iranian government may 
find it hard to continue to refuse to talk. Re- 
formists hope that America will take “cou- 
rageous" action to break the ice. By this, they 
mean an end to sanctions, approval for 
Iran's civilian nuclear programme and the 
unfreezing of billions of dollars in assets. If 
such steps began to be taken, the govern- 
ment might be able to justify the resump- 
tion of official contacts to its hardliners. 
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lran 


Political arrest 


TEHRAN 


NE man worked harder than any 

other to ensure that President Mu- 
hammad Khatami defeated his conserva- 
tive rival at Iran’s election last May. He is 
paying dearly for it. Gholam-Hossein Kar- 
baschi, the flamboyant mayor of Tehran, 
was arrested on April 4th in connection 
with corruption charges against the city 
government. The affair highlights the 
power struggle within the Islamic regime. 
The powerful conservative establishment 
praises his arrest as a victory for justice; re- 
formists, at the centre and to the left, see it 
as a bid to weaken the government. 

A dozen or so of the mayor's senior 
aides and several property developers have 
already been tried—and given lashes and 
long jail sentences for their role in the af 
fair. Mr Karbaschi himself has remained 
defiant throughout, calling the proceed- 
ings a political campaign to undermine Mr 
Khatami. The judiciary, led by a conserva- 
tive cleric, insists that it has evidence show- 
ing widespread embezzlement and diver- 
sion of public funds. 

Yet few Iranians doubt that the mayor 
has been singled out, and even fewer doubt 
the reason. Graft is widespread in Iran and 





Karbaschi: reformer punished 


bribery a fact of daily life. Even the police 
and the courts are not immune. But no- 
body else has been selected for serious in- 
vestigation, or subjected to such an inten- 
sive inquiry by the media. The suspects 
were rounded up days after Mr Khatami's 
election, and then treated harshly. 

Mr Karbaschi, aged 44, has won much 
praise as a capable administrator who has 
changed the face of a sprawling city, home 
to 10m people, which had been wrecked by 
neglect and Iran's eight-year war with Iraq. 
But he is disliked by hardline conservatives 
for his western ideas and management 


style. His detractors describe him as a self- 
centred dictatorial operator. A cleric turned 
politician, he saw himself as something ofa 
Robin Hood. Appointed in 1989, he vigor- 
ously set about improving the city, build- 
ing sports grounds, libraries and art galler- 
ies. One of his most notable achievements 
was to convert the slaughterhouses in pov- 
erty-stricken neighbourhoods into recre- 
ational centres. 

Among his controversial schemes were 
exhibitions that brought in visitors whose 
appearance did not conform to the Islamic 
regime’s code of dress and conduct. He 
wiped graffiti and revolutionary slogans 
from many walls, replacing them with bill- 
boards advertising western products. He 
even challenged Tehran's powerful bazaars 
by setting up supermarkets. 

His greater offence came two years ago 
when he formed a political group with 
other reformists. His arrest is seen as a 
warning not to challenge the status quo. It 
is also plainly a bad blow for Mr Khatami's 
administration, from which the president 
could personally suffer. Mr Khatami has 
promised to establish the rule of law and 
protect people’s constitutional rights. But, 
since he controls neither the police nor the 
courts, he is helpless to do much about it. In 
public, he has so far kept quiet about the 
incident, leaving it to his cabinet to hold an 
emergency session to express its “shock, 
sorrow and regret”. 





Angola 


Suddenly, without the excuse of war 


LUANDA 


. For years the civil war was the reason why Angola's government did so little 
about the deplorable state of the economy. Now questions are being asked 


HE government steals, but UNITA kills, 

say Angolans. It was fear of UNITA, 
rather than belief in the government, that 
gave the MPLA victory in Angola’s 1992 elec- 
tion. Since then, this fear has kept people 
quiet despite the government's disregard 
for the economy. For how much longer? 

For the first time in 20 years the threat is 
beginning to fade. In the past month the 
country's peace process has come to the 
brink of conclusion. UNITA still has to hand 
over some territory to the government and 
to account for the 20,000 soldiers who have 
never shown up for demobilisation. But the 
feeling is that, within the next few months, 
these issues will be resolved and UNITA will 
take up its role as the official opposition 
party. Angolans may then start asking 
aloud why it is that they have no schools, no 
medicines and no cooking oil. 

Angolans hear every day how rich they 
are. Diamond exports are valued at $1 bil- 
lion a year, and offshore oil is being discov- 
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ered at such a pace that there is talk of An- 
gola overtaking Nigeria as Africa's top oil 
producer. The country already produces 
750,000 barrels of oil a day and multina- 
tional companies scrabble for the rights to 
explore virgin areas of the seabed. 

Yet 70% of Angola's 13m people live be- 
neath the poverty line. Though 20 years of 
crippling civil war have been 
followed by four years of un- 
easy peace, there are few signs 
of the economy reviving. The 
country was once the fourth- 
largest coffee exporter in the 
world, but agriculture, these 
days, is for subsistence only. 
The state of the roads makes 
moving goods impossible. 
The ubiquitous landmines 
may cripple the rural econ- 
omy for decades to come. The 
ruling class, almost exclu- 
sively urban, is disinclined to 








But who got the money? 


Oil and diamond output 
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invest in the countryside. President Jose 
Eduardo dos Santos has not ventured from 
the capital into the provinces since 1992. 
The country's educational and health ser- 
vices are paralysed for lack of finance. 

Public-sector salaries have not been 
paid since January—and last year they went 
unpaid from August until December. Why? 
Because the government had already spent 
the allocated money. For the past two years, 
the state has come up with a novel way of 
keeping inflation below 100% while still 
managing to service its external debts 
(which are assessed at twice the country's 
GDP): it does not pay its internal debts to its 
employees or to industry. 

Teachers are reduced to selling exam 
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fig. 1 
"If you are not my father, 
I wonder who is?" 
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fig. 2 
"The bigger question is: 
who am |?” 





Two elephants are sitting on a log. The little 
elephant is the big elephant's son, but the 
big elephant is not the little elephant's father. 
How is this possible* 
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epe. A FORCE IN 
: GLOBAL 
CORPORATE 
BANKING 


Total assets 
US $290 billion 


Net worth 
US $12 billion 


70% of revenues 
generated 
outside France 


SIZE IS MISLEADING 


The question above demonstrates how lanquage and prejudice can make us leap to conclusions. 
Corporate banking is particularly rife with misconceptions. 

Few realize, for example, that Paribas with total assets of over US $270 billion is one of the top 
three banks in commodities and trade finance and a major player in media where it ranks N°2 in Europe. 

More than the two thirds of our business activity is concentrated in high added-value structured 
financing and in growth sectors such as Projects, Export, Aerospace and Healthcare. 

Yet to some people who view banking from a distance, a more familiar name somehow just 
sounds bigger. And often for no reason at all. 

Which brings us back to that log and those elephants and the moral of this story which is 
"never assume". 

We assume that because we say "big elephant" it must be male. In fact, the big elephant is the 
little elephant's mother. http://www.poribas.com 
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papers to make enough money to survive. 
Nurses are on strike and hospitals, even in 
the capital, have no mattresses, no sheets 
and certainly no medicines. On the black 
market a single aspirin costs $1. 

The situation is at its worst in Luanda, 
which because of wartime displacement is 
now home to 40% of all Angolans. Largely 
cut off from the interior, and producing vir- 
tually nothing itself, the capital survives on 
imports. And this is where the govern- 
ment’s problems are soon to be most in- 
tractable. The cost of living in Luanda is al- 
ready astronomical. Last year, the IMF rated 
it the second-most-expensive city in the 
world, after Tokyo. Rent for a one-bedroom 
flat starts at $1,500 a month. A bunch of 
grapes (from South Africa) costs $10. How 
most Angolans make ends meet defies the 
imagination. 

In another inflation-control tactic, the 
currency, the kwanza, has for the past year 
been pegged at an artificially high fixed 
rate. A kwanza on the black market now has 
half the value assigned to it by the National 
Bank. In January, the minister of finance 
announced a devaluation of 34% in the 
coming year. The plan was to depreciate 
gradually, week by week, beginning on Feb- 
ruary 1st. To date, nothing has happened: 
the Council of Ministers has refused to au- 
thorise the devaluation. Ministers are 
among the select few who are allowed to 
buy dollars at the official rate: the suspicion 
is that they then sell them on the street for 
twice as much. 

When the value of oil collapsed in mid- 
March, even Angola's ministers had to 
wake up to reality. The 1998 budget relies 
on oil money and the government found 
itself confronted with a potential $1 billion 
revenue shortfall. Even before that, the Na- 
tional Bank had been running short of dol- 
lars. Foreign reserves were estimated to be 
enough to cover only one week's worth of 
imports. Now the situation is critical, with 
importers saying they can no longer extract 
any dollars from the bank. As a result, es- 
sentials such as sugar and cooking oil are 
already hard to find in Luanda's markets. 

Having lost its UNITA bogeyman, the 
government may at last have to take 
responsibility for the state the country is in. 
This may be dawning on it. For the first 
time, the possibility of Angola accepting a 
cash injection from the 1Mr has been tenta- 
tively raised. The iMr trudges dutifully to 
Angola every year, and offers to bail out the 
government in exchange for a full audit of 
the country’s oil wealth. Every year it leaves 
empty-handed. There are no accounts for 
Angola’s oil income. 

Until this year, the government has 
shied away from the political cost of ac- 
counting for what it has been doing with 
the money. Now the political cost of not ac- 
counting could be even more daunting. 
SR 
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INTERNATIONAL 


Religion, or a pasty-faced sport? 


| JOHANNESBURG 


N MOST countries, rugby is a minor 

sport whose controversies concern 

men biting chunks out of each other's 

ears. In South Africa, it is a serious affair. 

| For many whites, it is a religion. For 
blacks, it is the sport of the oppressor. 

| During the apartheid era, blacks 

| cheered for foreign teams and held up 

hand mirrors to dazzle the home team, 

| the Springboks. Whites responded with 

chilling boorishness; at one match in 

1992, when a minute's silence was called 

| to mark a massacre in a black township, 


^ 





sections of the crowd sang aggressive 
| choruses from “Die Stem", the Afrikaner 
national anthem. 

By the time of the 1995 rugby World 
Cup, things had changed. Television 
showed a few blond Springboks trying 
bravely to master the tongue-clicks of the 
| new black anthem, “Nkosi Sikelel 
iAfrika”, through their thick plastic 
mouthguards. President Nelson Man- 
dela donned the green and gold Spring- 
bok shirt and urged the team to victory. 
When they won the championship, 
throngs of every colour danced, sang and 
drank in the streets. Could the sport of 
racists become a force for reconciliation? 

Alas, no. Mr Mandela’s government 
is now So incensed at what it sees as the 
continuing racism and sleazy nepotism 
of the South African Rugby Football 
Union (SARFU) that it is demanding the 
resignation of its executive committee 





Racist, me? Luyt shakes a black hand, sort of 


and an investigation into its finances. In 
particular, sports officials want to de- 
throne Louis Luyt, SARFU's abrasive pres- 
ident. If “Big Louis” and his committee 
do not go by May 7th, they have threat- 
ened to bar the Springboks from all in- 
ternational competition. 

Is rugby more racist than other 
sports? In 1996, a white player convicted 
of the manslaughter of a black farmhand 
was Selected for the national team. In the 
same year, SARFU was slow to condemn 
the waving of apartheid-era flags at 
matches. Despite Mr Luyt's 
pledges to integrate the 
game, all but four players 
are white among the 120 in 
the "Super 12", the country's 
premier rugby league. 

SARFU officials retort 
that they are doing their 
best, but that finding and 
training black players takes 
time. They claim to have 
spent 42m rand ($8.3m) 
since 1992 on building sta- 
diums in poor areas, pro- 
viding coaching for de- 
prived youngsters and 
generally wooing blacks 
away from their traditional 
pastime, soccer. And 
though the top level of 
rugby is still white, lower 
leagues operate a quota sys- 
tem ensuring that 40-65% 
of players are dark-skinned. 
Junior teams, too, are much 
more multicoloured than 
the Springboks. 

This defence would do more to con- 
vince sceptics if they did not harbour so 
many different doubts about Mr Luyt. 
For instance, under his leadership, 
SARFU appointed his son-in-law chief ex- 
ecutive and awarded his son, Louis Jr, 
sole rights to negotiate a sponsorship 
deal with Nike, netting a fat commission 
in the process. 

Earlier this year, when Mr Mandela 
ordered an inquiry into SARFU'S affairs, 
Mr Luyt's lawyers insisted that he appear 
in court in person to be cross-examined, 
an indignity that enraged the president's 
many fans and caused a number of 
SARFU'S sponsors to consider withdraw- 
ing their support. To some Afrikaners, 
who feel that the government is threaten- 
ing their culture by meddling with 
rugby, Mr Luyt is a hero. For most of his 
compatriots, he represents all that was 
wrong with the old South Africa. 
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Who will win Germany? 


BONN 


A month into Germany’s general-election campaign, both main parties are 
flailing. But Helmut Kohl, behind on points, may yet land some big punches 


MAZING though it may seem, Germa- 
ny’s often predictable regional state 
elections are turning into thrillers. Thanks 
to a boost from the voters in Lower Saxony 
on March ist, Gerhard Schroder swept with 
astonishing (to his rivals, horrifying) ease 
into his role as Social Democratic chal- 
lenger to Helmut Kohl for the chancellor- 
ship. Now Mr Kohl faces a poll on April 
26th in the state of Saxony-Anhalt, in the 
former communist east, which could make 
or break his chances of winning a fifth term 
in September's general election. 

On the face of it, the prospects for Mr 
Kohl's Christian Democrats in Saxony-An- 
halt look vile. In opposition over the past 
four years under a plodding local leader, 
Christoph Bergner, the party has posed no 
sort of challenge to the state government of 
Social Democrats and Greens under Rein- 
hard Hóppner, an artful and popular pre- 
mier. Despite soaring state debt and an un- 
employment rate of 23%, the locals give Mr 
Hóppner credit for battling sturdily against 
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the shambles the communists left behind. 
At any rate, rather few of them reckon Mr 
Bergner could do better. 

Time was when Mr Kohl’s nimbus as 
“chancellor of German unity” gave his 
forces a fillip in the east. No longer, it 
seems, If opinion polls are right, the Chris- 
tian Democrats in Saxony-Anhalt will take 
only about 25% of the vote, nearly 10% less 
than they mustered in the last state poll 
four years ago; the Social Democrats may, 
on present reckoning, get about 44%, 10% 
more than before. And this time the Greens 
may fail to win the 5% needed to re-enter 
parliament. That would rob Mr Hóppner 
of his coalition partner, but no matter. If he 
does win that 44% or so of the votes, he 
could still have a narrow but absolute ma- 
jority of seats. Then he could govern alone. 

After the debacle the Christian Demo- 
crats suffered in Lower Saxony, this would 
be the second shocking setback within two 
months for Mr Kohl, who is national chair- 
man of his party as well as head of govern- 


ment. Pressure would grow on him to step 
down in favour ofhis parliamentary leader 
and “crown prince", Wolfgang Schauble, at 
the Christian Democrats’ national congress 
in Bremen in May. That does not mean that 
the famously unbudgeable Mr Kohl would 
actually be dislodged, but the party would 
look hideously divided four months before 
the nation goes to the polls. 

Even without an extra blow in Saxony- 
Anhalt, the Christian Democrats at na- 
tional level are in a sorry state. They had 
geared themselves up to fight a campaign 
against the Social Democrats under a 
"chancellor candidate" in the shape of the 
party chairman, Oskar Lafontaine, who is a 
man of the orthodox left. Instead, they are 
faced with the handsome, bouncy Mr 
Schroder, who puffs Cuban cigars, hob- 
nobs with industry bosses and seeks his 
support from “the new centre”. 

What should the Christian Democrats 
put at the heart of an anti-Schróder cam- 
paign? Bluntly, they have no idea. The euro, 
for which Mr Kohl has fought so hard? Most 
Germans do not want it. The war on unem- 
ployment? Going poorly, although figures 
out on April 7th did show that the number 
of Germans out of work in March was 
down from 4.8m to 4.6m, a rate of 12.1%. 
Sweeping tax reform? The government 
promised that before and failed to de- 
liver—mainly, admittedly, because the So- 
cial Democrats blocked it. 

If a draft campaign manifesto issued by 
the Christian Democrats on April 3rd has a 
thrust at all, it is that the voters must expect 
more nasty medicine before seeing an end 
to Germany's economic ills. An election 
winner? Not according to the party's morti- 
fied Bavarian allies, the Christian Social 
Union, who face a state election of their 
own on September 13th—just a fortnight 
before the national poll. The Bavarians par- 
ticularly shun a Christian Democratic 
scheme that would make energy more ex- 
pensive. The Greens recently proposed 
something similar to snarls of distaste from 
drivers, including Mr Schroder, one reason 
for the Green Party's national slump. 

From this campaign chaos it is, oddly 
enough, the Saxony-Anhalt election that 
might just bring Mr Kohl salvation. Mr 
Hoppner’s red-Green government is a mi- 
nority one that has been able to stay in 
power only thanks to toleration by the 
Party of Democratic Socialism, the re- 
named (but only barely reformed) ex-com- 
munists, who took 20% of the vote in 1994. 
The Christian Democrats pounced on this 
“Magdeburg model” (named after the 
state’s capital) in the national election cam- 
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paign four years ago, giving warning that it 
might be disastrously reproduced in Bonn. 
Many voters took heed, helping Mr Kohl's 
centre-right coalition, against expectations, 
to a narrow victory. 

Could much the same happen again? It 
just might. If Mr Hoppner loses his Green 
partners and fails to gain an absolute ma- 
jority of seats, he will become more depen- 
dent than ever on the ex-communists. That 
would not bother him unduly—certainly 
less than the prospect of having to form a 
“grand coalition" with the Christian Dem- 
ocrats under Mr Bergner, whom he detests. 
But it would certainly bother Mr Schroder, 
who vigorously denies he would ever form 
a government in Bonn that needed backing 
from ex-communists to stay in office. Mr 
Kohl would suddenly have that sorely de- 


sired campaign issue. 

Not that the Social Democrats have no 
other open flank. If anything, they seem 
even more divided on policy than Mr 
Kohl's unruly band. While Mr Lafontaine 
welcomes the seemingly unstoppable euro, 
Mr Schroder speaks of its “sickly premature 
birth" and says it will need much nursing 
and will cost jobs before it (perhaps?) cre- 
ates some. The Greens-friendly Mr Lafont- 
aine insists on an "ecological tax reform" 
(ie, making energy more expensive), while 
Mr Schröder stresses the need to hold down 
costs to keep jobs, not least in the motor in- 
dustry. Mr Lafontaine wants to fine firms 
that do not train enough apprentices; Mr 
Schróder prefers to rely on exhortation. The 
Lafontaine camp is ready to cut the top rate 
of income tax only from 53% to 49%; Mr 


Schroder’s lot reckons that is too timid. 

Social Democratic officials argue there 
is no real contradiction in all this, rather an 
ingenious "twin-track strategy", with Mr 
Lafontaine aiming to scoop up traditional 
left-wing support and Mr Schróder the rest. 
Perhaps. But it is becoming ever harder for 
voters to make out just where the tracks go. 
Given more time, they may conclude that 
the answer is nowhere in particular. 

Campaign ammunition for the Chris- 
tian Democrats? Surely, if they have the wit 
to seize it. But for them the handiest blow 
against Mr Schroder would be a Saxony- 
Anhalt result giving the ex-communists 
more influence. Mr Kohl may look groggy, 
but he is an old pro when it comes to land- 
ing big punches in the national ring after 
being drubbed in the regions. 








Russia 


From mayor's nest to the Kremlin? 


MOSCOW 


Yuri Luzhkov, Moscow's mayor, now leads the race for Russia's presidency 


SHORT temper, a sharp tongue and an 

obsession with mundane detail have 
made Yuri Luzhkov a highly effective 
mayor of Moscow. But are those the quali- 
ties most needed in a president of Russia? 
Russians may soon have a chance to find 
out. It is touch and go whether the ailing 
incumbent, Boris Yeltsin, will reach the 
end of his term in 2000. And whereas Mr 
Luzhkov still refuses to acknowledge him- 
self as a presidential candidate, he ranks 
among the top two or three by anybody 
else's reckoning. His rivals are the Commu- 
nist Party boss, Gennady Zyuganov; and 
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Alexander Lebed, a nationalist ex-general. 

Mr Luzhkov's potent mix of populism 
and pragmatism won him almost 90% of 
the vote in the Moscow mayoral election of 
1996. Other regional leaders admire him. 
Some were urging this week that he be 
made prime minister. The job was thrown 
open on March 23rd when Mr Yeltsin 
sacked Viktor Chernomyrdin and put in an 
obscure former energy minister, Sergei Kiri- 
yenko, as his acting replacement. 

But Mr Luzhkov might well spurn the 
prime minister's post even if offered it. He 
behaves already as though he were a na- 


tional leader second in stature only to Mr 
Yeltsin. And unlike his possible rivals for 
the presidency, Mr Luzhkov has the luxury 
of contemplating his options from a posi- 
tion of absolute strength. Prime ministers 
and party leaders can always, it seems, be 
sacked. But nobody can take Moscow away 
from its mayor. 

Mr Luzhkov's office on Tverskaya Street 
may well be the best power base in Russia, 
after the Kremlin. It commands the coun- 
try's sole concentration of big wealth. Two- 
thirds of foreign investment into Russia, 
and four-fifths of all Russian capital, comes 
to rest in Moscow. Incomes are two to three 
times the Russian average. Tax revenues per 
person are seven times the average. With 6% 
of the national population, Moscow pro- 
duces 13% of Russian Gpp—and the city's 
big black economy means its share of na- 
tional wealth is probably higher still. 

The city government has huge eco- 
nomic clout. Much of it derives from an in- 
spired refusal by Mr Luzhkov, soon after he 
took the mayor's job in 1992, to go along 
with federal schemes to privatise state as- 
sets. He won from Mr Yeltsin an opt-out 
which, in effect, gave the city government 
ownership of all federal property on its ter- 
ritory, and a free hand in disposing of it. 
The city government has set itself up as 
shareholder or partner in at least 200 big 
firms ranging from car making to fast food. 
It has a share in most big property develop- 
ments. Businessmen grumble, but they play 
along. For all its crime and corruption and 
bureaucracy, Moscow has by far the best- 
developed infrastructure in Russia, and a 
government that understands roughly how 
laws and markets work. 

Moscow's banks and traders would put 
up the money for a Luzhkov presidential 
campaign. The mayor is in the process of 
sorting out the other basic need: friendly 
media. Last summer he had the city govern- 
ment set up a television channel, Centre 
Television, which is supposed to cover the 
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Why Rupert Murdoch is polite 


HOEVER thought of inviting Ru- 

pert Murdoch to speak at lunch at 
the European Audiovisual Conference in 
Birmingham on April 6th has a fine sense 
of drama: he caused the kind of stir that a 
fox would on entering a chicken-coop. 
But Mr Murdoch was on his best behav- 
iour. Just now, as far as the European 
Commission goes, he is more of a beggar 
than a predator. 

The meeting was the big cultural shin- 
dig of Britain’s six-month presidency of 
the Eu. Britain's culture minister, Chris 
Smith, and foreign minister, Robin Cook, 
were hosts. Jacques Santer, the commis- 
sion's president, was on the platform. The 
gathering's title was "Challenges and Op- 
portunities ofthe Digital Age". Its real sub- 
ject was "How Can We Keep the Ameri- 
cans, Especially Rupert Murdoch, Out?" 

Although Europe produces more 
films than America, Europeans want to 
watch American ones. Of the current top 
ten movies in Britain's cinemas, nine are 
American, in France's seven, in Spain's 
ten, in Germany's nine and in Italy's nine. 
And as television delivery systems prolif- 
erate, so more American products are be- 
ing sucked in. Europe's film-and-tele- 
vision deficit with America is large—and 
getting larger (see chart). 

What is to be done? At the free-market 
end of the protectionist spectrum this 
week were the British: Messrs Smith and 
Cook sought a balance of *commerce" 


whole country by the end of1998. In March 
he launched a twice-weekly national news- 
paper, Rossiya, which is due to go daily. 
This access to Moscow's resources makes 
Mr Luzhkov perhaps the least beholden of 
any prospective candidate to the "oligar- 
chy" oftycoons who paid for Mr Yeltsin's re- 
election in 1996, and who may well back 
Mr Chernomyrdin next time. 

There are, of course, always the voters to 
think about. Conventional wisdom holds 
that provincial Russians hate Moscow be- 
cause they think it sucks up the national 
wealth and leaves them poor. But Mr Luzh- 
kov has been careful to build alliances with 
provincial leaders. He heads an informal 
group of ten rich regions which lobbies the 
federal government. He strikes well-public- 
ised trade and aid deals with poor regions. 
He has backed at least a dozen winning 
candidates in recent regional elections, in- 
cluding Vladimir Yakovlev, mayor of Rus- 
sia's second city, St Petersburg. So he has 
lots of favours to be called in across Russia; 
and regional bosses have ways of swinging 
the local vote, come polling day. 

Mr Luzhkov will have a compelling 


THE ECONOMIST APRIL 11TH 1998 


(America) and “culture” (Europe); “free- 
dom" (to see American films) and 
"responsibility" (to provide jobs for Euro- 
pean film makers). At the other end were 
the French, with Hervé Bourges, head of 
the Conseil Supérieur de l'Audiovisuel, a 
government advisory body, arguing for 
more regulation and more 
state cash for Europe’s film 
industry. And a French 
film director from central 
casting leapt from the au- 
dience to complain that 
there weren't enough art- 
ists at the conference. 

The only dissenting 
voice was Michael Kuhn's: 
he runs PolyGram Filmed 
Entertainment, the closest 
thing there is to a Euro- 
pean movie studio. "Peo- 
ple blame America," he 
started his speech. "The 
fault is not theirs but 
ours. . . Europe is almost a 
vassal state to Hollywood not because of 
some conspiracy of American studios but 
because of a lack of drive, ambition and 
willpower on this continent born of a 
lack of confidence and absence of big 
ideas." He won't be invited back. 

But the warmest, the most Euro- 
friendly speech was none other than Mr 
Murdoch's. He allowed himself a growl or 
two—he cannot help it—but aimed them 


platform. He will be able to point to Mos- 
cow’s prosperity, inviting the rest of Russia 
to emulate it, not envy it. He will be able to 
promise Russia what he has given Moscow: 
strong, top-down leadership, and gradual 
market reforms. 

So far, so good. But Mr Luzhkov also has 
a strong nationalist streak which—to for- 
eigners—will make his candidacy look 
much less lovable. Russia, he thinks, should 
be tougher with countries of the former So- 
viet Union. Last month he joined a picket 
line outside the Latvian embassy in Mos- 
cow, accusing Latvia of “genocide” towards 
its Russian minority. Repeatedly, he has 
urged Ukraine to hand the Crimean penin- 
sula back to Russia. He has backed Alex- 
ander Lukashenka, the near-dictatorial 
president of Belarus, in the latter's goal of a 
new "union" between Russia and Belarus. 

Perhaps Mr Luzhkov would become 
more diplomatic once in power. But his ar- 
rival in the Kremlin would be a nervous 
time for Russia's neighbours. A short tem- 
per becomes much more worrying when its 
owner has a large army at his disposal. 





*EU sales in US minus US sales in EU 
Source: European Audiovisual Observatory 
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at public-sector broadcasters (in particu- 
lar the BBC) whom he sees as “whingeing” 
and "distorting the market". But as to the 
commission—why, he had read its “con- 
vergence green paper" on regulation, he 
said, knowing that nobody else had. It 
was "enlightened" and "evolutionary". 
He applauded Mr Santers efforts to 
"eliminate barriers to the free flow of cap- 
ital, labour and talent among member 
states", and those of Karel 
Van Miert, the competition 
commissioner, *to break 
down the barriers to 
competition", 

Much of this must have 
stuck in his anti-European 
throat; but he has good rea- 
son to grovel. The confer- 
ence was a think-in about 
rewritin media regula- 
tions; and regulation is 
one ofthe few threats to Mr 
Murdoch's ambitions. 
» Right now, for instance, Mr 
Van Miert is holding up 
plans for Mr Murdoch's 
British satellite operation, 
BSkyB, to go digital, because he does not 
like its alliance with Britain's big telecoms 
company, BT. And Mr Murdoch has (as 
his recent bid for Italy's Mediaset showed) 
plans to do more on the continent. | 

In Britain, Mr Murdoch is used to be- 
ing able to intimidate governments 
through the power of his newspapers. But 
the commission; being unelected, has no 
reason to fear him. So grovel he must. 


Czech Republic 


Sad gypsies 


PRAGUE 


T HE Czech Republic is not a happy place 
for its 300,000 or so gypsies. They are 
discriminated against in shops, restau- 
rants, on public transport and in the search 
for work. Nearly three-quarters, by some 
government estimates, have no job (the na- 
tional unemployment rate is under 6%). 
Though they amount to barely 3% of the 
population, physical attacks against them 
are becoming commoner. 

In February, Helena Birhariova, a 26- 
year-old mother of four, became the 29th 
gypsy known to have been killed in the 
Czech Republic in a racist attack since com- 
munism collapsed in 1989 (and Slovakia 
has its fair share of gypsy victims too). She 
was beaten unconscious by three skin- 
heads, then thrown into a river, where she 
drowned. Cyril Svoboda, the interior min- 
ister, plays down racially motived violence. 
He says it accounts for only 0.4% of all re- 
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corded crime. The public, he implied, were 
over-reacting to Mrs Birhariova's murder. 

In any case, racial crime is growing. In 
1990 the police looked into nine cases; last 
year there were 159. And many gypsies (or 
Roma, as most prefer to be called) are 
scared of reporting assaults to the police— 
not surprisingly, given that a recent govern- 
ment report said that nearly two-thirds of 
Czech policemen think gypsies are to 
blame for provoking the attacks. Vaclav 
Havel, the Czech president, has accused the 
police of sometimes “hiding around cor- 
ners to avoid dealing with such cases". 

Mrs Birhariova's murder has set off a 
new surge of gypsies seeking havens 
abroad. The Romany Civic Initiative, a 
civil-rights group, has asked whether it 
might lodge an “application for refugee sta- 
tus en masse” at the American embassy in 
Prague, the Czech capital. Last autumn, 
hundreds of Czech and Slovak gypsies 
turned up in the British port of Dover, seek- 
ing asylum. Canada has reintroduced visa 
requirements for Czechs after 1,285 Czech 
gypsies claimed refugee status last summer. 
Canada and Britain have yet to accept that 
persecution of gypsies might justify asy- 
lum. In Britain, where some 200 are wait- 
ing for claims to be assessed, one family has 
won leave to appeal against expulsion. 

At least such events are now being 
widely aired in the Czech press. Some com- 
mentators, pointing to an increase of neo- 


- Nazi skinhead groups, have even predicted 


"race war". Yet it is not just far-right hooli- 
gans who threaten Czech gypsies. Many or- 
dinary Czechs are deeply hostile. 

“In this country,” says Ladislav Body, a 
former member of parliament and himself 
a gypsy, “people think every Romany is a 
thief" Too many gypsies are indeed, he ad- 
mits, pickpockets and petty thieves. But 
poverty may play a part in that. Gypsies 
also tend to have large families and, find- 
ing jobs hard to come by, depend on wel- 
fare. This enhances their popular image as 
work-shy, criminal scroungers. 

Some politicians pander to such preju- 
dice. When, last summer, hundreds of gyp- 
sies set off for Canada, a provincial mayor- 
ess said her town would happily help pay 
for them to get out. When a right-winger, 
Jindrich Vodicka, was social-affairs minis- 
ter, he said he would “go mad if he lived 
next door to gypsies”. Miroslav Sladek, 
leader of the far-right Republicans, whom 
about a tenth of Czechs support, says gyp- 
sies are “born criminal”. 

Not that Czechs are alone in their gypsy- 
bashing. In neighbouring Slovakia, the gov- 
ernment coalition includes the Slovak Na- 
tional Party, an avowed chauvinist group 
whose leader, Jan Slota, says the best way to 
deal with gypsies is with “a big whip and a 
small yard”; his party is in charge of the 
education ministry. 
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Bosnia 


Councils of 
despair 


SARAJEVO 


EACE, if it ever comes to Bosnia, will 

come last to Srebrenica. In 1995, during 
Bosnia’s war, Serbs carving out their own 
swathe of the country massacred some 
6,000 Muslims there. Survivors, now living 
in Muslim-run bits of Bosnia, elected a 
Muslim-dominated city council in last Sep- 
tembers local elections. But Srebrenica's 
new (Serb) residents then chased away the 
new (Muslim) councillors. Now the West, 
which keeps adding to its powers to run 
Bosnia's affairs, has taken the council over. 

Srebrenica is not the only awkward 
municipality. Bosnians displaced by the 
war—about half the population—may vote 
either in places of exile or in their original 
homes as a prelude to their eventual per- 
manent return. Many displaced Bosnians 
voted in places of refuge. That does not 
bode well for undoing ethnic cleansing, a 
main aim ofthe Dayton peace accord, but it 
has helped to get councils up and running. 
TheOrganisation for Security and Co-oper- 
ation in Europe (OSCE), which oversees Bos- 
nia's elections, has so far certified 125 of the 
136 municipalities, which means the coun- 
cil has met at least once and its mayor and 
his deputies have been chosen. 

The tough cases are the dozen towns in 
which exiles won majorities or a big share 
of the seats. Some of these have govern- 
ments that function—after a fashion. Drvar, 
which Croats control, has a Serb mayor 
who has returned from exile in the Serb bit 
of Bosnia to take up his duties. But the 
Croats fixed the rules so that he needs a two- 
thirds majority to get anything through the 
council. Unsurprisingly, a mere 600 of 
more than 15,000 refugees from the town 
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RICOH IET CS 
i vs; ; ZU ERN. TE 
^ Me A a Seated È a 
E } t 44 e 






MUSLIM-CROAT 27 
FEDERATION 







Adriatic Sea 


have returned. In nine towns where inhab- 
itants have blocked exiles from taking of- 
fice, the osce has had to choose mayors it- 
self and compel councils to meet. 

Even that has not worked in Srebrenica. 
In January 600 Serbs blocked the arrival of 
the 25 Muslim councillors and stoned the 
car of an OSCE official; a NATO helicopter 
escorting him crashed into a hillside as the 
crowd cheered. Last month Serb council- 
lors played the Bosnian Serb Republic’s an- 
them at the council’s inaugural session, 
breaking an agreement and prompting the 
Muslims to walk out. The instalment of a 
more amenable prime minister in the Serb 
Republic this year has not softened them. 

Now the osce has had to take over. On 
April 6th it suspended Srebrenica’s assem- 
bly and said it would appoint an adminis- 
trator within ten days. Foreign governors 
are no longer a rarity in Bosnia. Brcko, a 
strategic northern town which both the 
Serb Republic and Bosnia’s other entity, the 
Muslim-Croat Federation, say should be 
theirs, now has an American adminis- 
trator; Mostar, a southern town split be- 
tween Muslims and Croats, was run largely 
by an appointee of the European Union 
until last year. But Srebrenica’s new boss 
will have even wider powers. He will con- 
trol most municipal assets, including, per- 
haps, the local media, and 
will head an “interim exec- 
utive board” consisting of 
four Serbs and four Mus- 
lims. If the board fails to 
agree, he can rule by decree. 

That would be risky. By 
taking over Srebrenica, the 
OSCE might in effect, albeit 
temporarily, disfranchise 
the massacre's survivors. 
Yet it might also raise 
expectations. Srebrenica's 
displaced Muslims may 
now look to the OSCE to 
help them get their homes 
back—by ejecting hostile 
Serb squatters. In vain. For 
that sort of rough stuff, the 
OSCE is hugely unsuited. 
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Cardinal Martini, shaker, stirrer 


E LOOKS like one of those severe Renaissance popes: tall, 
elegant and bony, with grey hair combed smoothly back, a 
beak ofa nose and piercing blue eyes. He might have stepped out 
of a canvas by Raphael. But looks can mislead. Carlo Maria Mart- 
ini, the cardinal archbishop of Milan who is favourite to become 
the next pope, could become the Vatican’s arch-modernist. 
Mind you, Pope John Paul II is not about to bow out: though in 
poor health, he is determined at least to cross the millennial 
starting-line. Besides, papal favourites often fail to win the Holy 
See; at 71, Cardinal Martini’s age may be against him. Still, he is 
already sounding a bit like the Eu’s official candidate. If he did 
become pope, he might shake things up quite a bit. 

For sure, no one else in the Catholic hierarchy has the same 
grasp of issues, worldly as well as 
Spiritual. He can expound on Eu- 
rope’s coming single currency. He 
knows the ins and outs of global im- 
migration. He understands the wiles 
of the media. He is a diplomat who 
has deftly handled such tortuous 
matters as relations between Chris- 
tians and Jews. He is well-travelled 
and sophisticated, as popular in the 
Anglo-Saxon world (he was recently 
in New York) as in southern Europe. 

Not least, he is an outstanding 
theologian. Though not much of a 
preacher, being a bit wooden and 
rather reluctant to play to the gallery, 
he is a trenchant writer, with some 
150 books and pamphlets to his 
name (and some 15m copies sold). 

Born into a steady middle-class 
family in Turin, the cardinal still has 
a thickish Piedmontese accent. The 
Jesuits took him in hand as a boy— 
and made him one of their own. He 
rose fast, becoming head of the Vati- 
can's Pontifical Bible Institute in 
1969. Nine years later he was in 
charge of the Gregorian University, 
the world's foremost Catholic theo- 
logical college. But soon after, in 1979, the new pope, John Paul 
Il, made him archbishop of Milan. 

At first the cardinal (as he became in 1983) was not too keen 
on the job. Jesuits do not often hold high episcopal positions. 
His bent for biblical and theological history had always drawn 
him towards Jerusalem, where—in his own words—he still in- 
tends "to end his life on this earth". But, ever adaptable, he dug 
himself into less-than-holy Milan. Energetic and quick on the 
uptake, he is entirely at ease in the hurly-burly of this most mod- 
ern of Italian cities, with its plethora of painful social problems. 
Its pensioners have tripled in number since 1980. People living 
alone have doubled. Immigrants now make up a good tenth of 
its 1.3m inhabitants. Last December, in his annual speech in 
honour of St Ambrose, the city's patron saint, the cardinal spoke 
up for "solidarity", giving warning against “la rabbia dei pov- 
eri” (the wrath of the poor) and the dangers of a society where 
“two-thirds are well-off and the rest are wretched, their voices 
unheard”. This Maundy Thursday, he will have washed the feet 
of 12 immigrants in the Duomo, Milan's cathedral. 

These days, however, the cardinal's vision goes beyond Mi- 
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lan. He is much bound up with the idea of “Europe”. He smiles 
upon the efforts of Romano Prodi, Italy’s prime minister, to pull 
his country into Europe’s single currency. The cardinal likes 
Jacques Delors, the European Commission’s crusading (and 
zealously Catholic) former president. Germany's chancellor, 
Helmut Kohl, Catholic too, has declared the cardinal “a great 
European”, who, in return, says the continent should have a 
“strong, flexible federal structure”. He would like the Maastricht 
treaty “reviewed”, since it does not go far enough. “We must go 
beyond the logic of a Europe of the market-place,” he says. 

But he has also, of late, sounded nervous. Europe's obsession 
with the single currency may, he fears, slow down the pace of 
enlarging the Union to the east. Here, it seems, the views of his 
Polish boss—with whom he is said to 
be friendly, though not especially 
close—may have rubbed off. “En- 
largement poses a special challenge 
to Europe’s leaders,” he says. 

And he frequently badgers EU 
leaders to create a common Euro- 
pean foreign policy. “Faced with the 
tragedies and wars scarring the 
world,” he told an audience of Euro- 
MPs in Strasbourg, “the European 
Union should not duck out or arrive 
when it is already too late.” While 
damning nationalism of any kind, 
he also denigrates localismo—a dig, 
it seems, at such regional outfits as It- 
alys own separatist Northern 
League, of which Milan is a hub. 
“Euro-centricity” also gets the cardi- 
nal's disapproval. Europe's spirit, he 
fears, is in danger of being under- 
mined by affluence and egotistical 
materialism. In every speech, he 
pleads for a return to fundamental 
values of kindness and decency. He 
particularly bemoans the scourge of 
unemployment. 

But Cardinal Martini is no soggy 
sentimentalist. Unlike most bishops, 
he extols business efficiency and accepts the onset of "global 
markets" as inevitable, even if he thinks they should sometimes 
be regulated. The Eu should face the challenges of competition 
more robustly. Though he reminds the Union's high priests not 
to forget the poor, he also worries about the culture of welfare 
and dependency. “I don't believe it is globalisation that has 
wrecked the welfare state," he says. 

He is also in the vanguard of the church's drive to get on 
better terms with the rest of the world. He strongly approves of 
the Vatican's recent document deploring anti-Semitism. Six 
years ago—long before the latest document was drafted—he de- 
clared that "the tragedy of the genocide known as Shoah still 
weighs heavily on the European conscience—and always will." 

Though himself fairly orthodox in theological doctrine, he 
would—if he became pope—be notably more flexible than John 
Paul on certain social issues. He would be more open to the idea 
of female deacons and perhaps, eventually, female priests. In- 
deed, he has already told the Bsc that the celibacy of priests 
stems from “a historical decision that could be changed". New 
Europe, new pope, new Catholicism? 
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An Awtully Big Adventure 


OR Peter Pan, the Awfully Big Adventure was 

death. The advent of Europe's single currency, 
the euro, may merely be “purgatory”, according to 
Antonio Fazio, governor of the Bank of Italy. But 
there is no doubt that European economic and 
monetary union (EMU), due to start next January, is 
a big and potentially risky step, both politically and 
economically. The euro will be the most visible 
proof yet that Europe's citizens are part of a wider 
European Union. As adventures go, this one will be 
historic. 

Eurosceptics like to claim that the single cur- 
rency was foisted on Europe by Germany's Helmut 
Kohl and France's Francois Mitterrand, egged on by 
the European Commission president, Jacques De- 
lors, at the Maastricht summit in December 1991. 
Yet the idea can be traced back at least to the start of 
the common market in 1958 (see box, next page). Its 
roots go back further still. Over 130 years ago France 
set up a Latin Monetary Union that also embraced 
the unlikely quintet of Belgium, Italy, Switzerland, 
Bulgaria and Greece. At the time Walter Bagehot, 
the editor of this newspaper, commented with what 
now looks like remarkable prescience: 

If we do nothing, what then? Why, we shall be left out in 
the cold... Before long, all Europe, save England, will 
have one money, and England be left standing with an- 
other money. 
As it turned out, that monetary union did not last. 
Theversion now about to be introduced has a better 
chance of sticking; but considering how imminent 
itis, the public issurprisingly ignorant about it, and 
debate about its potential economic effects has 
been notable for its absence. Since the Maastricht 


THE ECONOMIST APRIL 11TH 1998 


treaty was signed in 1992, most European countries 
have concentrated on a quite different set of ques- 
tions. Will we qualify under the criteria laid down 
at Maastricht? Could the single currency be de- 
layed, if only for a year or two? And is there a chance 
it might never happen at all, despite the treaty com- 
mitment? 


From summit to molehill 


Formally speaking, these questions will be decided 
on May 2nd-3rd, when Europe's heads of govern- 
ment meet in Brussels to select the first round of 
participants in the euro. The summit leaders will 
cast a qualified majority vote (in which each coun- 
try's vote is weighted according to its size) on the list 
of candidates proposed by the European Commis- 
sion in its recent "convergence report". To help 
them make up their minds, the leaders will also 
have a report from the European Monetary Insti- 
tute, the forerunner of the European Central Bank; 
opinions from the European Parliament; and re- 
ports from some national central banks, including 
the German Bundesbank and the Bank of France. 
With such a mountain of paper to be tackled, 
the summit promised at one time to degenerate 
into one of those classic nail-biting EU negotiations 
in which votes are traded off, bargains are struck on 
wholly unrelated issues and sessions drift tensely 
through the night—with the added piquancy that 
the meeting will be chaired by someone with no di- 
rect stake in the subject. Although Britain has opted 
against taking part in the euro for now, its prime 
minister, Tony Blair, will be presiding over the 
meeting because Britain currently holds the six- 


The European 
economies are 
ill-prepared for 
the euro, which 
will arrive in less 
than nine 
months' time. To 
ensure its Success, 
they will need to 
become far more 
flexible and 
competitive, says 
John Peet 
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monthly Eu presidency. 

However, the May summit is already beginning 
to look like an anti-climax. Following the commis- 
sion's report, it seems all but certain that 11 of the 
EU's 15 members will join the euro. Greece is keen, 
but will have to wait because it cannot for now pass 
the Maastricht tests. Only Britain, Denmark and 
Sweden will stand aside by choice. The press has 
been squared, the markets prepared; even specula- 
tors are quiescent. A last-minute court challenge in 
Germany was dismissed on April 2nd. 

As if to defy the speculators, bilateral conver- 
sion rates between currencies will also be fixed at 
the May summit. Conversion rates into the euro 
cannot beset until December 31st, because one euro 
has to equal one ecu, which includes three curren- 
cies (those of Britain, Denmark and Greece) that will 
not be in the euro. After that date there will be a 
three-year transition period during which national 
currencies will continue to exist, but as subdi- 
visions of the euro. On January 1st 2002, euro 
banknotes and coins will be introduced; soon after 
that national banknotes and coins will cease to be 
legal tender (see table 1). 

Why has the arrival of the euro become such a 
certainty, after the earlier doubts? Largely thanks to 
the economy. When the Maastricht treaty was 
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signed, there seemed plenty of time for EU member 
governments to rein in inflation and put fiscal 
houses in order before the single currency was 
launched. It also seemed likely that only seven or 
eight countries would join initially. But a wrench- 
ing recession in the early 1990s, combined with the 
near-collapse of the European exchange-rate mech- 
anism in 1992-93, put the first at risk. At the same 
time governments such as Italy’s and Spain's 
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HE desire for currency stability in 

Europe has deep roots. Some go back 
to the 19th century—the Latin Monetary 
Union, German currency union, the 
gold standard. Currency instability in 
the 1920s and 1930s reinforced that de- 
sire. Yet when the common market was 
established in the late 1950s, monetary 
union was not explicitly on the agenda, 
although exchange rates were identified 
as matters of common interest. 

At that time, however, the Bretton 
Woods system of fixed exchange rates 
still seemed in good shape. Even so, by 
1962 the European Commission had 
got round to proposing a single cur- 
rency. By the end of that decade, Bretton 
Woods was dying; President Nixon's 
abandonment in 1971 of the link be- 
tween gold and the dollar was the final 
nail in the coffin. 

Meanwhile, the revaluation of the p- 
mark against the French franc in 1969 
had caused so much angst across Eu- 
rope that Willy Brandt, Germany's then 
chancellor, revived plans for European 
monetary union. Brandts plan was 
taken up in the Werner report, which 
proposed moving to a single currency 
in 1980. This report was approved by 
Europe's heads of state in 1971, but im- 
mediately knocked out by the collapse 
of Bretton Woods. Undeterred, Europe 
soon introduced a system to tie curren- 
cies to the p-mark, dubbed the “snake in 





the tunnel". However, the snake was 
destined to lead a fitful and unsatisfac- 
tory life: Britain joined in May 1972, 
only to leave six weeks later, and both 
France and Italy joined and left twice. 

In 1978, with no sign of a general re- 
turn to fixed exchange rates, the search 
for European stability gave birth to the 
European Monetary System. Its parents 
were Germany's Helmut Schmidt and 
France's Valéry Giscard d'Estaing, with 
Roy Jenkins, then commission presi- 
dent, acting as godfather. In March 
1979, all member countries except Brit- 
ain joined the system's exchange-rate 
mechanism (ERM), which limited fluc- 
tuations to 2'4% either side of a central 
rate (6% for those with wide bands). 

But the ERM, too, proved unsatisfac- 
tory. France and Italy repeatedly de- 


valued, and France, under à new Social- 
ist president, Francois Mitterrand, in 
1982-83 toyed with leaving. In the end it 
decided to stay, thanks not least to 
Mitterrand's finance minister, Jacques 
Delors. And when, a few years later, Mr 
Delors arrived in Brussels as commis- 
sion president, he once more dusted 
down the idea ofa single currency. 

The result was the Delors report, 
commissioned in June 1988, which ad- 
vocated a staged move towards mone- 
tary union. This formed the basis for the 
Maastricht treaty, signed in early 1992. 
Soon afterwards, however, the treaty 
was narrowly rejected by Danish voters 
in a referendum; the subsequent uncer- 
tainty led to a speculative attack on the 
ERM that in September 1992 prompted 
the departure of the lira and the recently 
joined sterling, and a year later the wid- 
ening of the exchange-rate bands for all 
currencies to 15% either side of the cen- 
tral rate. 

The two ERM crises produced re- 
markably diverse reactions in different 
member countries. In Britain, they rein- 
forced doubts about the desirability, 
and even the feasibility, of the single 
currency. In Italy, they merely strength- 
ened the country's determination to 
qualify for the euro. Most other Euro- 
pean countries also concluded that, in a 
world of newly freed capital move- 
ments, the single currency was the only 
way to achieve currency stability. Five 
years on it is about to burst upon them. 
But can they live with it? 
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started to protest noisily about the possibility of be- 
ing left out. The result was much speculation about 
delay or even cancellation of EMU. 

Most European leaders, notably Helmut Kohl, 
stood firm, as did the European Commission. The 
figures for the Maastricht criteria were judiciously 
fudged, even in Germany. Yet as recently as last 
summer, promises that the single currency would 
arrive on time still looked other-worldly. Then, at 
last, Europe’s economies sputtered into life. Now 
the recovery seems increasingly robust, despite the 
aftershocks of the Asian crisis. It is this, more than 
any quantity of fudge, that has made the task of 
qualifying under the Maastricht criteria easier than 
expected. The Union’s average growth rate this year 
and next is now expected to be 2.8% and 3% respec- 
tively, the fastest of the decade, though fallout from 
the Asian crisis may yet reduce these numbers. Un- 
employment in all Eu countries, even Germany, is 
at last heading down—although it is still much too 
high. Inflation everywhere remains subdued. 

In short, and to a large extent by chance, the euro 
should begin its life against the best economic back- 
ground in ten years. That is fortunate for compa- 
nies, banks and financial institutions, for the tran- 


sition to the euro is going to be costly for them. Yet 
even this has its advantages. Yves-Thibault de Sil- 
guy, the European commissioner for monetary af- 
fairs, points out that spending on preparations for 
the euro, coming on top of spending to avert the 
millennium computer time-bomb, will itself give 
Europe’s economies a boost. 


Now make it work 


So far, then, the eurosceptics have been proved 
wrong. But now attention is switching to the far 
trickier questions of how 11 disparate European 
economies (and perhaps more, as latecomers join) 
will cope with a single monetary policy and the loss 
of all their exchange-rate flexibility; how the un- 
tried European Central Bank will perform; and 
what will happen when the Eu economies next hit a 
downturn. These questions form the main subject 
for this survey. 

The place to begin is with the economics of a 
single currency. It is, after all, in the first instance an 
economic idea, even if it has now become mainly a 
political matter. Sadly, if predictably, economists 
are unable to agree on its effects—still less on its de- 
sirability. 





A primer in economics 


N 1961 Robert Mundell, an American academic, 

published a short article outlining a theory of 
"optimal currency areas". The theory was refined 
later, but its essence remains the same. It proposes 
that there are gains to be had from sharing a cur- 
rency across borders—more transparent prices, 
lower transaction costs, greater certainty for inves- 
tors, enhanced competition. For the Eu the Euro- 
pean Commission has put these gains at 0.5% of 
GDP—a substantial sum. A single monetary policy 
run by an independent central bank should also 
deliver price stability, a valuable gain for the many 
European countries with poor inflation records (see 
chart 2). But a single policy can also impose costs, 
especially if interest-rate changes affect different 
economies in different ways. 
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Moreover, the broader benefits of a single cur- 
rency must be weighed against the loss of two policy 
instruments: an independent monetary policy and 
the option of changing the exchange rate. Losing 
these is especially grave if a country or region is 
likely to suffer from “asymmetric shocks” that affect 
it differently from the rest of the single-currency 
area, because it will no longer be able to respond by 
loosening its national monetary policy or devalu- 
ing its currency. 

Optimal currency theory then looks at alterna- 
tive responses to asymmetric shocks, singling out 
three. The first is mobility of labour: workers in the 
affected country must be able and willing to move 
freely to other countries. The second is flexibility of 
wages and prices: the country must be able to adjust 
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these in response to a shock. The third is some auto- 
matic mechanism for transferring fiscal resources 
to the affected country. 

The theory concludes that for a currency area to 
have the best chance of success, asymmetric shocks 
should be rare, implying that the economies in- 
volved are on similar cycles and have similar struc- 
tures. Moreover, the single monetary policy should 
affect all the constituent parts in the same way (in 
the jargon, through similar transmission mecha- 
nisms). There should be no cultural, linguistic or le- 
gal barriers to labour mobility across frontiers; 
there should be wage flexibility; and there should 
be some system of stabilising transfers. 


Sub-optimal Europe 

It does not take an economics professor to see that 
none of these conditions is met in the European 
Union. There are cyclical and structural differences 
among EU economies, and interest rates operate in 
different ways. Europe has experienced several big 
asymmetric shocks in the past decade, including 
the unification of Germany and the collapse of Fin- 
land's trade with the former Soviet Union. There is 
little or no labour mobility among the member 
countries, and wages are notoriously rigid. More- 
over, there is little enthusiasm for an expansion of 
the EU budget to allow for big fiscal transfers. 

At this point, many economists compare and 
contrast Europe with the United States, which has a 
similar-sized economy and population. American 
regions also suffer from asymmetric shocks—Texan 
oil in the mid-1980s, New England's property col- 
lapse in the late 1980s, California's defence bust of 
the 1990s. But at least wages and prices are more 
flexible, people in search of jobs cross state borders 
freely and willingly, capital and product markets 
are more deregulated than in Europe, and the fed- 
eral government plays an important stabilising 
role. Calculations in the 1980s suggested that, on av- 
erage, 4096 of any drop in gross state product was 
offset through higher benefits received from, or 
lower taxes paid to, the federal authorities. 

This optimal currency area theory may sound 
esoteric, but it is a main reason why so many econo- 
mists, especially but not only in America, are hos- 
tile to EMU. One noted critic, Martin Feldstein at 
Harvard University, has even suggested that the sin- 
gle currency could lead to war*. 

Oddly enough in view of his strictures, Mr 
Mundell himself seems to take a more favourable 
view of the euro than many of his followers. This 
may be because there are practical answers to many 
of the theoretical objections. The United States is 
probably not an optimal currency area either, but 
the existence of the dollar has moved it closer to be- 
coming one. Both the amount of labour mobility 
and the extent of stabilising fiscal transfers in Amer- 
ica may have been exaggerated. One new study sug- 
gests that these days only 10% of any fall in gross 
state product is compensated via the federal 
government. 

Europe’s shortcomings, too, can be exaggerated. 


*"The Euro and War’, by Martin Feldstein. Foreign Affairs, 
November/December 1997 

Redistribution vs Insurance: Does Europe Need a Fiscal Federa- 
tion?”, by Antonio Fatas. Economic Policy 26: Prospects and Chal- 
lenges for the Euro. CEPR/Blackwell, forthcoming 





For instance, labour mobility is extremely limited 
not just between European countries, but within 
them too; yet their own single national currencies 
seem to be working perfectly well. Asymmetric 
shocks may be less common in diversified Europe 
than in some of the highly specialised regions of the 
United States—and they are more likely to hit in- 
dustries or regions than individual countries, mak- 
ing the exchange rate the wrong adjustment tool. 
Moreover, asymmetry has often been magnified by 
different policy responses to shocks—which will 
disappear once monetary policy is safely in the 
hands of an independent European Central Bank. 

The absence of fiscal transfers is more serious. 
As long ago as 1977, the MacDougall report advo- 
cated a big expansion of the European budget, to 
perhaps 7% of Gpp, to enable it to play a more sub- 
stantial stabilising role. Alexandre Lamfalussy, the 
first president of the European Monetary Institute, 
thinks monetary union will necessitate a much big- 
ger EU budget. But most EU members, under pres- 
sure to cut public spending at home, are unwilling 
to let the budget rise above its present ceiling of 
1.27% of their combined GDP. 

Meanwhile, however, national fiscal policy re- 
mains available (though unhelpfully constrained 
by the “stability and growth pact”, see next section). 
Indeed, given that the public sector as a proportion 
of GDP is bigger in Europe than in America, na- 
tional fiscal policies in the EU should have com- 
mensurately bigger stabilising effects. Commission 
officials also draw attention to Article 103(a) of the 
Maastricht treaty, which would permit an aid pack- 
age to a euro member that got into real difficulties. 

In any case, the arrival of the euro will itself 
change Europe's economy, just as the dollar did 
America's. Indeed, the arguments of some of the 
economics literature are circular, to the point where 
an optimal currency area sometimes seems to be 
defined as one that has a single currency. Similarly, 
the arrival of the euro may make asymmetric shocks 
less likely—not only by eliminating those that are 
policy-induced, but also by promoting the conver- 
gence of trade and economies. 

Economists’ doubts about the euro also tend to 
ignore the alternative. Pace some enthusiasts, the 
single currency is not itself a necessary adjunct to 
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the single market. Yet in an increasingly integrated 
Europe, the independent use by a member country 
of monetary policy or the exchange rate is seldom 
easy to justify. Monetary policy should focus on 
price stability, as the European Central Bank will be 
required to do. As for devaluation, most studies sug- 
gest that its beneficial effects on competitiveness 
are only temporary; over time they are eroded by 
higher prices. Devaluation also causes tensions in- 
side the single market; in 1993, French officials say, 
France lost nearly 1% of Gpr thanks to “competi- 
tive" devaluations in Italy and Britain. 

Arguments about the economics of the single 
currency also ignore the fact that, barring an ex- 
traordinary external shock, Europe is about to em- 
brace the euro. To abandon it now would do enor- 
mous political damage to the Eu, and could trigger 
a potentially devastating bout of currency instabil- 
ity. The p-mark would shoot up, and so would inter- 
est rates in Italy and Spain. In these circumstances, 
just keeping the single market together might be- 
come difficult. The lack of a viable alternative is it- 
self a powerful, if negative, argument for going 
ahead with EMU. 


Euro-effects 


Some of the economic effects of EMu are already 
emerging. The most immediate impact will be on 
Europe's capital markets, which are likely to be- 
come more like America’s. Henry Kaufman, a 
shrewd Wall Street financier, goes so far as to fore- 
cast “a new colonisation by Anglo-American finan- 
cial markets". Banks are likely to lose their prime 
role in financing industry to the securities markets, 
which can be expected to develop rapidly. The euro 
area's bond market will rival America's, and so will 
its stockmarkets. Capital market reforms should 
both reduce the cost of capital and improve its allo- 
cation. Some economists reckon that ineffective 
capital markets are one of the main causes of Eu- 
rope's high unemployment. 

How fast will reforms come? Here opinions dif- 
fer. Some economists reckon that capital markets 
are quick to change. Already most prospective euro 
members have announced that both existing and 
new government debt will be denominated in 
euros from January 1st. Companies will follow suit. 
Yet other economists point to the absence, so far, of 
benchmark bonds. France is already manoeuvring 
to give this status to its Treasury bonds, though in 
the long run German government bonds seem a 
better bet. And there are lots of tax, regulatory and 
cultural differences among euro countries that will 
still stand in the way of free investing and borrow- 
ing across borders. A genuine single capital market 
may take some years to emerge. 

Even so, European financiers are getting ready. 
The past 12 months have seen a spate of bank merg- 
ers in Europe, including the takeover by the Dutch 

banking group ING of Belgium’s Banque Bruxelles 
Lambert, a Bavarian marriage of Bayerische 
Vereinsbank with Bayerische Hypo-Bank, and (out- 
side the euro area) the merger of Swiss Bank Cor- 
poration with Union Bank of Switzerland. Conti- 
nental Europe remains overbanked compared with 
America and Britain: more mergers, branch clo- 
sures and job losses are inevitable. 

A similar picture is emerging in the insurance 
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industry. Zurich is merging with B.A.T Industries’ in- 
surance interests, and Germany's Allianz and Italy's 
Generali are fighting over France's AGF group. And 
the euro merger mania is beginning to stretch to in- 
dustries beyond finance. Once prices across Europe 
are in euros, instead of escudos or Finnish marks, 
price comparisons will be instant-and compe- 
tition, at both retail and wholesale level, will hot up 
significantly. That is why industries selling into 
most European markets—such as car and drugs 
makers—are all cutting costs and seeking partners 
in preparation for the pressure the euro may put on 
their margins. 

This should be good both for Europe's consum- 
ers and their economies, subject to two caveats. One 
is that some industries might end up concentrated 
in particular regions or countries, as has happened 
in the United States. Nobody knows how far this is 
likely to go, though the single currency will clearly 
give specialisation a push. If Europe starts to look 
more like America, the risk of 
asymmetric shocks may increase. 

The second caveat is even more 
serious. Much of the restructuring 
that the euro will promote will de- 
liver benefits only if companies 
can shed labour. Yet this could, in 
the short run, increase Europe's al- 
ready unacceptably high unem- 
ployment. That may explain why 
European countries remain so un- 
willing to change labour-market 
regulations that make it hard to fire 
(and costly to hire) workers. Com- 
parisons of American and Euro- 
pean bank mergers suggest that 
cost savings are twice as high in 
America because jobs can be cut 
more easily. 

Yet if labour-market regulation genuinely pro- 
tected jobs, Europe's unemployment performance 
would be better than America's, not worse (see chart 
3). The evidence is clear: the way to cut unemploy- 
ment is to deregulate, trim welfare states and cut 
wages and, especially, non-wage labour costs; not, 
as Europe has done, to regulate, protect welfare and 
allow non-wage labour costs to go through the roof. 

This raises perhaps the most crucial economic 
issue of all. The arrival of the single currency makes 
it more urgent to bring in broader structural re- 
forms to Europe's sclerotic economies. True, the sin- 
gle currency is starting at a serendipitous moment, 
but despite relatively buoyant economies Europe 
continues to suffer from high unemployment, most 
of it structural rather than cyclical—which the euro 
on its own will do little to cure, and could conceiv- 
ably worsen in the short run. The loss of indepen- 
dent monetary and exchange-rate flexibility makes 
it essential to improve European economies' flex- 
ibility in other respects. 

So the 64,000-euro question about EMU is: will 
it help to bring about structural changes? Some are 
sceptical, considering that the two are essentially 
unrelated. That is why the International Monetary 
Fund, for instance, has given warning* that, with- 
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*In a special section, “EMU and the World Economy”, in the IMF 
World Economic Outlook, October 1997 
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out structural reforms, the euro could make Eu- 
rope's economies even more rigid and less competi- 
tive. France and Germany have maintained a de 
facto monetary union for over a decade, yet both 
have been hideously slow to introduce structural re- 
forms. Indeed France (and Italy) are moving in the 
wrong direction by seeking to introduce a 35-hour 
working week. 

There is an even more apocalyptic view: that the 
euro may turn out to be an impediment to struc- 
tural change. The argument is that EMU, especially 
the painful process of trying to reach the Maastricht 
fiscal targets, has been a distraction from more im- 
portant reforms; governments can give their full at- 
tention to only one thing at a time. Yet the implica- 
tion of this is implausible: that the abandonment of 
EMU would unleash a spate of structural changes 
that most governments have so far been too timid 
to tackle. The reverse is surely more likely: that 
scrapping EMU would delay structural reforms for 
even longer. 


Hence the third, most robust view of EMU: that 
it will act as a catalyst for structural change. There is 
indeed some evidence that this is happening al- 
ready. Italy and Spain have partially deregulated 
their labour markets. All European countries, even 
France, are continuing to privatise state-owned in- 
dustries. There is a growing consensus that Europe's 
pension problem must be dealt with. In making the 
single market more competitive, and increasing 
price transparency, the euro is bound to increase 
the pressure for change. As Jean-Claude Trichet, 
governor of the Bank of France, puts it: “The single 
currency is per se a major structural reform." 

It is too early to be sure which of the three an- 
swers to the 64,000-euro question is correct. What is 
certain, however, is that Europe's governments have 
done themselves no favours with their design of the 
Maastricht criteria and the accompanying stability 
pact. Indeed, the blueprint is so inappropriate that, 
without changes, it could turn into yet another ob- 
stacle to structural reform. 





Maastricht follies 


ADDENINGLY, the Maastricht treaty did not 

even attempt to do anything that would 

help to turn Europe into an optimum currency 

area. It ignored the copious literature on the subject, 

and instead came up with three proposals that have 

nothing to do with optimum currency areas, at least 

one of which is likely to turn out a positive hin- 

drance. It is partly thanks to this bungled design 

that so many doubts remain about whether the 
euro will work. 

The first proposal was to set up five “conver- 
gence criteria" that a country would have to comply 
with before joining the single currency (see table 4 
for the commission's assessment of their perfor- 
mance). Nothing wrong with that, you might think. 
The trouble is that, with the possible exception of 
inflation, none of the criteria has much bearing on 
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a country's fitness for EMU. Low interest rates flow 
automatically from low inflation. Exchange-rate 
stability may, it is true, make it easier to choose the 
right rate for conversion into the euro. But since the 
introduction of wider 15% bands in 1993, this has 
been the subject of fierce arguments, with Britain 
and Sweden (both outside the ERM) arguing that the 
criterion no longer means anything, whereas the 
rest still want to enforce it. 

The biggest controversy, however, has sur- 
rounded the other two criteria, on public finances. 
They were introduced largely at the insistence ofthe 
Germans, who feared that the euro might be con- 
taminated by profligate public borrowing. A sec- 
ondary motive was to restrict EMU, at least initially, 
toa hard core of members, perhaps made up of Ger- 
many, the Benelux three, Denmark and France. It 
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was already clear that the single currency would be 
unpopular with German public opinion; all the 
more so if it embraced fiscally unruly Mediterra- 
nean folk, especially Italians. 

This plan seems to have backfired. For a start, 
the figures had to be fudged even for the hard-core 
countries. The debt criterion had to be qualified—to 
let in countries approaching the 60% ceiling “at a 
satisfactory pace"—to give Belgium any chance at 
all. France and Italy both resorted to huge one-off 
manoeuvres (a payment by France Télécom and a 
repayable euro tax respectively). Even Germany re- 
defined its hospital debt, although it had to give up 
trying to revalue its gold reserves in the face of fierce 
hostility from the Bundesbank. And, as the Ger- 
mans found, once one country is allowed to fudge, 
others are hard to stop. 

Moreover, the Maastricht criteria failed to keep 
out most of the Mediterraneans. Instead, they belat- 
edly encouraged Italy, Spain and the rest to make 
genuine improvements in their public finances. 
Those who dismiss the whole Maastricht process as 
fudge may scoff, but the Mediterranean countries 
have imposed real spending cuts and tax increases, 
more so indeed than Germany or France. The over- 
all eu budget deficit fell from 6.1% of GDP in 1993 to 
2.7% in 1997. The only country that will be excluded 
by the Maastricht criteria is Greece—and even it 
may join by 2001. 

The second Maastricht proposal was to set a def- 
inite date for the start of monetary union that could 
not be changed. The date chosen was 1999 (with a 
provision to start in 1997 if enough countries were 
ready, but this was never a runner). There was a 
contradiction between setting a firm date and at 
the same time laying down strict criteria for would- 
be joiners. What would happen if no country (or, 
more realistically, only two or three countries) met 
the criteria? The treaty made no provision for 
delay—which did not stop plenty of speculation 
about it. 


Instability pact 
Happily, this is no longer an issue. Nor, for much 
longer, will the Maastricht criteria be. Moreover, 
even though those criteria have little to do with 
making EMU a success, the effort of meeting them 
has been good for a continent that urgently needed 
a period of fiscal consolidation. Maastricht has 
helped to produce what Mr de Silguy calls a “cul- 
ture of stability”. In this sense, barmy as the treaty 
provisions were, they may have helped to lay the 
ground for a successful launch of the euro. 

The same cannot be said of the third Maastricht 
proposal: to set firm limits, once EMU has started, 
on participants’ budget deficits through an “exces- 


| sive deficits procedure”. Subsequently these provi- 





sions of the treaty have been worked up, once again 
at German insistence, into a “stability and growth 
pact” that limits budget deficits to 3% of GDP, and 
threatens any country that exceeds them with heavy 
fines. This pact, unless either amended or ignored, 
has the potential to wreak serious damage. 

The thinking behind the stability and growth 
pact is simple: first, excessive public borrowing al- 
ways weakens a currency; and second, once a coun- 
try is in the euro, it may be tempted to borrow and 
spend at everyone else's expense, raising interest 
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rates for all. This could create a severe moral hazard. 
Yet this thinking is plain wrong. There is little evi- 
dence that budget deficits or high debts, per se, un- 
dermine currencies. Indeed, there are plenty of 
counter-examples: remember how huge budget def- 
icits helped to fuel both the strong dollar in the 
1980s and the strong p-mark in the 1990s. As for big 
debts, Belgium, which for years had the largest debt 
as a proportion of GDP in the OECD, has been able 
to maintain a strong currency in union with Lux- 
embourg, which has the smallest. 

Those concerned about moral hazard also over- 
look two points. In future, euro area countries will 
be borrowing in euros, not in national currencies 
they can directly control. The European Central 
Bank is specifically barred by the treaty from bail- 
ing out national governments. It is likely, therefore, 
that the markets will watch national borrowing 
more carefully than before—and if it gets too high, 
start to impose an interest-rate premium. Secondly, 
in a world of global capital markets it seems un- 
likely that one country's borrowing, however large, 
will have an appreciable effect on euro interest 
rates. Mexico's huge dollar borrowing in 1995-96 
did not raise American interest rates. 

Proponents of the stability pact might say, so 
what? It is surely better to keep down budget defi- 
cits in any case, with the aim of balancing the bud- 
get over the cycle. At the European Monetary Insti- 
tute, the stability and growth pact is welcomed. As 
Wim Duisenberg, its president, puts it, “It should 
produce a balanced policy mix that does not over- 
burden monetary policy." The fines envisaged in 
the stability pact are not automatic: they require 
majority approval among euro members. Even if 
they are approved, they do not become payable for 
at least two years. Any country that moves into re- 
cession will escape payment, allowing automatic 
fiscal stabilisers to come into play. Barry 
Eichengreen, an American economist and critic of 
the stability pact*, reckons it has enough loopholes 
not to be a big concern. 

Yet there remains a serious risk that the stability 
pact will interfere with automatic stabilisers. After 


*"The Stability Pact: More than a Minor Nuisance”, by Barry 
Eichengreen and Charles Wyplosz. In Economic Policy 26, CEPR/ 
Blackwell, forthcoming 
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Running Europe’s 
monetary policy 
will be hard; 
answering for it 
even harder 








all, Emu will have removed the scope for indepen- 
dent monetary or exchange-rate policies, leaving 
fiscal policy as one of only a few ways for a country 
to respond to a sharp economic downturn. If that 
country is already running a deficit close to 3%, as 
most euro members are today, it might not be able 
to let its automatic stabilisers work. According to 
OECD estimates, a 1% shortfall in GDP growth nor- 
mally pushes up the budget deficit by half a per- 


centage point. The stability pact’s let-out for a reces- 
sion is far too tightly drawn for this. Had the pact 
been in force over the past ten years, Germany and 
France would have had to pay fines (of 0.5% of GDP) 
respectively in three and four of those years. 

Worse still, central constraints on national fis- 
cal policy send two unhelpful messages to financial 
markets. One is that the centre is deeply concerned 
by excessive national debts—and, by implication, 
fears it may have to bail out an excessive debtor. 
That could undermine the no-bail-out clause in the 
treaty. Such a mechanism can be seen at work in 
America, where most states and cities are con- 
strained by balanced-budget rules; the markets as- 
sume that the federal government will, in a crunch, 
bail them out. In Canada, by contrast, there are no 
such constraints. As a result, credit ratings vary 
enormously between provinces. 

The second unhelpful message is that, with na- 
tional fiscal policy constrained, the only viable al- 
ternative must be an EU-wide fiscal policy, com- 
plete with fiscal transfers. Indeed, prospective 
members of the euro are already talking of co-or- 
dinating their fiscal policies. The commission, ever 
eager to promote fiscal harmonisation, is egging 
them on. Yet the public and political appetite for a 
federal system of fiscal transfers in Europe is lim- 
ited. Germany and the Netherlands have already 
threatened to cause trouble in the enlargement ne- 
gotiations unless their net EU budget contributions 
are reduced. 

In short, the stability pact, even with loopholes, 
may make it harder for the euro to weather the Eu's 
first economic downturn, and could increase the 
pressure for bail-outs or fiscal transfers. Luckily, 
with Europe's economies recovering and budget 
deficits declining, a downturn looks some years 
away. In the meantime, the European Central Bank 
will have plenty of other problems on its mind. 





A bank is born 


qr European Central Bank is due to start work 
ina month orso. Just six months later it will take 
charge of monetary policy for 11 of the EU's 15 mem- 
ber countries. As this survey goes to press, it still has 
no president and no executive board (see box, next 
page). Its total staff numbers less than 500. Is this the 
way to run a European monetary union? 

There is no reason to doubt the new bank's tech- 
nical competence. Its forerunner, the European 
Monetary Institute, chaired successively by a Bel- 
gian, Alexandre Lamfalussy, and a Dutchman, Wim 
Duisenberg, has prepared the ground assiduously. 
Most ofthe EMr's (and thus also the ECB's)staff come 
from national central banks, and have plenty of 
monetary-policy experience. Furthermore, the new 
bank will operate largely through national central 
banks, which make up the so-called European Sys- 
tem of Central Banks. 

The bank's monetary-policy instruments are 
also clearly defined. Most interventions will take 
the form of repo operations against recognised col- 
lateral. The bank will also offer a deposit rate. It will 
not run a discount facility along the lines of the 


Bundesbank’s, for that has been used as a way of 
subsidising smaller banks. It may, however, follow 
the Bundesbank in imposing reserve requirements 
on banks, although at the EMr's Frankfurt office 
there is a clear distaste for what can amount to à tax. 
And it has already set up and tested a euro-area pay- 
ments mechanism called Target. 

Yet technical instruments are no use without 
clear policies to guide them. Here the ECB will suffer 
from two uncertainties. The first, which should be 
clarified before next January, concerns the sort of 
target it should aim at. There is a choice of two: a 
money-supply target, as used by the Bundesbank 
and a few other continental central banks, or à di- 
rect inflation target, as pursued by the Bank of Eng- 
land and most ofthe rest. The trend is moving in the 
direction of the second, because money-supply fig- 
ures have proved unreliable predictors of inflation. 
But the argument of continuity (and probably also 
the ECB's top brass) may favour sticking with the 
money supply. 

In practice, the bank will have to pay attention 
to both targets. This is at least partly because of its 
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When the European single currency comes into effect, one thing 
is certain: a great deal will change. 

Without the traditional tools of interest rate control and 
exchange rate adjustment, governments will have to change the 
way they respond to fluctuations in their economies. 

As a result, we anticipate new thinking on taxation, more 
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For companies, the advent of a single currency should finally turn 


the much-vaunted single market into an everyday trading reality. 
Both cross-border investment and trade will become less risky. 

But, as the playing field widens, competition will inevitably intensify. 
In our view, the recent trend towards mergers and acquisitions 

will continue apace. Treasury functions will change. Traditional 


banking relationships will be transformed. 


All change for stock exchanges. 


As soon as the new currency is launched, most of Europe's stock 
exchanges are expected to quote shares in Euros. 

Without the traditional currency risks, there will be a much 
greater willingness to invest outside domestic equity markets. 

Throughout Europe, pension fund managers and private investors 
are already starting to change their asset allocation strategies and 


consider new benchmarks accordingly. 
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developing practical tools like portfolio rebalancing software for 
Euro-denominated securities to our recent merger with Mercury 


Asset Management, one of Europe's leading investment managers. 
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second uncertainty: about the usefulness and 
meaning of euro-wide aggregates. Getting inflation 
figures for the euro area may be relatively 
uncontentious. But money-supply figures are a dif- 
ferent matter. There will be no monetary history to 
go on. And the bank will have to wrestle with 
Goodhart's law, which states that any variable that 
becomes a policy target immediately changes its 
behaviour. 

Thecentral bank's difficulties are likely to be felt 
immediately because of differences between the 
core group of euro countries and the rest. The EMI 
constructed monetary models which suggested that 
the demand for money would be more predictable 
fora group consisting just of Germany, France, Aus- 
tria, the Benelux trio and Ireland than for a broader 
group that also includes Finland, Spain, Portugal 
and Italy. That was one big reason why German and 
Dutch central bankers favoured a small EMU. 

To make things more difficult, the euro coun- 
tries' cycles are recognisably out of synch. In par- 
ticular, Ireland, Spain, Finland and Portugal all 
seem to have pulled out of recession faster than 
France and Germany. That is why short-term inter- 
est rates in the peripheral countries have been 
higher than in the core. Now, when it comes to im- 
posing a single interest rate on the entire euro area, 
the odds are that it will either be too low for the 
periphery or too high for the core—or both. 

Of the 11 prospective euro members, Ireland is 


the most awkwardly placed. Partly thanks to its 
links with Britain, it came out of recession earlier 
than the rest of Europe and has recently enjoyed 
dizzy economic growth. For over a year its exchange 
rate was well above its central parity in Europe's ex- 
change-rate mechanism, prompting a 3% revalua- 
tion in mid-March. Yet that may not be enough to 
slow incipient inflation. Prices in Ireland in 1999 
are forecast to rise faster than anywhere else in the 
euro zone, and a speculative asset-price bubble is 
already forming. Entry into EMU will bring lower 
interest rates just when higher rates might be called 
for. Responding with tighter fiscal policy, when the 
budget is already in surplus, will win the govern- 
ment few friends. 


One size won't fit all 


Ireland is a microcosm ofthe problems the ECB will 
encounter in its early years in fashioning a single 
monetary policy appropriate for all euro members. 
There is a risk of an asset-price bubble emerging in 
Spain and Portugal too. And if these peripheral 
countries were then to move back into recession, 
ahead of France and Germany, the policy dilemma 
could become even worse. 

To complicate things further, from 1999 to 2002 
the euro will be circulating alongside national cur- 
rencies. True, those national currencies will, techni- 
cally, be mere subdivisions of the euro. But for Ger- 
mans or Frenchmen, the fact that their bank 
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Nuts and bolts 


HE two key bodies in the ECB will be 

an executive board, made up of a 
president, a vice-president and four to 
six members, each appointed to eight- 
year, non-renewable terms; and a gov- 
erning council, comprising the execu- 
tive board and the central-bank 
governors of all euro members. Mone- 
tary-policy decisions will be taken by 
simple majority. 

This structure resembles that of the 
Federal Reserve and the Bundesbank, 
with one big difference: the ECB is much 
more decentralised. The Fed's open- 
market committee, 12 strong, has seven 
governors from the centre and only five 
from among its 12 district branches. The 
Bundesbank council, which has 17 
members, includes nine Landesbank 
presidents, but they have less autonomy 
than Europe's national central bank 
governors. The greater decentralisation 
in the ECB will be reflected in its tiny 
staff: fewer than 500 at the centre, com- 
pared with over 20,000 for the Bundes- 
bank and 16,000 for the Bank of France. 

Will this decentralisation prove a 
problem? Daniel Gros, an experienced 
EMU-watcher at the Brussels-based Cen- 
tre for European Policy Studies, fears it 
might. Governors of national central 
banks will, he thinks, be loth to surren- 
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der more authority than they have to. 
They might produce their own fore- 
casts; they will certainly have their own 
policy views. Yet it will be important for 
the credibility of the system, especially 
in its early years, that the governing 
council should speak with one voice. 
The days before the spread of telecom- 
munications, when the Chicago Fed 
could set different interest rates from 
New York's, are long gone. 

All ofthis makes the job of president 
of the ECB particularly important. He 
(or she) will be the public face of the in- 
stitution. A strong president should be 
able to carry the governing council with 





him. The row over who should be the 
bank's first president is therefore espe- 
cially unfortunate. 

By rights, the job should have long 
ago gone to Wim Duisenberg, the vet- 
eran governor of the Dutch central 
bank. When he was appointed boss of 
the EMI 18 months ago, Mr Duisenberg 
sought assurances from his colleagues 
that, if only for the sake of continuity, he 
would also get the ECB presidency. All 
except Italy and France gave that assur- 
ance. The governor of France’s central 
bank, Jean-Claude Trichet, said he per- 
sonally would choose Mr Duisenberg. 
Yet in November last year the French 
government announced that it was 
nominating its own candidate for the 
post: none other than Mr Trichet. 

In the months of shabby political 
manoeuvring that followed, the French 
have explored the idea of dividing the 
eight-year term in two, with Mr Trichet 
taking over in 2002—even though that is 
contrary to the treaty’s letter and spirit. 
Other candidates have been floated, in- 
cluding Spain's Luis Rojo (who seems 
not to want the post) and Finland's 
Sirkka Hamalainen. Mr Duisenberg re- 
mains the favourite for the job. In the 
end it will be Europe's heads of govern- 
ment who will have to make the choice. 
Their squabbling has done nothing for 
morale at the EM1—or for the credibility 
of the ECB. 
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accounts will still be denominated in p-marks or 
French francs, as will the banknotes they use, will 
have a psychological effect. The euro may not seem 
as irreversible as it is. This is why several EMU- 
watchers complain about the length of the transi- 
tion period. 

Other economists go further, predicting that 
speculators might try to blow the euro apart during 
this transition period. Yet, although there may be 
scope for some speculation up to January 1st 1999, 
it is hard to envisage what form it might take there- 
after. Legally speaking, the p-mark and the Italian 
lira, say, will not be distinctive currencies. It would 
be perfectly possible for all holders of lira accounts 
to redenominate them in p-marks—but it would 
make no difference to anyone. 

That might change if doubts were to emerge 
about the durability of Emu—as there were about 
the ERM. Yet the parallel is false. Leaving the ERM 
was easy; leaving EMU would be far harder. A coun- 
try wishing to get out might reintroduce its previous 
currency, but that would mean reneging on an in- 
ternational treaty and perhaps, say some Brussels 
lawyers, having to leave the European Union and 
losing access to the single market—not the best basis 
for rebuilding confidence. The legal and economic 
problems of disentangling such a mess would be 
daunting. Short of a political earthquake, such as 
the one that blew apart the Soviet Union's single 
currency, it seems unlikely that any euro member 
would ever want to go through all this. 


The great accounting 


EMU's permanence may help to boost the ECB's 
credibility. But credibility is not likely to be its big- 
gest worry in the early days, even though it clearly 
has to work to inherit the Bundesbank's reputation 
for solidity. The bank's statutory independence, en- 
shrined in an international treaty, should do much 
to reassure the markets. For Europe's citizens, a 
more serious issue will be how to hold the bank ac- 





countable for its actions. 

Thedrafters ofthe Maastricht treaty were under- 
standably anxious to model the new bank on such 
independent central banks as the Bundesbank and 
America's Federal Reserve, because these banks 
have a better inflation record than their politically 
controlled counterparts; but more recently the 
French have been arguing for a "political counter- 
weight" to the ECB. Purists have been trying to fend 
this off, for fear that such an animal might compro- 
mise the bank's independence. 

This has proved confusing because the two sides 
have failed to distinguish between political control 
and accountability. The first, which many French 
politicians do indeed hanker after, is undesirable. 


But the second is essential, and lies at the heart of | 


the success of both the Bundesbank and the Fed. 
Both operate in a clear political context in which 
they account for their actions not just to politicians 
but to a wider public. As a result, both have ac- 
quired immense prestige, and even popularity, 
with voters. 

The ECB will find it much harder to establish 
this kind of role for itself, because there is no obvi- 
ous political context in which it can operate. Euro- 
MPs have eagerly put forward the idea that they 
might hold regular hearings with the Ecs modelled 
on congressional hearings in America. Finance 
ministers of the euro countries will also invite the 
bank president to their monthly meetings. But nei- 
ther will be enough: the European Parliament itself 
lacks sufficient credibility with the public, and a 
monthly meeting in Brussels is no substitute for the 
Fed chairman's weekly breakfast with the Treasury 
secretary. 

Something more is needed, and fast—or it will 
be too easy for national politicians, and even na- 
tional governments, to blame Frankfurt for all eco- 
nomic ills. There could be a backlash against the 
bank (and against the euro) if structural reforms 
prove unpopular, and especially if they add to un- 
employment. Many people are already in the habit 
of blaming Brussels in general and Emu in particu- 
lar for domestic problems. What should the EcB do 
to counter this risk? 

Clearly the bank's top brass need to sharpen 
their public relations, to build good links with the 
press and to be ready to make speeches all over Eu- 
rope. The bank's board members should testify to 
national parliaments, alongside the national cen- 
tral bank governors on the ECB’s governing council. 
And the EcB’s president will need to cultivate links 
with Europe's heads of government to avoid the risk 
that some of them might start attacking the bank for 
being too restrictive. 

Whatever else the bank does, it should make its 
operations as transparent as possible, something 
that goes against the grain of many central bankers. 
Both British and American experience has shown 
that immediate publication of decisions and 
lagged publication of the minutes of council meet- 
ings help to boost central banks’ credibility. Unfor- 
tunately the early signs are that the ECB may not 
want to espouse too much openness. That could be 
unhelpful to another side of its agenda: looking af- 
ter what will be one ofthe world's two biggest inter- 
national currencies. 














THE ECONOMIST APRIL 11TH 1998 


| 
| 
| 


International star 


pos has barely got round to discussing the 

| picea effect of the euro; yet this will be 
huge, and may cause some concern in America. 
Once again, there is no past experience to go on. The 
international financial system is bracing itself for 
something entirely new on January ist next year: 
the arrival in one bound of a major international 
currency, and one that was created by not just one 
sovereign government but many. 

In terms of its international weight, the euro 
will be second only to the United States dollar. The 
GDP of the euro-11 countries will be roughly the 
same as America's. Their share of international 
trade will be a shade bigger. Initially at least, their 
foreign-exchange reserves will be a lot bigger. Their 
combined government bond markets, at current 
values, will be worth over $2 trillion, only a little 
less than America's; and their combined equity 
markets will be bigger than Japan's. 

The preponderance of the dollar in global capi- 
tal markets remains overwhelming. Nearly half the 
world's foreign-held bank deposits are denomi- 
nated in dollars, and half of world trade is invoiced 
in that currency. The dollar features in nearly half of 
all foreign-exchange transactions, and accounts for 
close to two-thirds of official foreign-currency re- 
serves (see chart 6). Once the euro has arrived, all 
these percentages are likely to come down. 

The big uncertainty is how fast this will happen. 
And that in turn prompts the capital markets’ fa- 
vourite question about the euro: will it be strong or 
weak? In particular, will it appreciate or depreciate 
against the dollar? As befits markets, this question 
has plenty of competing answers. 

In one corner stands Fred Bergsten*, director of 
the Institute for International Economics. He ex- 
pects the European Central Bank to be credible, and 
to pursue a tight monetary policy. There are several 
good reasons, he thinks, for expecting the euro to 
appreciate. One is that international portfolio in- 
vestors will switch a chunk of their holdings out of 
dollars and into euros. Another is a possible double 
effect on foreign-currency reserves: a sale by euro 
countries of their “excess” reserves, most of which 
are held in dollars; and a switch of some third- 
country reserves into euros, 

Mr Bergsten reckons the combination of these 
factors could produce a one-off net flow from dol- 
lars into euros of between $500 billion and $1 
trillion—easily enough to push up the euro's value. 
But that is not all. The euro countries will also run a 
current-account surplus in 1998 of around 2% of 
GDP, whereas the United States, already the world's 
biggest debtor, is heading for a record current-ac- 
count deficit. And the European countries are start- 
ing from a position of weakness against the dollar, 
so some appreciation in 1999 can be expected. 

The Bergsten case seems strong. Yet there are 
plenty of doubters, not least in central 
banks—including the Federal Reserve. The euro, 
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*See paper by C. Fred Bergsten is in “EMU and the International Mon- 
etary System”. Report of an IMF symposium in March 1997 
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they point out, will be untested; the markets will 
take time to get to know it. In any event, the strength 
of a currency depends on supply as well as de- 
mand; as the euro takes off, there will be no short- 
age of sellers, for instance of bonds, bank loans and 
securities, to match buyers. Against this, says Rich- 
ard Portes of the Centre for Economic Policy Re- 
search, it is plausible to assume that “liability man- 
agers will not react as fast as asset managers.” 

Yet no sensible asset manager would want to 
switch quickly into euros ifhe seemed to be driving 
the market up against him. And the foreign-ex- 
change markets, with their turnover of well over $1 
trillion a day, can swamp even large-scale portfolio 
shifts. It seems more likely that, as now, the relative 
strengths of the dollar and the euro will depend on 
market sentiment, growth prospects and the mix of 
fiscal and monetary policy on both sides of the At- 
lantic. In other words, nobody can know whether 
the euro will go up or down. 


Life at the top 


Nor does anybody know how quickly the euro will 
challenge the dollar for world hegemony. Inertia 
comes into it: sterling played a world role for many 
years after Britain's economy had ceased to justify 
such eminence. But it may be sooner than many 
Americans expect. The benefits America has en- 
joyed from the dollar's role as world currency are 
easy to exaggerate, but the ability to borrow without 
limit in its own currency has enabled the United 
States to become the world's biggest debtor with 
equanimity, and to continue to run huge current- 
account deficits. The American Treasury has also 
reaped seignorage (the profit a government makes 
on issuing currency) worth as much as 0.5% of GDP 
from the use of dollar bills in other countries. 

Indeed, one reason for creating the euro was to 
ensure that, as one European Commission official 
puts it, “the inordinate privileges of the dollar will 
go.” The arrival of the first plausible post-war chal- 
lenger to the dollar will certainly make it harder for 
America to run unlimited current-account deficits, 
or to exercise unchallenged leadership of the inter- 
national financial system. 

Nor might the rise ofthe euro be comfortable for 
the international monetary system. The last time 
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The euro may 
challenge the 
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Why the politics of 
a single currency 
could cause 
disharmony 





that rival world currencies vied for position was 
when sterling and the dollar co-existed in the 1920s 
and 1930s, a time of international monetary tur- 
moil. Arguably, the world has never lived with two 
more or less equal world currencies. Could more 
international turmoil lie ahead? 

One pointer is that the euro countries will be 
less concerned about their exchange rate than in the 
past. The ECB is bound by statute to give priority to 
price stability. Moreover, at present foreign trade 
accounts for a third or more of most European 
countries’ GDP, but in the euro-11 group the share of 
exports in GDP will fall to only just over 1096 (be- 
cause the bulk of their trade is with each other). That 
will make the euro economy as relatively closed as 
those of America or Japan. Combine this with the 
emergence of the euro as a world currency, and you 
have a recipe for “benign neglect". 

Thisisa much-used and -abused phrase. Even in 
the 1970s, when John Connally, the American Trea- 
sury secretary, declared that "the dollar is our cur- 
rency but your problem," he was overstating his 
case. In truth, policymakers in America have never 
been able to ignore the exchange rate altogether. 
The same will be true in the euro area. Yet volatility 
will impose fewer immediate costs than before. 
There is therefore a chance that both sides will prac- 
tise benign neglect and thus increase volatility. 

If so, it will not do the international monetary 
system any good. Last year's Asian crisis was trig- 
gered partly because of huge swings in the 
dollar/yen rate, which has been more volatile than 
the dollar/p-mark rate. If the euro/dollar rate turns 


out to gyrate similarly, there could be plenty of col- 
lateral damage. Asia may be especially vulnerable, 
to the point where it might consider establishing its 
own rival to the dollar and euro. Mr Bergsten urges 
improved international co-ordination to handle 
the fall-out. 

This may or may not be desirable. But either way 
it immediately runs into another big issue: who is 
in charge of the euro? Similarly, who will speak for 
the euro at G7 summit meetings, or at the Interna- 
tional Monetary Fund and the World Bank? These 
questions are only just beginning to be asked, and 
most European governments have chosen to ignore 
them for now. 

[n theory, the answer is clear. The IMF is an orga- 
nisation of sovereign governments, so neither the 
EU nor the euro countries as a sub-group can be rep- 
resented through votes or quotas. Much the same is 
true for the G7, although the president of the Euro- 
pean Commission is invited as a courtesy. Once the 
euro arrives, national governments that are mem- 
bers of these organisations will continue as before: 
they will simply have to speak with one voice. The 
president of the cB might also play a role; for in- 
stance, by attending G7 summit meetings. 


Too many chiefs 


Yet thisisunlikely to last in practice. The Americans 
observe, pointedly, that Europe is already over-rep- 
resented in the G7 and the IMF; giving an addi- 
tional role to the ECB would make things worse. Be- 
sides, the ECB is not a government. In time, it seems 
more likely that the euro area will devise some form 
of external political representation, for both the G7 
and for the mr and World Bank. The euro can then 
take its place beside the dollar in the governance of 
the international monetary system. 

Why is it so awkward to discuss this now? The 
answer is simple: because of Britain's present policy 
of masterful indecision on EMU. If the euro were 
represented at political level on the international 
stage, it would become absurd for a country as 
small as Britain to play the role it does today. The G7 
might quickly shrink to a G3; Britain could lose 
votes in the IMF; and who knows, even its perma- 
nent membership ofthe UN Security Council might 
come to be questioned. 

This is just a small foretaste ofthe political rami- 
fications the arrival of the single currency is likely to 
produce, both at home and abroad. Many of these 
have barely been explored, but they could be as 
controversial as anything else about the project. 





Ever closer union? 


HIS survey has concentrated largely on matters 

economic; but it is worth recalling that most of 
Europe regards the single-currency project as pri- 
marily political. Many countries see EMU as a big 
step towards the goal of “ever closer union" men- 
tioned in the preamble to the Maastricht treaty (as 
well as the Rome treaty). And British, Danish and 
Swedish objections to adopting the euro are 
mainly, if not wholly, political. 

National currencies are certainly symbols of 


sovereignty. When the countries of the former So- 
viet Union broke away from Russia, one of the first 
things they did was to introduce their own curren- 
cies. The p-mark has become arguably the most po- 
tent national totem for post-war Germans—which 
is partly why they are so reluctant to give it up. 
There is also little doubt that joining a currency 
union means surrendering some sovereignty, even 
though at Maastricht the then British prime minis- 
ter, John Major, and his foreign secretary, Douglas 
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Hurd, stoutly denied it. But just what is it that coun- 
tries are giving up by handing responsibility for 
monetary policy to the European Central Bank? 
The immediate answer is: sovereignty to inflate the 
economy and to devalue the currency. Presumably 
even eurosceptics favour neither. 

Yet this is not all there is to it. Remember that the 
negotiations leading up to Maastricht embraced 
two separate inter-governmental conferences: one 
on monetary union, one on political union. This 
was because the Germans, in particular, insisted 
that they would accept monetary union only if 
greater progress towards political union was in 
prospect. In the event, they got little. But even today 
the Bundesbank makes no secret of its view that 
monetary union necessitates political union. 

Does it? There are, it is true, few historical in- 
stances of currency unions that have not, ulti- 
mately, corresponded with a political union. The 
19th-century Latin Monetary Union is one. During 
this century, Belgium and Luxembourg have shared 
a currency without being a political unit. Britain 
and Ireland managed to share a currency for 60 
years although they had numerous political clashes 
and even spent six years with Britain involved in a 
war and Ireland determinedly neutral. 

Yet the European Union is something new and 
unique: a partially supranational organisation, 
complete with executive bodies and a supreme 
court, that stops well short of political union. So, 
similarly, will the euro be unique: a currency volun- 
tarily shared among several countries, all of them 
sovereign and democratic. The notion that such an 
arrangement is bound one day to entail political 
union is impossible to refute; yet there seems no 
reason to take it for granted. 

Indeed there are two good arguments against 
superimposing political union on the single cur- 
rency. One is provided by the most recent European 
example of a currency union: Germany's. It is 
widely believed that the cost of German unification 
was so high (both in huge fiscal transfers from west 
to east and in high unemployment in the east) be- 
cause the federal government insisted, against 
Bundesbank advice, on converting Ostmarks to p- 
marks at one-to-one. Yet it was not currency unifica- 
tion that caused the trouble in Germany: it was 
wage and welfare-benefit unification. In the ab- 
sence of unified productivity rates, this was bound 
to make eastern Germany hopelessly uncompeti- 
tive. The trouble was that German unification 
made it politically impossible to maintain separate 
wage and welfare regimes. So the lesson of German 
unification for EMU is the opposite of what integra- 
tionists claim: EMU may succeed only if it is not ac- 
companied by political union, because that way it 
will be possible to maintain wage and benefit dif- 
ferentials that reflect differences in productivity 
and wealth. 

The second argument against joining political 
to currency union is even simpler: Europe's people 
are against it. There is a marked lack of popular en- 
thusiasm for the euro in Europe. True, in several 
countries there seems to be a majority in favour of it 
(see chart 7). But most Germans do not want it be- 
cause they are loth to sacrifice the p-mark. And 
Swedes, Danes, Britons and Finns seem not to want 
it because they fear a loss of sovereignty. 
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From the beginning, a strong argument against 
proceeding with EMU has been that it does not com- 
mand popular support. Hence the promises of ref- 
erendums in Britain and Denmark before their gov- 
ernments contemplate joining. Yet if the ECB and 
euro member governments are sensible, they could 
increase popular support for the euro even in coun- 
tries that are not yet participants. The bank should 
quickly make clear, even to sceptical Germans, that 
the euro will be every bit as sound as the p-mark 
(which has, incidentally, been one of the world's 
weakest currencies in the past two years). As for sov- 
ereignty, governments could reassure their citizens 
that, although further policy co-ordination in Eu- 
rope may be a good idea, the euro itself need not 
accelerate political union. 


In and out 


That still leaves one more huge political issue for 
Europe to cope with: the ins and the outs. Greece 
can be ignored for this purpose, as it has shown by 
joining the ERM that it wants to be in EMU by 2001. 
But one big EU member, Britain, and two smaller 
ones, Sweden and Denmark, will remain outside 
the euro zone, possibly for several years or even for- 
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The literature on EMU is 
vast. As well as the 
sources cited in the text, 
this survey has drawn 
on “The Pros and Cons 
of EMU” (1997) and 
“Will the Euro Work?" 
(1998), by David Currie, 
both published by the 
Economist Intelligence 
Unit; “European Mone- 
tary Unification”, essays 
by Barry Eichengreen 
and colleagues (MIT 
Press, 1997); “The Euro”, 
edited by Paul Temper- 
ton (John Wiley, 1997); 
“European Monetary 
Integration”, by Daniel 
Gros and Niels Thygesen 
(Longman, second edi- 
tion, 1998); a series of 
“Euro Papers” from the 
European Commission; 
and “Economic Policy 
Adjustment in EMU", 
economic papers 124 
and 125, also from the 
European Commission. 














22 SURVEY EMU 








Offer to readers 
Reprints of this survey 
are available - price £2 


in Britain / £2.50 abroad. 


Minimum order 5 
copies. Please send your 
order with pre-payment 
by cheque to: 

The Economist Shop, 

15 Regent Street, 
London SW1Y 4LR. 

Tel +44 (0171 839 1937. 
Or fax credit card orders 
on *44 (0)171 839 1921. 


Corporate offer 

For corporate orders of 
1,000 or more and 
customisation options, 
please contact the 
Corporate Sales Team. 
Tel +44 (0/171 830 7000 
fax +44 (0171 495 8167. 


ever. Note as an ironic aside that, thanks to their 
flexible economies, Denmark and Britain are the 
best-placed countries in Europe to cope with EMU. 

The Danes are the easiest, for they are planning 
to shadow the euro. Indeed, in economic terms 
there will be little difference between being in and 
out. The country is simply paying an interest-rate 
premium (of around 0.4 percentage points) for the 
political sake of maintaining a separate currency. 

The Swedes are trickier. Like the British, they 
refuse to tie their krona to the euro through the ex- 
change-rate mechanism. But big Swedish compa- 
nies, and even tax authorities, have said they will 
deal in euros from the beginning. Given Sweden's 
trade patterns and the global reach of its compa- 
nies, the stage could be set, suggests one commis- 
sion official, for the euro to edge the krona out ofthe 
marketplace. 

The expectation in Brussels—and probably in 
Stockholm and Copenhagen too—is that a decision 
by Britain to join would pull in the Swedes and 
Danes too. Yet although the British government is 
now officially, as the jargon has it, a "pre-in", there 
remains all to play for on whether and when it 
joins. The government has ruled out membership 
during this parliament, but it has also said it sees no 
constitutional bar, implying that it is not swayed by 
the sovereignty argument against entry. It still has 
to win a referendum, however, and will not be 
helped by a press largely hostile to the euro. 

The government has also set several tough eco- 
nomic tests of its own for membership. These in- 
clude, most importantly, the synchronisation of 
economic cycles, and a convergence of monetary- 
policy mechanisms (Britons still rely more than 
other Europeans on variable-rate mortgages), both 
of which will take time. The British also want an 
assurance that the euro will be good for jobs and 
competitiveness, neither of which will become 
clear for some years. And they are keen advocates of 
structural reform in Europe, a cause they have been 





pressing during the British presidency of the Ev. 

There is also the exchange rate. Although the 
commission maintains that membership of the 
ERM is a precondition for joining the euro, other 
countries probably would not press this—provided 
sterling was stable. The trouble is that it has been 
anything but. Now most central bankers reckon 
sterling needs to fall before joining. Yet that too car- 
ries dangers: that the euro group of countries may 
start to bleat "competitive devaluation"—and even 
start to question British access to the single market. 

None of this will matter if Britain's absence 
from the euro lasts only a few years. But if it is 
drawn out, or even permanent, the consequences 
may not be pleasant. Already the euro countries are 
forming, against British objections, a "euro-11" 
group of finance ministers. Such a group might eas- 
ily decide to co-ordinate taxes or social policies in 
ways the British dislike—giving them an additional 
reason for staying out of EMU. The euro could, in 
effect, become increasingly harder, not easier, for 
Britain to swallow. 

That would, among other things, be bad for the 
euro. Loss of influence, either in euro-11 or in the EU 
more generally, is not perhaps the most persuasive 
reason for Britain to join. Loss of foreign inward in- 
vestment might be—if it happened. So might loss of 
business in the City of London—though that is un- 
likely to happen for many years, and the EMI's Mr 
Duisenberg even suggests that the City may be bet- 
ter prepared for the euro than a number of conti- 
nental financial centres. Some bankers, indeed, 
reckon the City might do better staying offshore—a 
Hong Kong to Europe's China. 

For the "in" countries, however, British entry 
would be a huge prize—the most deregulated econ- 
omy, the biggest financial centre in Europe and a 
significant (if fading) world player. Indeed, over 
Britain the traditional Eu politics could be re- 
versed, especially if structural reforms in the rest of 
the Eu are slow to come. It is the "in" countries that 
may turn out to need British membership more 
than Britain does. They would therefore be well-ad- 
vised not to make it harder to achieve. 


Bow to the inevitable 


Will the euro be good for Europe or not? In a sense 
this question is now redundant, since the common 
currency is coming anyway. The economic effects 
are nicely balanced between pluses such as price 
stability and more competition to benefit winners, 
and minuses such as loss of the safety valves of 
lower interest rates or devaluation for losers. As for 
political effects, it is simply too soon to be sure what 
they will be. What is certain, though, is that cancella- 
tion or collapse ofthe project now would be a disas- 
ter for the European Union. 

The big potential for Emu, however, lies else- 
where: it is that it will bring pressure to bear on Eu- 
rope to tackle long-overdue structural reforms. 
These may cause social tensions, even a backlash of 
public opinion against the EU and the single cur- 
rency. But the reforms have to come anyway, euro or 
no euro; and things that are inevitable tend one day 
to happen. The Awfully Big Adventure is likely to 
make them happen faster, so on that basis it should 
be good for Europe. 
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Straws in the wind 


The home secretary’s harsh rhetoric on social issues and law and or- 
der is disguising a more liberal agenda 


HEN he was in opposition, Jack 

Straw, who is now home secretary, 
seemed to epitomise all the uncomfortable 
compromises that the Labour Party was 
making to win power. His Tory opposite 
number, Michael Howard, appeared to be 
waging a one-man war on civil liberties 
and social liberalism: prisons were being 
filled to overflowing, the right to silence 
was curtailed, the secret services were given 
extensive powers to tap telephones, and 
people seeking political asylum in Britain 
were subject to tighter controls. 

Yet rather than going on the attack, as 
an Old Labour politician would certainly 
have done, Mr Straw supported many of 
Mr Howard's illiberal measures. With both 
eyes on the voters, he even added a bit of 
harsh rhetoric of his own—lambasting beg- 
gars for pestering law-abiding citizens and 
backing increased powers for the police. 

In government Mr Straw continues to 
talk tough. He recently told The Economist 
that of the hundreds of asylum cases he had 
dealt with as an MP in his Blackburn con- 
stituency, “only one was genuine". His hos- 
tility to the decriminalisation of cannabis 
has led him not just to taking his errant 
drug-dealing son down to the police sta- 
tion, but to opposing a Royal Commission 
on drugs as a waste of time and money. He 
brushes aside criticism of his decision that 
the notorious moors murderer, Myra 
Hindley, should stay in prison for the rest 


Howard's way 


Prison population in England & Wales* 
1980-100 


19980 82 84 8% 88 90 392 94 96 98 


*Financial years beginning April tince 1985 
Source: HM Prison Service Library 
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of her life, saying it was “essential 
to preserve public confidence”. 

But behind this harsh facade, 
there is another, more liberal, 
side to Mr Straw. He is deter- 
mined to improve prison condi- 
tions and to liberalise laws on 
immigration and homosexuality. 
He has acted to limit the scope of 
the Prevention of Terrorism Act, 
and backed incorporation of the 
European Convention on Hu- 
man Rights into British law. Lord 
Lester, who advised Roy Jenkins 
at the Home Office in the 1960s, 
comments wryly: “I think inside 
him, there is a great home secre- 
tary struggling to get out.” 

The past week has provided 
the best opportunity yet for gaug- 
ing exactly how liberal or authori- 
tarian the home secretary really 
is. On Monday (April 6th), in the face of 
widespread alarm at the release of child 
molesters from jail, he announced plans to 
close a loophole which allowed dangerous 
paedophiles to be released from prison 
without supervision. On Tuesday, he gave 
evidence to a House of Commons commit- 
tee on open government in support of the 
government's proposals for a freedom-of- 
information act. On Wednesday, he intro- 
duced the centrepiece of his department's 
legislative programme, the Crime and Dis- 
order Bill. 

The bill is a characteristically shrewd 
mixture of attention-grabbing toughness 
and less-trumpeted tenderness. Most of the 
tabloid headlines have been caught by Mr 
Straw's plans for night-time curfews for 
children under ten, and for orders making 
parents of delinquent children attend spe- 
cial parenting classes. Young criminals will 
be forced to make reparations to their vic- 
tims. The bill also controversially abolishes 
the principle of doli incapax which pre- 
sumes that children under 14 do not know 
the difference between right and wrong. 

The home secretary's rhetoric has delib- 
erately highlighted the tough side of the 
bill: "This is about implementing a zero- 





Straw talks tough 


tolerance strategy. It is (about) undermin- 
ing and disrupting the gangs, the drug deal- 
ers, the criminal families and those people 
whose sport is baiting their neighbours." 
But the bill also includes a number of pro- 
posals welcomed by penal reformers, in- 
cluding plans for the early release of minor 
offenders; the extension of electronic tag- 
ging and community-service orders as al- 
ternatives to prison; and a greater empha- 
sis on crime prevention. 

The common theme is a recognition 
that Britain will have to do something 
about the swelling population of its pris- 
ons (see chart). The last government’s man- 
tra was that "prison works". There is some 
evidence to support this; recorded-crime 
statistics released this week fell for the fifth 
straight year, a decline that has coincided 
with the rise in the prison population by 
50% since 1992 to 65,620 today. 

But incarcerating growing numbers of 
people has significant fiscal and social 
costs. Britain's prisons are badly over- 
crowded and the authorities are increas- 
ingly worried about the potential for riots 
and break-outs. This problem has forced 
Mr Straw to abandon Labour's pledge to 
stop the building of new privately run pris- 
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BRITAIN 


ons, a policy which he once described as 
“morally repugnant.” 

The ever-present threat of something 
going wrong in the prisons is a reminder of 
why the Home Office is regarded as one of 
the most thankless jobs in politics. The 
home secretary is responsible for a huge 
range of potentially troublesome business 
ranging from crime and prisons to immi- 
gration and drugs. But so far Mr Straw has 
manoeuvred his way deftly through the po- 
litical minefields surrounding him. In- 
deed, he is one of the few cabinet ministers 
whose political stock has undoubtedly 
gone up since the election. He is now re- 
garded, not least by Tony Blair, as one of the 
more dependable members of the govern- 
ment. For a man who was considered one 
of Labour’s less effective performers in op- 
position, that is quite an achievement. 





The BSE inquiry 


Death watch 


OR those with a morbid bent, the first 
Monday of every month brings a small 
frisson. For that is when the government re- 
leases the latest tally of deaths from new 
variant Creutzfeldt-Jakob disease (nvC]D), 
the human form of mad-cow disease (BSE). 
So far, happily, the morbid remain disap- 
pointed. The most recent figures, released 
on April 6th, show that just one more per- 
son has died this year, bringing the total to 
24 in Britain and one in France. 
Meanwhile, the public inquiry into the 
origins and handling of the BsE epidemic 
has concluded the first stage of its hearings. 
For the most part, this has consisted of 
hours of testimony from doctors and scien- 
tists who were, one way or another, in- 
volved in the Bse epidemic from early on. 
Some of the accounts are gripping. 
Timothy Holt, a doctor, and perhaps the 
first to publish worries (in the British Medi- 
cal Journal in 1988) that the Bse epidemic 
might pose a serious risk to human health, 
recounted the extreme difficulty that he 
had in persuading more senior colleagues 
to state their concerns publicly, or to admit 
that they were no longer eating beef offal or 
food that might contain it. Jeffrey Almond, 
a microbiologist at the University of Read- 
ing, described the harrowing weekend in 
March 1996, when the Spongiform 
Encephalopathy Advisory Committee was 
locked away to struggle with the news that 
the worst had probably happened. Ten 
young people had been diagnosed with a 
new brain disease that was in all probabil- 
ity a result of exposure to BsE—but when 
and how should this be made public? 
Moreover, from almost all of the ac- 
counts, the same pattern of official incom- 
petence emerges. Dr Almond observed, 
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ps 
. Driving the RAC apart 


HE horrid business of money is in- 
| truding upon the cosy world of the 
Royal Automobile Club (RAC), one of the 
many gentlemen's clubs in St James's in 
London. Jeffrey Rose, sacked as chair- 
man of the RAc last week, has now won 
enough backing to call an extraordinary 
meeting on the proposal that led to his 
ousting: to sell or float on the stockmark- 
et the RAC's giant motoring-services busi- 
ness, thereby earning the club's 12,000 
members around £20,000 ($33,500) 
each. Mr Rose needed only 1,200 signa- 
tures to call the meeting; by April 7th, just 
four days after his sacking, he had 2,000. 

Despite the RAC's royal connections 
(Prince Michael of Kent is its president), 
other clubs in St James's are rather sniffy 
about it—regarding it as a bit, well, com- 
mon. Denizens of neighbouring clubs 
like the Reform or the Athenaeum chor- 
tle that RAC stands for “really awful 
club”. But any guffaws over the RAC's vul- 
gar squabbles are bound to be accompa- 
nied by a dash of envy that its members 
now seem about to vote themselves a 
large wad of money. The other clubs may 
have the cachet, but the RACs members 
will have the cash. 

Without consulting the rest of the 
RAC’s board, Mr Rose had sent a letter to 





wryly, that government scientists had spent 
£5m ($7.6m) on a single experiment to es- 
tablish if cows could safely donate em- 
bryos. This involved flying at least 100 cows 
to Britain by jumbo jet from New Zealand 
(apparently they even got to stop briefly in 
Hawaii)—at the same time that the govern- 
ment was spending a fraction of that on ba- 
sic research into diseases like c[p. He also 
noted that “unannounced” visits to abat- 
toirs to ensure compliance with slaughter- 
ing policies, to keep potentially infective 





the members arguing that it no longer 
made sense for the RAC’s commercial 
side, which provides roadside assistance 
to 6m motorists and has a turnover of 
£260m, to be owned by the fairly modest 
gentlemen’s club that founded it Hesaid | 
he had to do this because the rest of the | 
RAC's board and senior managers had 
shown themselves to be acting against 
members' interests by, among other 
things, considering a rival scheme in 
which the commercial offshoot swal- 
lowed up its parent, the clubhouse. 
Speaking for the remaining board 
members, David Worskett, the RAC's | 
head of public affairs, insists that there 
was no need for Mr Rose's dramatic ges- | 
ture because the board is already work- | 
ing on a demerger plan similar to his— | 
though the board's letter to members, ex- 
plaining Mr Rose’s sacking, failed to | 
mention this. The letter implied that Mr 
Rose was motivated by pique at having 
his position in the clubs hierarchy | 
downgraded. Mr Worskett says that, if 
Mr Rose succeeds in making a comeback | 
and ousting the current board, the RAC's 
management would not work with him. 
Mr Rose does not believe this and is 
ploughing ahead— driven on by the ava- 
rice of the club's well-heeled members. 





Never mind the crankshaft, give me the cheque 


material out of the food chain, were usually 
not a surprise—and the abattoirs were ac- 
cordingly smartened up, obscuring their 
failure to comply. And that more than five 
years after a possible route to a quicker test 
for BSE was known, no work to develop 
such a test had begun. 

It is not just a question of hindsight to 
say that far, far more could have been done. 
Here's hoping the oversights do not lead to 
greater thrills for the morbid. 
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The disturbing niceness of George Mitchell 


CC A LTHOUGH He is regularly asked to do so, God does not 

take sides in American politics." George Mitchell's fam- 
ous put-down of Oliver North, the sinister colonel at the heart of 
the Iran-contra affair, was the making of the Democratic senator 
from Maine. It helped to propel him, a decade ago, into a job as 
the Senate's majority leader. It is also a fitting motto for his 
present job as chairman of the Northern Ireland peace talks, 
which were reaching a nail-biting climax as Easter approached. 
Religion is a big component of the Troubles. Ian Paisley, the big- 
oted Ulsterman whose Democratic Unionist Party has boy- 


| cotted the talks, denounces Ireland as "that priest-ridden repub- 





— € —ÁÁ——E GE ——Ót————— m —Pm—hnÜQ—E( á——À— — a Ü (———mÍ(ÀW"/ÍUIÀP——HÁhag!—ÓáÜÁ—Á— "D —í—— NSH——áÁ—p— aaa 


. odd—and, in a way, disturbing. 


lic" and calls Mr Mitchell "the pope". Yet his vilification of Mr 
Mitchell makes Mr Paisley an ex- 
ception. Virtually nobody else has 
made an issue of the senator's Ca- 
tholicism. Despite everything, 
hardly any of the parties to the 
talks have a bad word to say about 
his personal qualities. This is 


Although the blessedness of 
peacemakers is much talked of in 
scripture, in real life the mediators 
of political conflicts are often 
cursed by the very people whose 
conflicts they are trying to resolve. 
Sometimes this is because the 
"mediator" is in fact also a partici- 
pant, a wielder of power who com- 
pels a recalcitrant party to make a 
compromise it does not want to 
make. Sometimes the mediator is 
accursed simply because he is a 
bearer of bad tidings, who brings 
the news that some ancient cause 
for which much blood has been 
spent is, in the end, unattainable. 
In either case, the mediator can be- 
come a convenient scapegoat. 

In the Balkans three years ago, 
Richard Holbrooke exemplified 
the first type of mediator. He is an 
altogether different sort of Ameri- 
can from Mr Mitchell. The former could be domineering, the 
latter is *a good listener". But the true distinction between the 
two mediators is not personality but the raw power that the 
United States chose to put at Mr Holbrooke's disposal. Although 
it presented itself as an honest broker, the Clinton administra- 
tion had decided to impose a settlement in Bosnia. At one mo- 
ment in 1995, when the Serbs had taken United Nations hos- 
tages, Mr Holbrooke barked: "Give the Serbs 48 hours and ifthey 
don't release the hostages, bomb them to hell.” Later on, the 
American air force did indeed intervene in Bosnia, not bomb- 
ing the Serbs to hell but imposing a peace of sorts and earning 
America the Serbs' undying enmity. 

Dennis Ross, America's tireless shuttler to the Middle East, is 
the second type of mediator. America could, if it chose, deploy 
real power in the Arab-Israeli conflict, but domestic politics ob- 
lige its diplomats to tread delicately. In fact, America has applied 
little real pressure on either side. The chief breakthrough came 
when the parties met behind America's back in Oslo and aban- 
doned causes for which much blood had been spilt. The Pal- 





estinians definitively gave up their dream of "liberating" all Pal- 
estine; the Israelis agreed to start withdrawing from the West 
Bank. The Americans were hardly involved—except to preside 
over signing ceremonies. That does not stop both sides from im- 
pugning Mr Ross's objectivity. It is useful to have an American to 
blame when you are explaining to your own people why sacred 
and long-held goals are suddenly beyond your reach. 

This explains what is disturbing about the goodwill towards 
Mr Mitchell. The opprobrium heaped upon a mediator can be a 
good barometer of the pressure he is applying to one or both 
sides in a conflict, or ofthe parties' readiness to budge from long- 
entrenched positions. In Northern Ireland the former does not 
apply. As in the Middle East, do- 
mestic politics limits the amount 
of pressure America can apply to 
the nationalists who want a united 
Ireland. And America's friendship 
with Britain disqualifies it from 
pressuring the unionists or from 
taking centre stage in a way that 
would seem to usurp Britain's role 
as sovereign power, or harm Brit- 
ish national interests. America's 
granting of a visa to Gerry Adams 
helped to legitimise Sinn Fein, se- 
cure a ceasefire and get talks going. 
Bill Clinton's visit in 1995 fostered 
a mood for peace. But the United 
States cannot force the two sides to 
agree, far less impose a settlement. 
Mr Mitchell, unlike Mr Hol- 
brooke, speaks quietly with no big 
stick in reserve. 

Nor is there much evidence 
that the settlement over which he 
would like to preside requires the 
parties in Ulster to abandon fi- 
nally any long-held aspirations 
that are in conflict with an aspira- 
tion of the other side. The fate of 
his pre-Easter peace plan was not 
known as The Economist went to 
press. But his solution would in 
any event entail a heroic fudge in which all sides pretend their 
real aims are still attainable. The nationalists would not have to 
abandon their goal ofa united Ireland because they could claim 
that the proposed cross-border institutions are the first step to- 
wards unification in the long run. The unionists could claim 
that they had seen off unification by getting the Republic of Ire- 
land to drop its constitutional claim on the six counties. There 
are north-south measures to encourage those who want Ulster to 
become part of Ireland, and there are east-west measures to en- 
courage those who want to tie it forever to Britain. The aim, con- 
fessed Mo Mowlam, the Northern Ireland secretary, was to give 
everyone something they could take home with them. 

Some conflicts can be solved by presenting compromises as 
victories. Maybe Ireland can still be one ofthese. Mr Mitchell has 
played a weak hand as well as he could. If he does nothing more 
than establish the principle of consent—that the fate of Ulster 
depends on the wishes of its own people—he has achieved some- 
thing. But the praise of all sides for his personal performance 
shows that the really hard choices have yet to be made. 
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p 7. 9 0% and easy access 


Join the race to open an Abbey National Offshore 180 
Savings Account and ran into award winning interest rates 
Interest is paid annually either on 31st December or the last 


day of the month of your choice 


OFFSHORE 180 STERLING 
SAVINGS ACCOUNT 





A quarterly option is also available. 





ANNUAL quanteny The more you invest, the higher the 
INVESTMENT INTEREST — INTEREST 


£10.000-£19,999 7.05% 680% 
£20,000 - £49,990 760% 735% — ach calendar vear, without the need 
£50,000 - £999,999 7.85% 760% io give notice and without penalty 
£1,000,000 + 790% 7.65% Fach withdrawal may be up to 


Ail rates are subpect to change without prior natier 


rate of interest. What's more, vou 


may make up to fwo withdrawals in 


I( t of your account balance 
Further withdrawals will require 180 days’ notice, although 
funds can be made available immediately subject to a penalty 


of 180 davs’ interest. 
Abbey National, one of the world’s strongest banking groups 


The Abbey National group is rated AA To: 


by Standard & Poors 
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Please send me full details of your OffShore 180 Sterling Savings Account 
and your other offshore accounts along with current interest rates. 
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AN INVITATION TO DEVELOP A WORLD-CLASS 
TOURISM COMPLEX AT PURI, ORISSA, INDIA 


A HAVEN FOR 1.5 MILLION TOURISTS 


The Govemment of Orissa has earmarked 1,300 hectares of 
virgin, unspoilt land in the eastern seaboard of India for 
development as a ‘Tourism Complex’. Flanked by 9 kms of 
beach along the Bay of Bengal. The site is located in the heart 
of the golden triangle of Bhubaneswar, Puri and Konark - an 
area that attracted over 1.5 million tourists last year. The 
golden triangle encompasses the Sun Temple at Konark - a 
world heritage monument, Bhubaneswar, the state capital and 
the seat of the ancient arts and culture of Orissa as well as 
an important centre of evolution of Buddhism and Puri - famous 
for its Jagannath temple. The site's southern boundary abuts 
Chilika - Asia's largest brackish water lake and home to 
various species of migratory birds. 


WELL CONNECTED AND WELL SUPPORTED 


The proposed complex is just 2 kms from a 
major highway, 5 kms from the nearest rail head and 60 kms 
from the modern airport of Bhubaneswar which is being 
expanded to receive charter flights from overseas directly. 


INTENTIONS FOR THE TOURISM COMPLEX 


The complex will develop sites for deluxe 4 and 5 star hotels 
and related amenities such as facilities for water sports, theme 
parks, shopping, arts and crafts, restaurants, golf course, air 
strip/helipad etc. Land acquisition is in the process and is 
expected to be available to developers within six months. 


The demand and supply gap ascertained on the basis of 
established norms of the World Tourism Organisation shows 
a vast potential for these facilities for investors. 


AN INVITING PROSPECT 


This invitation is to reputed international developers with 
experience and expertise to develop, manage and market the 
tourism complex. 


The Orissa Industrial Infrastructure Development Corporation 
Ltd. (IDCO), a Government of Orissa Undertaking may 
participate in the venture to a limited extent. However, the 
prime responsibility for developing, managing and marketing 
will vest with the private sector partner(s). 


THE SELECTION PROCESS 


Developers interested in this venture from the conceptualisation 
stage to seeing through the development and marketing the 
complex may send their proposals to the advertiser by May 
30, 1998. The application should include (a) Company Profile 
(b) Experience in development of resorts and infrastructure 
(c) Financial status (d) Time-frame for project implementation 
and (e) Marketing arrangements for attracting the requisite 
investment. Further details can be supplied on request. Details 
of the tourism potential in Orissa are available at 

http : //www.stpbbsr.stpbh.soft.net/oritour 


Site visits can be organised by IDCO for intending developers. 


Managing Director 

Orissa Industrial 

Infrastructure Development 
Corporation (IDCO), IDCO Towers, 
Janapath, Bhubaneswar - 751007 


Tel : +91.674.502784 Fax : +91.674,505956 e-mail : idco@orinic..in 
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The changing fabric of 


Italian fashion 


MILAN 


At this year's Oscar ceremony, Italy's fashion designers were upstaged by their 
rivals from the United States. It is not in design, however, that Italians need to 
work harder to emulate Americans. It is in the creation of new fabrics 


MERICA'S Donna Karan and Halston 
may have beaten back Versace and 
Valentino in Hollywood this year. But 
haute couture is only the visible, glamor- 
ous tip of the Italian fashion industry—as 
vulnerable as the models who wear it, and 
equally dispensable. 

The heart of the industry lies in places 
like Castrette in northern Italy, where ro- 
bots work 24 hours a day in Benetton's cav- 
ernous warehouses shunting garments to 
and fro. Famous for dangerous advertising 
and safe clothes, the company is grounded 
in "manufacturing industry, not fashion", 
insists Bruno Zuccaro, director of informa- 
tion systems. 

The scale of Benetton's machinery is re- 
markable, but its emphasis on industrial 
know-how is typical of Italy's fashion busi- 
ness. Ten years ago Italians were worried 
that the country faced a difficult future 
thanks to its reliance on "mature" indus- 
tries such as apparel and footwear. But the 
booming success of this decade, during 
which Italy’s exports of textiles and cloth- 
ing have grown by over 70%, has proved 
that maturity can mean strength. 

Two hundred years of spinning, dyeing, 
weaving, cutting and stitching have pep- 
pered Biella, Como, the Veneto and other 
pockets of the Italian landscape with mills 
and workshops operated by families and 
linked in tight networks. More manage- 
ment gurus see this, rather than Silicon Val- 


THE ECONOMIST APRIL 11TH 1998 


ley, as the future of business organisation. 

Vittorio Giulini, chairman of Moda 
Industria, the Italian clothing and knitting 
industries’ association, says that the tech- 
nological complexity of the industrial sys- 
tem that connects the spinner to the cat- 
walk, and the historical memory it 
embodies, are two of the four pillars hold- 
ing up Italian fashion. Another, he claims, 
is the natural link that Italians make be- 
tween fashion and other parts of their artis- 
tic culture. Italians live amidst ancient 
beauty, and this immersion produces both 
designers with flair and the discriminating 
consumers who are to be seen promenad- 
ing past the glamorous shop fronts of Mi- 
lan's Via Montenapoleone. 

The fourth of Mr Giulini's pillars is Ita- 
ly's profusion of small independent retail- 
ers. They ensure that every small-town 
dandy can flaunt the finest threads. 

Increasingly, the industry is integrating 
vertically and firms are gaining control 
over the entire value chain. Marzotto, based 
in Valdagno, is a prime example. The com- 
pany, whose looms by themselves consume 
5% of Australia's entire wool exports, has 
been steadily adding designers and fashion 
brands to its portfolio. In the process it has 
transformed itself from a low-margin tex- 
tile-manufacturing business into one that 
derived two-thirds of its revenues in 1997 
from garments. 

The company bought businesses such 


as Hugo Boss, originally a German mens- 
wear firm, and signed deals with blue-chip 
Italian designers such as Gianfranco Ferre. 
The strategy, says Jean de Jaegher, an execu- 
tive vice-president, was to enjoy the higher 
profit margins to be found in clothing. It 
seems to have worked. Overall, margins 
rose last year from 9% to 11.2%. 

Marzotto makes clothes for a wide vari- 
ety of labels. Some are Italian, others are 
not. On the racks in its warehouse a row of 
Gianfranco Ferre suits hangs alongside a 
row of equally smart, albeit less flashy, blaz- 
ers destined for Marks and Spencer, a mid- 
dle-of-the-road British retailer. Big Ameri- 
can names such as Ralph Lauren and 
Calvin Klein manufacture their cheaper 
lines in countries with lower labour costs, 
but they invariably have their top range 
sewn up in Italy. For as long as someone, 
somewhere is making smart clothes, Italy's 
manufacturers are unlikely to stand idle. 

Some areas of the market are already al- 
most monopolised by Italian know-how. 
One small region, Castel Goffredo, pro- 
duces almost two-thirds of European wom- 
en's stockings; and Ermenegildo Zegna's 
mill produces the cloth used in 30% of the 
world's luxury men's clothing. 

What can threaten this Italian domi- 
nance? To be sure, not a (temporary) resur- 
gence of the French as the arbiters of good 
taste, nor indeed a rise of the Americans. A 
wider falling off of fashion buying— 
whether because of an improbable bout of 
global asceticism or (more likely) the onset 
of widespread recession—would extend the 
pain quite widely. 

The Asian crisis is still too recent to 
measure its impact in detail. But firms are 
adjusting their plans. Gianfranco Ferre, 
which has large sales in Asia, is aiming to 
raise its profile in Europe. That means stuff- 
ing its next winter collection with more of 
the heavier fabrics and darker colours that 
Europeans prefer, according to Fabio 
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S Moda industria" COthing, knitwear and hosiery fEstimate 


Giombini, the firm's general manager. That 
could help counter the loss of confidence 
among Asian consumers. 

The major chink in Italy's armour, how- 
ever, is acknowledged by Gaspare Asparo of 
the foreign trade institute (ICE). It lies, he 
says, in developing the highest-tech new 
materials. Biella's experts research and de- 
velop new woollen yarns and fabrics con- 
tinually, spinning fibres ever thinner and 


gaining ever more precise control over 
their cloth. No one can rival their mastery 
ofthe properties of wool. 

But the lead in developing altogether 
new synthetic materials lies in America, 
with firms such as Du Pont, a chemicals gi- 
ant from Delaware and the creator of Lycra 
(long a stretchy favourite of conspicuous ex- 
ercisers), or W.L. Gore & Associates, devel- 
oper of Gore-Tex, the stuff of top-notch 
sou'westers. For the time being, such ma- 
terials tend to crop up mainly in sports uni- 
forms and other such gear. But they are be- 
ginning to feature in smart clothes. 

And high-tech fabrics, with their novel 
properties, are particularly appealing to 
more avant-garde designers of the sort that 
regularly emerge from London's St Martin's 
college. More and more of them are ending 
up at the head of traditional French cou- 
ture houses. At first they shock the fashion 
world, but their ideas increasingly then get 
sucked into the mainstream. Italy needs to 
get a firmer hold on this corner of the mar- 
ket ifits dominance ofthe fashion industry 
is not to be threatened. 








Name swapping 


FLORENCE 


| ALENTINO GARAVANI and Gian- 
carlo Giammetti pocketed about 
$260m at the end of March when they 
completed the sale of their Valentino 
| fashion group to Holding di Parte- 
. cipazioni Industriali (HdP), a diversified 
Milanese conglomerate. The deal under- 
lined just how Italian fashion and the 
wider world of business and finance are 
becoming intimately entwined. Among 
| its other investments, Hd» has the big- 
gest single stake in Italy's leading paper 
manufacturer, and it owns RCS Editori, 
Italys number one publisher. 
| In purchasing Valentino, nd» has re- 
inforced its presence in the clothing in- 
| dustry, taking full control over a big 
name to which it was already linked 
| through a licence. HdP’s wholly owned 
| Grrclothing manufacturer and distribu- 
tor has a bulging portfolio that includes 
exclusive agreements with Giorgio 
Armani, Pierre Cardin and Nino Cerruti. 
Maurizio Romiti, HdP's managing 
director, believes that the Valentino 
brand can now be developed more ad- 
venturously, with new products and 
| wider distribution. Hdr will provide the 
| financial muscle needed for growth. 
|! Some outsiders consider that more than 
money will be needed, however, and that 
| Hd» will have to inject oomph into a 
name that has become mouldy. 
Selling out, as Valentino has done, is 


one exit strategy for a successful fashion 
stylist. Another is flotation, the path that 
Versace is expected to follow. Which 
route will names like Giorgio Armani | 
and Gianfranco Ferre take when their | 
owners decide to retire? 

"The market is saturated with 
brands. Some just die or fade away in the 
process of natural selection," notes Mr 
Romiti. Names must be kept active, says 
Ferruccio Ferragamo, the founders son 
who now runs Ferragamo, a leading shoe 
and accessory maker. Ferragamo bought 
the Emanuel Ungaro couture business in 
1996 and acquired the Ungaro fra- 
grances from Chanel at the same time. — 

Although Mr Ferragamo’s son has | 
just started in the business, it will proba- 
bly face a succession problem sooner or 
later. The odds are on some kind of tie-up 
with Marzotto. Mr Ferragamo, who has 
reservations about flotation, sits on 
Marzotto’s board and has a stake in the 
company. A year ago Marzotto and ndr» 
announced their engagement, only to 
break it off soon after. 

To those who wonder whether fash- | 
ion brands fit better within diversified 
conglomerates than in a vertically inte- 
grated yarns-to-clothing group, Mr 
Ferragamo says that time alone will tell. 
Meanwhile, the shuffling and concentra- | 
tion of Italy's high-class fashion brands 
look sure to intensify. 
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Unified Energy Systems 
Circuit boards 


MOSCOW 


ORIS BREVNOV, at 30, is a little young 
for retirement. But the former chief ex- 
ecutive of Unified Energy Systems (UES), 
who resigned on April 2nd, has earned a 
rest. He has had a bruising year at the head 
of the electricity monopoly that owns the 
national transmission grid and controls 
about 80% of Russia's generating capacity. 

When Mr Brevnov first arrived at UES a 
year ago, the company was a shambles— 
run, after a fashion, by a management little 
changed since Soviet times. It was notori- 
ous among investors for being the most un- 
responsive and inefficient big firm in a 
country where the competition for such ti- 
tles was stiff. Fresh from running a bank in 
his home town of Nizhny Novgorod, and 
supported by reformists in government, 
Mr Brevnov bravely started to clean the 
books. He shook up the management and 
knocked some sense into the way that elec- 
tricity was sold across Russia. 

But he underestimated the wiles of the 
ancien régime. It planted stories against 
him and schemed with its friends in gov- 
ernment to have him sacked. Both sides 
took a beating. On April 3rd the leader of 
the anti-Brevnov faction, Anatoly Dyakov, 
a Sovietera leftover, was forced out as 
chairman of ues by a shareholders’ meet- 
ing. Mr Brevnov won a board seat, but he 
had decided to resign as chief executive the 
previous day. The future of ues hung in the 
balance: a new permanent chief executive 
was not named. 

Delay intervened because the state 
owns 52% of ues and the choice of a chief 
executive is in large measure a political one. 
The boardroom upheavals have coincided 
awkwardly with a greater upheaval in the 
Russian government: President Boris Yelt- 
sin sacked his prime minister and dis- 
solved the cabinet on March 23rd. The 
choice of a new chief executive at ues will 
probably have to wait on the choice of a 
new chief executive for Russia. 

Many foreign investors want the UES 





THE ECONOMIST APRIL 11TH 1998 





Fly non-stop to Australia 
on a Spaceship. 


When Ansett Australia expanded into Asia, we created a new standard of international air travel. We not only introduced 
the world’s most spacious aircraft, but a quality of inflight service for our guests that is unsurpassed. Our inflight dining is 
now recognised as the world’s best. Our Business Class is acknowledged, quite simply, as the finest in the world. And our 
list of destinations in Asia is growing. So the next time you fly to Australia, enjoy the 


luxury of the Ansett Spaceship. And experience a new standard of international service 





ANSETTAUSTRALIA 


> » ; , ^ - , : + , b : 
Hong Kong, Shanghai, Taipei, Osaka, Kuala Lumpur, Jakarta, Denpasar’ and 44 destinations across Australia. 


that can only be described as out of this world. SERVICE THAT SHINES. 


* Not operated by the Spaceship. "Best Long Haul Business Class Inflight Research Services, Oxford, England. 1996 and 1997 (joint winner). PATTS/AI719 
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A million new 
customers could 
call today. 


As a successful wireless operator in our own right, ALLTEL knows what customers 
want. As the provider of customized billing and customer care solutions for companies 
like Wireless One Network, Centennial Cellular Corp., and Piltel in the Philippines, 
we have shown we can deal flexibly and creatively with rapid growth in many 
different markets. And having jointly developed a system that manages GTE's 
4.5 million cellular subscribers—including 1 million who arrived overnight after a 1993 
acquisition—we have proven our expertise in developing scalable client/server-based 


technology, ready for any demand the future may bring. 
e ALLLEL 


ALWAYS MORE THAN YOU THOUGHT 








1-888-2-ALLTEL www.alltel.com 
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Russian smokestacks make a good power-base 


job to go to Anatoly Chubais, who won a 
board seat alongside Mr Brevnov. A cham- 
pion of reform, Mr Chubais was a first-dep- 
uty prime minister until the latest reshuffle. 
But he made plenty of enemies in govern- 
ment and they would like to see him de- 
nied a further appointment of any kind. 
They fear he could exploit the economic 
and political clout of ues to build himselfa 
personal power-base—much as Viktor 
Chernomyrdin, who was prime minister 
until March 23rd, has behind him the re- 
sources of Gazprom, the huge state gas mo- 
nopoly which he ran from 1989 to 1992. To 
run Gazprom or UES is to have powers of 
patronage approaching those of a small 
sovereign state. 

Some surviving old-guard managers at 
UES, keen to slip back into the pre-Brevnov 
era of indolence and self-enrichment, are 
also against Mr Chubais: they would prefer 
a less taxing boss. So too would some re- 
gional governors and some local power- 
company bosses: their interests are threat- 
ened by the advent of a more transparent 
and competitive electricity industry. 

One of the things Mr Brevnov did in his 
year at UES was to bring in new auditors, 
Price Waterhouse, to tell him exactly what 
was going on. As a result, he found that the 
company's money was enriching banks 
and other firms with links to management. 
He closed dozens of bank accounts and set 
up a new treasury unit which did business 
solely through Sberbank, the national sav- 
ings bank. 

Having plugged some of the holes 
where cash was leaking, he set about getting 
more in. He told local power firms to start 
paying in cash for use of UES's grid, ending 
the tolerance of barter and 10us that is 
common in all Russian industry. That 
forced regional firms to chase their own 
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customers harder for cash settlement. 
Across the power industry, cash payments 
rose from 6-7% at the start of 1997 to 13-1496 
by the end of it. 

Mr Brevnov also started doing some- 
thing about a long-standing government 
commitment to more competition and 
fewer subsidies in the industry. He gave big 
industrial customers the freedom to buy 
electricity under contract from the cheap- 
est provider, or directly from the national 
grid at a spot price. As industrial customers 
haggled and defected, local power firms 
were forced to raise more revenues from 
householders. Previously, egged on by local 
governments, they had charged industrial 
users very high prices for electricity in order 
to charge householders very low ones. 

The old policy was tolerable since local 
governments could also usually dissuade 
power companies from disconnecting fac- 
tories that could not pay their bills. The 
new regime of rising bills for households, 
and a more ruthless approach to discon- 
nection for big firms, was one main reason 
why so many local governments looked on 
Mr Brevnov with a baleful eye. 

At this stage, Mr Brevnov’s work could 
easily be undone. utes and its customers 
could relapse into the make-believe world 
of barter and 10us where bills need never 
be paid nor bankruptcy ever enforced. Al- 
ternatively, a determined successor could 
continue his reforms, extending market 
disciplines into some of the most resistant 
sectors of the Russian economy and ensur- 
ing that Russian industry has reliable sup- 
plies of reasonably priced electricity to 
speed its recovery. It is a measure of the 
problems that Russia still has in facing up 
to economic realities that the outcome 
should be in doubt. 
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Outdoor advertising 


A breath of 
fresh air 


| think that I shall never see 

A billboard lovely as a tree; 
Indeed, unless the billboards fall, 
l'll never see a tree at all. 


O WROTE Ogden Nash, setting the tone 

fora whole generation's attitudes to out- 
door advertising. Creative admen went 
into television and print. Tacky billboards 
and bus posters were for brainless bores. 
Now attitudes are changing as more and 
more of the outdoor advertising industry 
falls into the hands of multinationals run 
by people with Harvard MBAs. Consolida- 
tion among firms is rapid. In America last 
year there were $4.5 billion-worth of deals 
involving outdoor media owners, 80% 
more than in 1996. 

Merger mania is hitting Europe too. 
Britain’s More Group, an outdoor media 
firm, is the subject of a contested takeover 
between two giants of the business: its 
French rival Decaux and America's Clear 
Channel.Shares in Maiden, another British 
player, are trading at over 20 times earn- 
ings in the hope of a bid. 

This is a lot of excitement for a small in- 
dustry. The world outdoor-advertising 
market—billboards, transport and "street 
furniture" (things like bus shelters and pub- 
lic toilets)—-is worth about $18 billion a 
year, just 6% of all the world's spending on 
advertising. But it is one of the fastest-grow- 
ing segments, having doubled its market 
share in recent years. 

Outdoor advertising's appeal is grow- 
ing as TV and print are losing theirs. Frag- 
mentation and the soaring costs of Tv are 
prompting clients to consider alternatives. 
Dennis Sullivan, boss of Portland Group, a 
media buyer, calls outdoor advertising the 
last true mass-market medium. It is also 
cheap. In Britain, a 30-second prime-time 
TV slot costs over £60,000 ($100,000); plac- 
ing an ad on a bus shelter for two weeks 
works out at about £90. 

Adding to its attractions has been a 
revolution in the quality and ingenuity of 
outdoor displays. Famous architects such 
as Britain's Sir Norman Foster are design- 
ing arty bus shelters and kiosks with backlit 
displays. Backlighting, introduced in Eu- 
rope by Decaux and More, and plastic 
poster skins have vastly improved colour 
and contrast. 

Movement is possible too. Smirnoff 
used new multi-image printing to make a 
spider, seen through a vodka bottle, appear 
to crawl up a man's back. And Disney ad- 
vertised its “101 Dalmatians” video on bus 
Shelters that emitted sounds of puppies 
barking when a laser beam was broken. It 
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Art Decaux 


led one confused animal-lover to call the 
fire brigade, says lan McComas, director at 
Adshel, More’s street-furniture arm. 

This sort of innovation has attracted a 
new class of advertiser. Recent data from 
Concord, a poster buyer, shows that in Brit- 
ain, alcohol and tobacco have been re- 
placed by entertainment, clothing and fi- 
nancial services as the big outdoor 
spenders. And traditional outdoor ad- 
vertisers, like car makers, are using it in new 
Ways. BMW ran a "teaser" campaign in Brit- 
ain exclusively on bus shelters. 

Meanwhile a long-time problem, lack 
of data on the effectiveness of posters, is be- 
ing addressed. Every poster site in Britain 
now has a rating indicating how many eye- 
balls are likely to see it. POSTAR, which does 
the ratings, uses lasers to pinpoint where 
people look when they pass a billboard. 

Particularly attractive to the new ad- 
vertisers is street furniture, the fastest grow- 
ing segment of the outdoor market. It ac- 
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counts for some 20% in Europe and about 
5% in America. Its growth is being fostered 
by co-operation with local authorities. Spe- 
cialists like Decaux and More give munici- 
palities free bus shelters and kiosks, plus a 
host of civic facilities that don’t carry ads, in 
return for the advertising space. 

Pioneered in Europe, such contracts are 
spreading to America. New York is due to 
award the biggest street-furniture contract 
ever—a $1 billion, 20-year deal to install 
3,500 bus shelters, 500 news-stands and 
100 lavatories. Only the biggest companies, 
however, can afford the up-front costs of 
such contracts—which is why smaller firms 
are shutting up shop or being bought, and 
others are going public in order to raise 
capital. Two American groups, Eller and 
Universal, were recently bought by Clear 
Channel, and 3m Media and Gannett were 
bought by America’s Outdoor Systems, the 
world’s biggest firm in this market. 

These companies are in a virtuous cir- 


cle: as they get bigger they attract better 
management who bring with them fresh 
ideas. Roger Parry, More’s chief executive, is 
an ex-McKinsey consultant. Clear Channel 
is led by Harvard alumni, and Britain’s 
Maiden by an American investment 
banker who has a Harvard MBA. With un- 
tapped markets as obvious as a garish bill- 
board, more mergers may be just around 
the corner. 





Asia’s music industry 


Moved by the 
blues 


HONG KONG 


IDEM, Asia’s top annual music-in- 
dustry conference, is where the re- 
gion’s record-company executives get to- 
gether and celebrate their good fortune at 
being in a $2 billion market that is growing 
by nearly 20% a year. But that was before the 
bottom fell out of the region’s economies. 
Now, with sales in some markets down by 
as much as 40%, and the region as a whole 
slumping by nearly half that, the celebra- 
tions are over. As if to drive the point home, 
this year’s Midem (due to have been held in 
Bali in May) has been cancelled; the orga- 
nisers feared that nobody would turn up. 
In most industries, such troubles spell 
opportunity for rich multinationals: crash- 
ing stocks and plunging currencies can 
turn local companies into irresistible bar- 
gains. But for global music's Big Six—Sony, 
Polygram, Warner, BMG, EMI and Univer- 
sal-McA-—this calculus may not apply. 
They have a sorry history with previous 
acquisitions in the region. A combination 
of management conflicts and cultural 
clashes has often resulted in once-promis- 


(3 gest callback operators have no 


ermany calling back 
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UTRAGEOUSLY high charges for in- 
ternational telephone calls benefit 
two groups: the telecoms monopolies 
that levy them, and call-back operators. 
The latter help people to avoid high 
charges by re-directing calls over cheaper 
routes. Liberalisation ought, in theory, to 
hurt both of them—by enabling the 
monopolies’ customers to turn elsewhere, 
and by making the discounters’ low rates, 
fiddly procedures and (often) dodgy ser- 
vice look much less tempting. But it has 
not worked out quite like that, at least not 
in Germany, which is currently Europe’s 

| juiciest telecoms market. 
Since liberalisation on January 1st, 
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Deutsche Telekom has indeed been 
bleeding revenues and customers. Scores 
of new operators have entered the market. 
But the call-back firms have been thriving 
too. One reason is that German phone tar- 
iffs, despite deregulation, are still quite 
high. For many destinations the call-back 
service is still cheaper. This is particularly 
true of calls between Germany’s fixed and 
mobile networks. And the nuisance in- 
volved is diminishing. 

Typically, the services are sold on 
commission, by networks of agents (who 
may also sell other products, such as in- 
surance)—all of which is informal, flexi- 
ble, and very un-German. Some of the big- 


operating licence, are not registered for 
business in Germany and decline to pay 
taxes on what they sell. “If they can tell us 
how many minutes we carry, we'll pay 
VAT on them,” says a vice-president of 
Kallback, one of the world’s biggest dis- 
count providers. Kallback claims (when it 
suits) that it sells a million minutes a 
month to 15,000 German customers. 

All big call-back companies agree that 
in the longer term they will need to rein- 
vent their business. Telepassport, for ex- 
ample, a sharply managed former call- 
back provider in Frankfurt, has becomea | 
mainstream operator, competing head- 
on with Deutsche Telekom. “The differ- 
ence is that in this market we can be very 
profitable with a share of less than 1%,” 
says a spokesman, contentedly. 
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ing local labels going quiet after they have 
been bought. Few of the majors have the 
stomach for another purchase, even at dis- 
count prices. Instead, most are cutting staff 
and trimming their lists of artists. On 
March 25th, Polygram warned that its first- 
quarter profits would be “sharply lower” 
due in part to Asian troubles. EMI has said 
much the same. 

So, odd as it may seem, some of the 
stronger regional labels may emerge from 
the downturn as winners. Take Grammy 
Entertainment, a Thai label which already 
has about half of that country’s market. Al- 
though it saw overall sales drop by 5% in its 
latest year, its business of distributing other 
people's music grew by 10% as smaller local 
distributors went under. Rather than shut 
its retail shops, Grammy has opened new 
ones, taking advantage of plunging rental 
costs. And with a billion baht in the bank, it 
is even looking for some acquisitions. 

Another strong label is Taiwan's Rock 
Records. It has been expanding across the 
region, bolstered by its resilient home mar- 
ket. Rock was hoping to be bought; it report- 
edly once offered itself to Bill Gates for 
$700m, but Mr Gates wisely declined, and 
the company has recently been selling itself 
for under $270m. Given the state of the in- 
dustry, it may have better luck buying other 
firms than being bought. 

The chance of a regional power emerg- 
ing from the crisis is strengthened by some 
other trends. Asian consumers are showing 
an increasing taste for local artists over in- 
ternational names. In Thailand, for in- 
stance, local music has grown from 67% of 
the market in 1995 to 85% last year, accord- 
ing to Grammy. Regional firms understand 
these consumers and artists better than the 
majors. They also understand the fast- 
changing local distribution chain better. 

So why are the majors in Asia at all? 
Shouldn't they simply let the local distribu- 
tors sell culture-crossing stars like Celine 
Dion, who hardly need special handling? 


Audio 


Recorded music sales*, $m 
(11996 EE 1997! 





THE ECONOMIST APRIL 11TH 1998 


One reason why they don’t may lie in the 
tale of Aqua, a Scandinavian band that had 
a top-ten hit last year with a work called 
“Barbie Girl”. Aqua, like America’s 
Backstreet Boys and Denmark’s Michael 
Learns to Rock, first hit it big in Asia where 
there is less competition and where a little 
touring goes a long way. 

Once these groups had a certified Asian 
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Rupert Murdoch’s eye’s on China 


HAT do Asians do for a music fix 
now that the economic crisis has 
cut their spending on CDs? Increasingly, 
it seems, they watch music television. 
The battle between the two foreign- 
owned music television networks for the 
ears and toes of Asia’s teenagers is sharp- 
ening; and Viacom’s MTV seems to be 
beating News Corporation's Channel V. 
These warring networks were once 
partners: MTV was Star's music channel 
| until 1994. But then Rupert Murdoch, 
| chairman of News Corporation, the 
| owner of Star, reckoned music television 
was easy enough to reproduce, since all it 
required was pretty young things to be 
quirky and inarticulate between other 
people's videos. So why not set up his 
own music channel and establish some 
lucrative links with the music industry? 
Channel V, backed by four of the six 
largest record labels, was the result. In 
contrast to MTV's one-size-fits-all ap- 
proach, it created different channels for 
each of its main markets, concentrating 
on local, rather than international music 








and using home-grown presenters. It 
trounced MTV. 

MTV has since redesigned its product 
to cater more to local tastes—as it has in 
other markets where local rivals were 
beating its global formula. In 1995 and 
1996 it set up a Separate MTV India, MTV 

. Mandarin (for Taiwan and China) and 
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best-seller, radio stations in the West took 
note. Last year Terry Ellis, the co-founder of 
the Chrysalis label, started Tiger Star 
mainly to launch overlooked western art- 
ists in Asia—in the hope of eventually 
bringing them back in glory. Seen as a tal- 
ent farm as well as a huge, if difficult, mar- 
ket, Asia makes more sense. 

—À —————— — ————— 00 


pines and Singapore). And it negotiated 
slots with ordinary terrestrial broadcast- 
ers, which reach broader audiences than 
its usual satellite-to-cable delivery ser- 
vices. This broader reach, combined with 
MTV's brand, its models-with-attitude 
presenters and its relentless marketing, 
has enabled it to pull ahead of its rival. 
Most figures say that MTV has passed 
Channel V in all the main markets except 
for Thailand, where they are neck and | 
neck, and Hong Kong, where neitherhas | 
much of a presence. MTV's gains include 
India, traditionally Channel V's stron- | 


MTV Asia (mostly Indonesia, the Philip- 
| 
! 


gest market, and Taiwan, where the once- 
dominant Channel V was recently | 
dropped by the largest cable operatorin | 
Taipei. Last year MTV's Asian revenues | 
doubled and its audience grew five-fold, | 
while Channel V's business was flat. 

The big market for both firms is | 
bound to be China, but each has found it 
hard going there. Satellite broadcasts are | 
officially banned, so only those with ille- | 
gal dishes can receive Star. There are | 
probably millions of those, but they are 
hard to count, so the Chineseaudienceis | 
hard to sell to advertisers. MTV, which is 
legally distributed on cable channels, 
claims to reach 26m households. Both 
lobby for greater access, but things move 
slowly in China. 

MTV's victory, though, is pyrrhic: 
both operations are still losing money, 
although Channel V is a bit closer to 
breaking even. Neither releases financial 
figures, but analysts reckon that both | 
have advertising revenues in the $12m- 
15m range, while Channel V's running | 
costs are a bit lower than MTV's. 

Channel V executives talk of breaking 
even in cash-flow terms within about a 
year; MTV's perhaps a year after that. That | 
may be optimistic, given that the region's | 
crisis has hit three of its biggest markets— 
Indonesia, Thailand and the Philip- | 
pines—hard. Factor in the estimated | 
$150m that MTV has already spent on set- 
ting up its Asian operation, and it may 





be as late as 2005 before it recoups its 
investment. 
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The perils of global capital 


WASHINGTON, DC 


Asia's financial crash showed the fragilities of global capital markets. How 


can they be made safer? 


OBERT RUBIN, America's Treasury 

secretary, wants to “modernise the ar- 
chitecture of the international financial 
markets". Eisuke Sakakibara, Japan's top in- 
ternational finance official, is thinking of a 
"Bretton Woods II". Alan Greenspan, chair- 
man ofthe Federal Reserve, wants to review 
the "patchwork of arrangements" govern- 
ing international finance. After East Asia’s 
Crisis, activism is in the air. Improving the 
international financial system will domi- 
nate discussion at the IMF spring meetings 
that begin on April 13th; it is the theme ofa 
specially-convened gathering of top finan- 
cial officials from 22 countries on April 
16th; it will be high on the c7 agenda in 
May, and will feature at just about every 
other financial schmoozefest thereafter. 

It is easy to see why. After East Asia's 
spectacular crisis, policymakers worry that 
today's financial architecture, designed at 
Bretton Woods in 1944 for a world of lim- 

‘ited capital mobility, may not be capable of 
dealing with an ever more global capital 
market. For international finance has been 
revolutionised. Formerly closed economies 
have cast off controls and embraced for- 
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eign funds. Better technology and financial 
innovation have made it easy to move 
money instantaneously. 

The benefits are obvious: the expansion 
of private flows to developing countries, 
from $34 billion a decade ago to $256 bil- 
lion in 1997, has brought much needed 
capital to emerging economies, and 
healthy returns to rich-country savers. But 
vast inflows can quickly become huge out- 
flows. And financial crises can spread over- 
night between apparently unconnected 
markets. The five worstaffected Asian 
economies (South Korea, Indonesia, Thai- 
land, Malaysia and the Philippines) re- 
ceived $93 billion of private capital flows 
in 1996. In 1997 they saw an outflow of $12 
billion. This shift of $105 billion in one year 
was the equivalent of 11% of their com- 
bined GDP. 

Yet bouts of activism have occurred be- 
fore. After the demise of the fixed exchange- 
rate system in the early 1970s, a group of 
finance ministers and central bank gover- 
nors, “the Committee of 20”, set out to de- 
sign a wholly new architecture. As the oil 
shock hit, Henry Kissinger had big ideas for 


the International Energy Agency. During 
the 1980s debt crisis, a score of new bureau- 
cracies, such as an International Debt Dis- 
count Corporation, were mooted. 

But actual innovation was modest and 
incremental. After the fixed exchange-rate 
system collapsed, today’s non-system of 
floating rates emerged from the wreckage. 
After the oil shocks, the 1mF created new 
credit lines to help countries cope with sud- 
den shifts in commodity prices. The debt 
crisis was finally resolved with the intro- 
duction of Brady bonds. Since Mexico's 
most recent crash in 1995, the G7 has led 
more tinkering, including a new credit line 
to lend the IMF money in an emergency. 

Cumulatively, such changes have al- 
lowed the post-war blueprint to evolve. At 
issue is whether it has evolved enough. 


First identify the problem 


Much depends on what caused East Asia's 
crash. Explanations abound, but—with 
some simplification—they divide into two 
broad categories. One emphasises that the 
crisis was homegrown, the product of 
crony "Asian capitalism". The other em- 
phasises panic. It points out that no one 
foresaw the crisis; that by conventional in- 
dicators of economic health (budget defi- 
cits and so forth) the Asian economies were 
in good shape; and that no economic 
change occurred in 1997 to justify such a 
massive loss of confidence. 

There is probably some truth to both in- 
terpretations, and most observers believe 
the crisis was a combination of the two. 
Where analysts differ is the relative weight 
they assign to each. American triumph- 
alists and some academics, such as Paul 
Krugman, emphasise crony capitalism. 
Others, notably Jeffrey Sachs of Harvard 
University and Joseph Stiglitz, chief econo- 
mist at the World Bank, believe panic was 
more important. 

Crucially, these two interpretations im- 
ply different conclusions about how best to 
prevent and deal with future crises. If you 
regard Asia's crash essentially as a crisis of 
Asian capitalism—especially its opacity, 
poor regulation and cronyism—then sys- 
temic reforms should be geared towards re- 
inforcing transparency, improving super- 
vision and limiting moral hazard. But if the 
crisis was primarily one of panic, then the 
goal should be to control unstable markets 
while providing more public money or cre- 
ating new, reassuring rules. 

The market-reinforcing view starts by 
calling for greater transparency. Thailand's 
secret sales of foreign-exchange reserves in 
the forward markets made a mockery of its 
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Rubin the architect 


official reserve levels. No one had any idea 
how enormous South Korea’s short-term 
debt burden was. This opacity worsened 
the crisis, suggesting global markets would 
work better if there were more information, 
of better quality, on a broader range of eco- 
nomic items. 

Since Mexico's crash in 1994-95 there 
have been efforts to improve the informa- 
tion available to investors. But too many 
emerging economies are still too secretive. 
Only 39 countries post their economic sta- 
tistics on the IMF's new electronic bulletin- 
board. Few countries (rich or poor) publish 
details of their forward foreign-exchange 
operations. Worse, much important in- 
formation is simply not collected, or col- 
lected too late. Aggregated information on 
firms' foreign indebtedness, for instance, 
simply does not exist. Sorting out these sta- 
tistical shortcomings is an obvious priority. 


Policing the banks 


A second reform to reinforce capital mar- 
kets is better regulation. Banks are uniquely 
vulnerable institutions, capable of 
wreaking havoc if inadequately supervised. 
Countless banking crises—in rich and poor 
countries alike—have shown that the com- 
bination offree capital flows and badly reg- 
ulated banks is disastrous. To improve su- 
pervision, the Basle Committee of 
international bank supervisors issued “25 
core principles" of sound banking last year. 

For many observers, however, East 
Asia's crisis shows that more needs to be 
done. Perhaps the standards of financial 
safety themselves need updating. The key 
internationally-agreed rules for banks are 
the Basle capital-adequacy standards set up 
by the industrialised countries in 1988. A 
decade on, they look inadequate and arbi- 
trary. The minimal capital necessary for 
safety in a developed banking system may 
be insufficient in volatile emerging mar- 
kets. And it seems odd that lending short- 
term to banks, particularly emerging-mar- 
ket ones, is considered always less risky 
than making long-term loans to companies 


* "The East Asian Financial Crisis: Diagnosis, Remedies 
and Prospects" By Steve Radelet and Jeffrey Sachs. 
Brookings Papers on Economic Activity, forthcoming. 
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such as Microsoft. 

Others go much further, arguing that a 
global capital market needs global finan- 
cial regulation, not a hotch-potch of na- 
tional supervisors of varying quality. 
Henry Kaufman, an American markets- 
watcher, has put forward the most ambi- 
tious proposal. He wants to create a new in- 
ternational institution that would 
supervise participants in global capital 
markets. It would establish uniform trad- 
ing, reporting and disclosure require- 
ments, set minimum capital requirements 
and eventually rate the credit quality of in- 
stitutions under its jurisdiction. Some of 
these ideas have found resonance in offi- 
cial circles. Stanley Fischer, deputy manag- 
ing director of the mF, is wary of creating a 
new institution but keen on more system- 
atic supervision of existing regulators. 


Cut moral hazard 


A third market-reinforcing reform is to re- 
duce moral hazard. Bail-outs, on this view, 
breed more crises. For many conservatives, 
particularly in America’s Congress, the an- 
swer is to curb, or even eliminate, the IMF. It 
is the prospect of bail-outs, they argue, that 
encourages governments to profligacy and 
investors to recklessness. 

The most libertarian want nothing in 
the ıMFs place. They argue that govern- 
ments can protect themselves privately 
against sudden flights of capital. In 1995, 
Argentina faced a liquidity crisis, as capital 
fled in the aftermath of Mexico's crash. To 
avoid a repeat, the Argentines entered into 
$6.7 billion worth of "reverse repo" ar- 
rangements with 14 international banks. 
For promising to provide liquidity should 
capital suddenly flee, the banks charge Ar- 
gentina a fee and demand Argentine bonds 
as collateral. Many reformers think this ap- 
proach is the best way to avoid liquidity cri- 
ses. They may be right, but it is untested. 

Some argue that public money can bol- 
ster such private liquidity 
lines. The Argentines, for 
instance, have suggested 
that international institu- 
tions could give guarantees 
in place of the collateral 
banks now demand. Ri- 
cardo Hausmann, chief 
economist at the Inter- 
American Development 
Bank, wants international 
institutions to promote 
this market by offering 
countries such liquidity 
lines jointly with commer- 
cial banks. This way, public 
money helps boost liquid- 
ity without worsening 
moral hazard, and private 
creditors cannot simply 
flee when panic hits. 

If credit lines could pre- 


Camdessus the contractor 


empt crises of illiquidity, that still leaves 
the problem of insolvency. Or, put another 
way, the question of how Asia's mess 
should have been dealt with. Again, the 
most orthodox free-market types would say 
that South Korean, Thai and Indonesian 
banks and firms should simply have de- 
faulted, making foreign bankers and other 
investors lose money. 

International default, however, is 
thought to come at a heavy price. Countries 
that reneged on their bonds in the 1930s 
did not regain access to capital markets for 
decades. This history has spawned a deep- 
seated fear of formal default (though many 
poor countries have had de facto defaults 
as their debts have been rescheduled). For- 
mal cross-border default seems frightening, 
for it takes place in a legal and institutional 
vacuum. Hence a further market-reinforc- 
ing reform aims to fill this void: to find a 
way in which creditors can take a hit with- 
out the chaos of uncontrolled default. 

Unfortunately no one has worked out 
how to do it. Jeffrey Sachs is the most ambi- 
tious. He would like a fully-fledged interna- 
tional bankruptcy framework, modelled 
on chapter 11 of the American bankruptcy 
law. His proposals* would not only ensure 
that creditors took a hit, but would also pro- 
vide debtors with a framework within 
which they could gain access to new credit. 
He claims that South Korea's "voluntary" 
rescheduling of its short-term debts was the 
right approach. It should simply be 
formalised. Many “pro-market” reformers 
abhor the idea of debt work-outs. They ar- 
gue that a generous international bank- 
ruptcy procedure would worsen the prob- 
lems of moral hazard, as default became an 
easy option. 

In official circles the idea of such “or- 
derly work-outs" was carefully studied after 
Mexico's 1995 crisis. The conclusion was 
that the legal problems surrounding a 
world bankruptcy court were insurmount- 
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able. But more modest reforms were sug- 
gested: including “default clauses" which 
stipulated a work-out procedure in future 
bond contracts, and allowing the IMF to 
lend to countries that had defaulted, 
thereby implicitly sanctioning a default. 

Such notions are back in vogue. But no 
concrete, workable blueprints yet exist. 
And it will be a complicated business. Not 
only are there two main types of creditors 
(banks and bondholders), but also several 
kinds of debtors (sovereign governments, 
banks and firms). A “work-out” system that 
reinforced, rather than undermined, mar- 
ket discipline must be sufficiently system- 
atic to prevent chaos, but tough enough to 
avoid moral hazard. 


Or channel the flows 


For those who see East Asia's crisis primar- 
ily as one of panic, these market-reinforc- 
ing reforms mostly miss the point. Far 
more urgent is the need to control the capi- 
tal flows themselves. 

Ironically, the most ambitious of such 
proposals is touted by George Soros, a man 
who made his fortune and reputation in fi- 
nancial markets. He now believes the pri- 
vate sector is ill-suited to allocating interna- 
tional credit and thinks bureaucrats would 
do a better job. He wants to create an Inter- 
national Credit Insurance Corporation. 
This bureaucracy would, for a modest fee, 
guarantee all international loans to a coun- 
try up toa debt level it deemed appropriate. 
Any further lending would be uninsured. 

This proposal has so many weaknesses 
it is hard to believe anyone takes it seri- 
ously. Consider only two. Blanket insur- 
ance up toa cut-off point would precipitate 
a rush to lend up to a country's limit (with 
commensurately bad investment deci- 
sions). And there is no evidence that bu- 
reaucrats are any better at determining op- 
timal debt levels than the market. Think 
only of the marvellous job they did in the 
former Soviet Union. 

While most policymakers consider Mr 
Soros's ideas crazy, a far broader consensus 
surrounds the usefulness of capital con- 
trols. For those who are uneasy with the 
speed with which funds flow around the 
globe, the perennial idea of a tax on cur- 
rency transactions has surfaced again. Even 
more popular is the idea of "prudential" 
capital controls on short-term inflows. The 
World Bank's Mr Stiglitz is a big fan. He 
likes to compare global capital markets to a 
wild and choppy sea: small economies, like 
small boats, can easily sink. Chile is often 
cited as an example of a country that has 
flourished using such controls. It discour- 
ages hot money by demanding that 30% of 
all inflows be deposited without interest at 
the central bank for one year. For short- 
term inflows this implies a hefty tax. 

Judging by Chile's performance, such 
controls may work. But they come at a price. 
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Chile’s real interest rates are higher than 
they need be, and its financial markets are 
segmented: big firms borrow abroad; small 
ones face high rates at home. And, most im- 
portantly, sophisticated financiers eventu- 
ally find ways around them. 

While less hot money might reduce the 
risks of a market panic, it would not elimi- 
nate it entirely. Hence a further reform op- 
tion is to create a true global lender of last 
resort. The IMF partially fulfills the role but 
compared with a central bank (the domes- 
tic lender of last resort), it is severely con- 
strained: it cannot print money and so can- 
not lend freely. Its resources are paltry 
compared with today’s cross-border flows. 
It does not lend at penal interest rates 
(though it attaches exacting conditions to 
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its money)and does not demand collateral. 

In serious crises, the 1MF has not been 
the main lender of last resort. In 1982, when 
Mexico teetered on the edge of default, it 
was the United States that stepped in, pre- 
paying for $2 billion of Mexican oil. When 
Mexico hit trouble in 1995, it was again the 
Americans that provided most of the in- 
stant money. And, for all the talk of "huge 
IMF bailouts" in East Asia, only modest 
sums have been lent. So far, the Fund has 
disbursed less than $20 billion. 

Recent reforms have made the IMF 
more like a lender of last resort. A new 
credit facility allows countries in trouble to 
borrow more money, quickly, at penal in- 
terest rates (but still with economic condi- 
tions attached). Its capital base is being ex- 
panded. But even with a capital increase, 
the MF will have only another $90 billion 
in its kitty. To be a credible lender of last 
resort would demand much more. 

With such an array of possible reforms, 
itis hardly surprising that international of- 
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ficials are confused and uncertain. Their 
political masters demand quick action, to 
show they have "dealt with" Asia's crisis. 
But the issues are complicated, and many 
proposals inconsistent. 


What is to be done? 


A few reforms are easy, obvious and make 
sense whatever interpretation of Asia's cri- 
sis you hold. Better information, for in- 
stance, cannot do anything but good. A sec- 
ond category of possible reforms also make 
sense, but will be politically difficult. Creat- 
ing a truly global overseer of regulators will 
be vehemently resisted by national bodies. 
Imagine America's Securities and Ex- 
change Commission, for instance, being 
dictated to by some supranational body. 
Similarly, attempts to change capital-ade- 
quacy standards or broaden the reach of su- 
pervision beyond banks will all take a long 
time. The Basle capital-adequacy standards 
took the best part of a decade to evolve. 

But most difficult—conceptually, politi- 
cally and practically—is the question of 
minimising moral hazard versus creating a 
better lender of last resort. Or, put another 
way, the dilemma of ensuring that private 
investors pay the price of their bad deci- 
sions, but that countries are not unfairly 
punished for investor panics. 

Theoretically, the logic ofa vast interna- 
tional lender of last resort to cope with pan- 
ics is impeccable. In practice, it is difficult 
to distinguish between unwarranted panic 
and real problems. It is virtually impossi- 
ble to imagine generating political consen- 
sus for an IMF that was big enough to be a 
credible lender of last resort. Even those, 
such as Mr Sachs, who believe that East 
Asia's crisis was mainly a panic, do not con- 
clude that a bigger Fund is the answer. He 
believes the only way forward is through 
some form of systematised debt work-outs, 
where creditors take a hit. 

Yet the hurdles to this are equally im- 
mense. Despite an ever more global capital 
market, legal authorities are still nationally 
based. Practicalities aside, a framework that 
was too clear-cut (and too kind to debtors) 
might invite poor-country recklessness or, 
more likely, might ensure that foreign capi- 
tal flows simply dried up. 

These conundrums will not be solved 
simply. Modest improvements can be 
made quickly. But no single institution or 
innovation will magically make capital 
markets safe and sound. As they prepare for 
their meetings, the post-Asia activists 
would do well to take a look at “Manias, 
Panics and Crashes", the definitive analysis 
of financial crises by Charles Kindleberger, 
America's foremost economic historian. 
The book's first sentence is a salutary re- 
minder: “There is hardly a more conven- 
tional subject in economic literature than 
financial crises." 
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Watch out for the egos 


NEW YORK 


The merger of Citicorp and Travelers aims to transform the global financial- 


services business. That will not be easy 


O ONE would mistake John Reed for 
a rock star. The boss of Citicorp is 
normally the most reclusive of executives, 
shunning the press so completely that even 
up-to-date photographs are rare. But on 
April 6th, when Mr Reed and Sanford 
Weill, the chairman of Travelers Group, 
met the press to announce their firms’ 
merger, the two were greeted as heroes. As 
journalists applauded, jostling photogra- 
phers had to be restrained from rushing the 
podium. The two men rose to the occasion, 
spelling out a vision for the merged com- 
pany so inspiring that investors added a re- 
markable $30 billion to the value of the two 
firms’ shares in a single day. 

Mr Reed sees the new firm, to be called 
Citigroup, as “the model of the financial 
services company ofthe future"—a global fi- 
nancial supermarket offering a compre- 
hensive range of products through a wide 
variety of distribution channels. This vi- 
sion is shared by many leaders of the finan- 
cial-services industry, who have long been 
presiding over the gradual erosion of dis- 
tinctions among banks, insurers and in- 
vestment companies. But the Citicorp/ 
Travelers union represents an abrupt accel- 
eration of this process. Their competitors, 
in America and beyond, will urgently be re- 
considering their options. 

Citigroup could certainly offer almost 
everything a global financial supermarket 
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might sell. Citicorp has the only successful 
global brand in consumer banking, with 
branches in 100 countries mostly serving 
better-off individuals. It is one of the 
world’s leading credit-card operators. It has 
a technological edge over its rivals. And, 
having nearly gone bust in 1991 because of 
bad loans, it now has impressive lending 
controls. Travelers, which Mr Weill has 
built up through a series of astute acqui- 
sitions, peddles everything from property 
insurance and mutual funds to shares. It 
has different distribution networks to Citi, 
ranging from its Salomon Smith Barney in- 
vestment bank to downmarket A.L. Wil- 
liams, an insurer. 

The $30 billion question is whether the 
right ingredients will suffice. There are 
enough examples of failed attempts at su- 
permarket-building to suggest caution 
about Citigroup's prospects. Sean Ryan, a 
banking analyst with Bear Stearns, reckons 
that, in general, financial conglomerates 
are like communism, “an elegant theory 
that produces lamentable results”. To prove 
the point, he lists a series of 1980s debacles, 
not least the ill-fated purchase of Shearson, 
an investment bank which Mr Weill then 
headed, by American Express. 

Why should Citigroup fare any better? 
One reason is technology. Selling Citicorp 
products to Travelers customers, and vice 
versa, is where Messrs Reed and Weill see 


the greatest potential gains. For many years, 
this sort of cross-selling produced disap- 
pointing results. Some banking experts 
now argue that this failure was due to an 
inability to target products to the right cus- 
tomers, because of poor data and inade- 
quate technology to process what there was. 
But this has started to change as it has be- 
come cheaper to store and manipulate in- 
formation. Citicorp’s technology is proba- 
bly the best around, and there are signs that 
its effectiveness in mining its consumer 
database is improving significantly. Both 
partners have strong brands, which makes 
the task of cross-selling far easier. 

On the corporate side, the merger may 
give both companies’ operations a badly- 
needed lift. Mr Reed admits that Citicorp's 
investment banking operation has strug- 
gled. Citi has abandoned parts of this busi- 
ness, although it is still a market leader in 
foreign-exchange dealing as well as a large 
lender to corporations. Salomon Smith 
Barney is huge in bond dealing and retail 
broking, but has made few inroads into eq- 
uity underwriting. The combined firm may 
have a chance of fighting its way from in- 
vestment bankings unrewarding middle 
ranks to the lucrative “bulge bracket". 

That, at least, is the hope. The reality is 
that mergers rarely work out so smoothly. 
Cross-selling to consumers often falls vic- 
tim to turf wars among the far-flung parts 
of a big organisation, and there are few ex- 
amples of banks which have built their cor- 
porate loan businesses into profitable posi- 
tions in the capital markets. One of 
Citicorps main competitors, J.P. Morgan, 
has apparently decided that its strategy of 
uniting lending and investment banking is 
no longer viable (see box on next page). 

Even if few of the gains expected by 
Messrs Weill and Reed actually materialise, 
they may have calculated that they will lose 
little by trying. Most of the recent mergers 
in financial services have sought to save 
money by cutting duplication. The merger 
of Citicorp and Travelers has a more ambi- 
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| 
| Bankless banking 


NEW YORK 


| OR bankers sweating to give their 
| shareholders better returns, it seems 
| nothing is any longer sacred. If the 
.| Citicorp/Travelers merger does not pro- 
vide sufficient evidence of this, J.P. Mor- 
gan might. Morgan, for decades Ameri- 
ca's bluest-chip lender, may soon get out 

of the lending business. 

Morgan's profits have been disap- 
pointing of late. Its return on equity last 
year, 13.4%, was well below the 15.8% av- 
erage for America's big banks. Manage- 
ment thinks lending is much to blame— 





J.P. had less competition 


tious goal. The two firms have very little 
duplication in their activities, so they can 
be slotted together without either of them 
losing their momentum. Disruptive job 
losses should be few. The 1997 merger be- 
tween Morgan Stanley, an investment 
bank, and Dean Witter, Discover, a stock- 
brokerage and credit-card firm, may offer a 
better parallel than the normally bloody 
mergers among commercial banks. But it 
may also offer a warning: the company is 
selling off some of Dean Witter's credit 
cards after deciding that they are less prom- 
ising than it thought. 


What a bargain 


However, this merger does avoid one of the 
biggest flaws in the consolidation now un- 
der way in American financial services: no 
huge premiums are being paid. This is a 
stock swap between companies whose 
market capitalisations are nearly equal, 
and shareholders in both firms are expect- 
ing to see higher earnings right away. Al- 
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not only because margins are slim, but 
because regulators require Morgan to 
have capital equal to 8% of the loans it 
holds. The way out, it has told staff, is to 
help clients to borrow from other lend- 
ers rather than to be a lender itself. 
Goldman Sachs, an American invest- 
ment bank, has successfully broken into 
the credit business by arranging syndi- 
cated loans without taking any ofthe risk 
on to its own books. The analogy going | 
around Morgan's Wall Street offices is of. 
Goldman as the swan, and Morgan as | 
the duckling trying to become a swan. 

Morgan plans to start by cutting its 
own loan portfolio—$31 billion last 
year—in half, by selling the loans or 
hedging them with derivatives. All new 
loans will either be syndicated to other 
banks or sold in the secondary loan mar- 
kets. As current loans mature, Morgan's 
loan book will fade away. It will be cur- 
tains for the old commercial bank. 

This strategy is by no means riskless. 
Morgan's main worry is that the plan 
might jeopardise its cherished relation- 
ships with clients. Even though the law 
prohibits "tying" other business, such as 
initial public offerings of shares, to trans- 
actions such as lending, Morgan has 
tried to exploit its existing commercial 
banking relationships in order to be- 
come a force in investment banking. 
Telling clients their risk is no longer 
good enough for Morgan's balance sheet 
is unlikely to please them. But sharehold- | 
ers may like it. | 

| 





most all ofthe bank mergers of recent years, 
by contrast, have lowered the acquirers 
earnings per share. 

On the face of it, the deal would appear 
to violate America's financial laws. Under 
the Glass-Steagall act of 1933, insurers may 
not own banks, or vice versa. Unimpressed 
by this little difficulty, Messrs Reed and 
Weill exude confidence that the Federal Re- 
serve Board, the main regulator of big 
banks, will wave their merger through. 

They may be right. Given Congress's re- 
peated failure to modernise the law, the 
Fed has sought to loosen the legal strictures, 
discovering, for example, previously un- 
known justifications for allowing banks 
limited power to underwrite securities. But 
it would be wrong to take the Fed's ap- 
proval for granted, and the Comptroller of 
the Currency, which must also approve the 
deal, has traditionally taken a rather less ex- 
pansive view of banks' powers. In the worst 
case, though, Citigroup would probably be 
given time to divest the insurance busi- 





ness—time which could be used to lob 
Congress to change the law. 

Messrs Weill and Reed proclaim tl 
they will run Citigroup as equals. This 
hard to imagine. Few firms succeed unc 
two bosses for long—and these are two 
Wall Street’s biggest egos. Perhaps ! 
Reed's statement that he and Mr Weill w 
install identical fireplaces in their he: 
quarters offices should be taken as a hoj 
ful sign. Many rock groups have fall 
apart over less. 


Sub-prime lenders 


Trailer trashed 


EFORE the hubbub surrounding t 

week's big deal had even begun to st 
side, Wall Street's traders were given yet : 
other dose of financial diversification. 
April 7th Conseco, an acquisitive Ame 
can life and health insurer, agreed to spl: 
out $7 billion or so on Green Tree Fin: 
cial, a Minnesotan lender that speciali: 
in mortgages for mobile homes. The de 
which creates an insurance and consum 
finance group worth over $20 billic 
marks the second sale of a large sub-prii 
lender—a company that finances the |; 
well-off—in as many months. A third cai 
later the same day, when Household Int 
national, a big sub-prime lender in its ov 
right, struck an $8.6 billion deal for Bent 
cial, a large competitor. 

Conseco has grown into a large, 
controversial insurance group by purch 
ing 19 rivals in just 16 years, usually with 
own shares rather than cash. Green Tr« 
pedigree is yet more uneven. It gr 
quickly in the mid-19905, as sales of trail 
soared, and made a string of record prof 
In reward, Green Tree's chief executi 
Lawrence Coss, was paid $102m in 19: 
more than any other company boss. 

Late last year, however, the story too 
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As never before, successful asset manage- 
ment requires global reach and local knowledge. 

Indeed, in today’s markets, global and local 
are inseparable. Global management necessitates 
on-the-ground knowledge of local opportunities. 
Local investment requires an intensive understanding 
of global economic and market trends. Both must 
be delivered through a single, disciplined invest- 
ment process. 

At Dresdner RCM Global Investors, our 
extensive global infrastructure of investment, 
client service and operations professionals is 
oth resources strategically positioned in every corner of the 
world. With our rigorous investment processes 
reign tO us. and innovative resources—such as our global 
Grassroots™ research network of over 37000 
industry contacts-we're able to respond to the 
needs of some of the world's most discerning 
clients. The focus? Superior performance and 
customised, value-added solutions. 

With our strong culture and heritage, 
Dresdner RCM Global Investors stands at the 
forefront of global investment in countnes all around 
the world. After all, they're countries we call home. 

Dresdner HCM Global Investors. 


Worldwide. Worldwise. 
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The 1997 results are further proof of the success of Tractebel's strategy of internationalisation in the electricity and gas 
sector, and its value to the shareholder. The international trend towards privatisation favours the emergence of a few major 
global players. Tractebel - with expertise in both electricity and natural gas, plus a proven record in international tenders - 


is undoubtedly one of these. And with more strong growth in prospect, we're generating a better future for customers and 
shareholders alike. Energy and services for the world. 
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nasty turn. In November, Green Tree ad- 
mitted that its earnings had been over- 
stated by booking profit on mortgages be- 
fore it had actually accrued. The company 
was caught out because a large number of 
customers decided to refinance their mort- 
gages to take advantage of lower interest 
rates, sending the value of its mortgage- 
backed securities floorwards. As a result, 
$190m of Green Tree’s 1997 profits disap- 
peared to redress the “accounting misjudg- 
ment". The market baulked: Green Tree's 
shares fell by a third. Mr Coss had to give 
back a chunk of his bonus (but was still left 
with over $40m). The company's president 
fell on his sword as shareholders sued in 
their hundreds. 

So why does Conseco want this tainted 
lender? For one thing, it must think it is get- 
ting a bargain: at their peak, Green Tree's 
shares were worth $40; the day before the 
deal they were $29. Conseco also hopes to 
push its own products through Green Tree's 
200 offices and to benefit from its links 
with 20,000 retail mobile-home dealers. 
Conseco's bosses also think Green Tree's 
prospects are rosy, now that its accounting 
problems are behind it. Loans to consum- 
ers grew by 45% last year, and Mr Coss 
thinks the firm is on course to do more new 
business this year than last. 

That looks optimistic. Green Tree may 
still be drumming up new business, but up- 
start lenders are wounding it in the flank: 
they have grabbed thousands of customers 
who wanted to refinance loans on their 
mobile homes as rates fell. Add to that in- 
creasing competition from big banks—last 
month, First Union an East Coast bank 
that is expanding aggressively, bought The 
Money Store, another sub-prime lender— 
and Conseco appears to be taking quite a 
gamble. Not so Mr Coss, whose stake in 
Green Tree is worth about $300m. 





Indonesia's banks 
No credit 


JAKARTA 


| vite ae IC crisis is eroding the faith of 
Indonesians in their country’s banking 
system. Depositors respond to every ru- 
mour, however wild, by rushing to with- 
draw their savings from the neighbour- 
hood bank. No need, Fuad Bawazier, the 
finance minister, insisted this week: “All le- 
gitimate depositors and creditors have the 
full protection of the government's guaran- 
tee. They have nothing to fear.” But Mr 
Bawazier's surprise move to shutter seven 
banks and place seven others under the 
care of a state agency did nothing to calm 
the jitters. 

No one doubts that Indonesia has far 
too many banks. Deregulation in 1988 re- 
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sulted in a proliferation—198 at last count. 
Before the economy erupted last summer, 
the central bank believed that it could engi- 
neer a consolidation. It has no such luxury 
now. A restructuring of the banking system 
is one of the core objectives of the $43 bil- 
lion IMF stabilisation programme, which 
was renegotiated this week (see page 19). 
And the consensus in financial markets is 
that Indonesia will be unable to achieve a 
speedy economic recovery without shut- 
ting down much of its banking system. 

Since last November, when the govern- 
ment liquidated 16 banks, depositors have 
moved billions of dollars of savings to 
neighbouring Singapore or under their 
mattresses. The central bank hopes that 
with a careful, deliberate restructuring it 
will be able to bring some of that money 
back into the banking system. But analysts 
are rightly sceptical about its ability to 
achieve that. The seven banks closed this 
week (some owned by close relatives and 
cronies of Suharto, the Indonesian presi- 
dent) had been allowed to borrow up to 
five times their equity from the central 
bank before regulators shut them down. 

The seven banks placed in the care of 
the Indonesian Bank Restructuring Agency 
may be no better off. They include state- 
owned Bank Ekspor Impor Indonesia, 
which has reported foreign-exchange losses 
of $300m, and Bank Danamon and Bank 
Dagang Nasional, which were among only 
ten banks that supposedly met the central 
bank’s new capital requirements. The 
restructuring agency now oversees 54 
banks. According to an agency official, it 
plans to cure these institutions by “twin- 
ning” them with state banks. That is dis- 
couraging news, as Indonesia’s state banks 
are hardly the epitome of prudence. 

The restructuring agency plans to con- 
vert the central bank’s loans into equity 
and, it hopes, sell stakes to foreign institu- 
tions. But foreign banks are reluctant to 
rush to the fire-sale. Many of them have lent 


huge sums to Indonesian companies and 
are bogged down in debt-restructuring ne- 
gotiations. Moreover, the balance sheets of 
even relatively healthy banks are suspect. 
The banks cannot recover money owed by 
recalcitrant companies because of the ab- 
sence of effective bankruptcy legislation, 
which makes it almost impossible to attach 
values to non-performing loans. 
Recapitalising the banks, rating agency 
Standard & Poor's estimates, will cost $15 
billion. That is a tall order indeed. 





Mexico’s economy 


Miracle or 
mirage? 


VER the centuries, Mexico has known 
more than its share of miracles. Just 
now it is in the midst of yet another. After 
the peso crash of 1994-95, which shrank the 
economy by 6% and cut real wages by more 
than one-quarter, GDP shot up nearly 7% 
last year. But like most miracles, this one 
may prove fleeting. Even as Mexicans are 
starting to enjoy fatter pay packets for the 
first time in four years, the good times may 
be coming to an end. 

For that, blame a factor that the govern- 
ment rarely discusses: its dependence on 
oil. Jose Angel Gurria, now the finance min- 
ister, used to boast that Mexico is no longer 
dependent on oil, for it makes up barely a 
tenth of all exports, down from four-fifths 
in 1982. True enough. But the government 
still relies heavily on Petroleos Mexicanos, 
or Pemex, the inefficient state-owned oil 
monopoly. Petroleum provides nearly 40% 
of the federal government's revenues. The 
recent collapse in world oil prices, abetted 
by an unusually warm winter in the north- 
ern hemisphere and recession in much of 
Asia, has disrupted that flow of cash and 
threatens to derail the economy. 

Since mid-October, the average price of 
Mexico's heavy crude oil has fallen by over 
a third, from over $17 to barely $10. Each 
dollar-per-barrel drop cuts $800m from the 


Too to last? 


Mexico's % change on year earlier 
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government's revenues. In response, the 
government has slashed spending twice 
this year: by $1.8 billion in January and an- 
other $1 billion on March 24th. Though 
sound macroeconomics, these cuts will 
punish ordinary Mexicans, who have en- 
dured four extremely hard years. The gov- 
ernment still forecasts growth in GDP of 5%, 


| 


but private analysts doubt it. 

Lars Schonander of Santander, a Span- 
ish investment bank, says the government 
will have to let the peso slide to boost ex- 
ports and thus cover the current-account 
gap left by the fall in oil receipts. This 
would be inflationary, so to soften the im- 
pact Guillermo Ortiz, the ex-finance minis- 


` Big MacCurrencies 


The dollar no longer looks cheap compared with the other big currencies 


S THE yen plunges and sterling soars, 
economists are being forced to re- 
| vise their currency forecasts. To help them 
| get their teeth into the subject, The Econo- 
| mist has updated its Big Mac index, which 
seeks to make exchange-rate theory a bit 
more digestible. 
| The Big Mac index is based upon the 
_ theory of purchasing-power parity (PPP), 
the notion that a dollar should buy the 
same amount in all countries. Supporters 
of PPP argue that in the long 
run, the exchange rate be- 
| tween two currencies should 
| move towards the rate that 
| would equalise the prices of 
| an identical basket of goods 
and services in each country. 
Our "basket" is a Mc- 
Donald's Big Mac, produced 
in 110 countries. The Big 
Mac PPP is the exchange rate 
that would leave hamburg- 
ers costing the same in 
America as abroad. Compar- 
ing actual rates with PPPs sig- 
| nals whether a currency is 
| under- or overvalued. (For 
more details on the index, 
| check www.economist.com.) 
| The first column of the 
table shows local-currency 
prices of a Big Mac; the sec- 
ond converts the prices into 
dollars. The cheapest Big 
Macs are now in Indonesia 
and Malaysia, where they 
cost $116. At the other ex- 
treme, Big Mac fans in Swit- 
| zerland have to pay $3.87. 
| Given that Americans in 
four cities pay an average of 
$2.56, the rupiah and the 
ringgit look massively un- 
dervalued, the Swiss franc 
massively overvalued. 
The third column calcu- 
lates Big Mac PPPs. For exam- 
| ple, dividing the Japanese 
price by the American price 
gives a dollar PPP of ¥109. 
On April 6th, the exchange 


rate was Y135, implying that the yen is 19% 
undervalued against the dollar. Three 
years ago the index suggested that the yen 
was 100% overvalued against the dollar. 
Likewise, the p-mark is now only 5% over- 
valued, against 5096 in April 1995. 
Thanks to the dollar's rise—long pre- 
dicted by burgernomics—it is now closer 
to its PPP against other big currencies than 
for many years. Indeed, only five curren- 
cies in the table are now significantly 
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ter and new chief of the central bank, says 
he will pursue a very tight monetary policy 
to achieve his inflation goal of 12%. That, 
too, augurs a slowdown. 

The good news is that the oil shock has 
forced officials to accept uncomfortable 
truths about their banking system, which 
has been in crisis since the peso collapsed 





overvalued against the greenback, among 
them Britain's, Sweden's and Denmark's. 
All three countries have decided not to 
adopt Europe's single currency, the euro, 
next year. The pound is 19% overvalued 
against the dollar, which implies it is 1496 
overvalued against the D- 
mark. In contrast, the cur- 
rencies of the euro-block | 
countries are close to Mcpar- 
ity against the p-mark. 

The most dramatic 
changes in the index over | 
the past year are in East Asia, 
where devaluations have left 
currencies significantly un- 
dervalued. This competitive 
advantage, however, isbeing | 
eroded by inflation. In Indo- | 
nesia, the price of a Big Mac | 
has more than doubled over | 
the past year. East European 
currencies also look cheap, 
with the Hungarian forint | 
52% undervalued against 
the dollar. 

The Big Mac index is not 
a perfect measure of PPP. 
Price differences may be dis- 
torted by trade barriers on 
beef, sales taxes, local com- 
petition and changes in the 
cost of non-traded inputs 
such as rents. But despite its | 
flaws, the Big Mac index pro- 
duces PPP estimates close to 
those derived by more so- 
phisticated methods. A cur- 
rency can deviate from PPP | 
for long periods, but several 
studies have found that the 
Big Mac PPP is a useful pre- 
dictor of future move- 
ments—enabling the hungry 
investor to get rich by 
putting his money where his 
mouth is. 
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Still far to climb 


in December 1994. They announced pro- 
posals last week to remove barriers that 
have kept foreign banks from full participa- 
tion, which should speed a much-needed 
shake-out. They also promise to give the 
banking regulator greater autonomy, and 
reform the universal deposit-insurance 
scheme to cover only small depositors. 

The bank bail-out has proved to be far 
more costly than the government pre- 
dicted. The official price was raised last 
week to 550 billion pesos ($65 billion), but 
Jose Garcia Cantera of Salomon Smith Bar- 
ney, an American investment bank, fears 
even that might rise by half again. Last week 
the government announced that it will 
shut down its bank restructuring agency, 
Fobaproa. Led by one of Mexico’s top bank- 
ers, it failed miserably to sell the $60 billion 
in banking assets it holds. Martin Werner, 
the under-secretary of finance, says that the 
government might be able to salvage only 
30% of Fobaproa loans. Jonathan Heath, a 
private economic consultant, notes that 
poor documentation of loans, along with 
laws that make it virtually impossible to 
seize property, may make the recovery rate 
even lower. 

The oil shock has also exposed another 
long-standing vulnerability: Mexico’s de- 
pendence on fickle foreign capital. The 
petro-crisis has already prompted capital 
flight, contributing to a 12% decline in the 
bourse so far this year. More worrying, says 
Carlos Anderson of Lehman Brothers, an 
American investment bank, is the sky- 
rocketing level of private external debt. 

In the fourth quarter of 1997, Mexico 
was the top borrower in Latin America, 
gobbling up $5.7 billion in syndicated 
loans (of which $3.2 billion went to the pri- 
vate sector). Of the nearly $34 billion of ex- 
ternal debt maturing this year, some $18 
billion is reportedly held by firms. Stan- 
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dard & Poor's, a rating agency, reckons pri- 
vate-sector external debt reached 40% of ex- 
ports last year, similar to its level before the 
1994 crash. The firm gives a warning that 
“the sharp increase in private foreign bor- 
rowing ... exposes the balance of pay- 
ments and, in turn, the domestic economy, 
to potential shifts in market confidence 
and global liquidity conditions.” No won- 
der Mexico played a key role in the recent 
deal among top oil producers to cut pro- 
duction, which nudged prices upwards. No 
other quick fixes are at hand. 





Fund management 


Missing numbers 


T'S a tough business, running money: no 
matter how experienced, charismatic or 
thoughtful an investment manager may be, 
performance is judged strictly by the num- 
bers. The judge is often an investment con- 
sultancy, which helps company pension- 
plan trustees select the firms who will 
oversee their assets. The investment consul- 
tants earn their reward for scrutinising, 
down to the decimal point, how well vari- 
ous managers have done. Odd, then, that 
no one scrutinises the consultants. 
Investment consultants are the gate- 
keepers of the fund-management industry. 
On their recommendation, a pension fund 
will invite three or four investment advis- 
ers, out of a universe of thousands, to pitch 
for a piece of its business. The fund's trust- 
ees make the ultimate choice, but they are 
likely to choose from the consultants’ short- 
list. The consultants also advise trustees on 
strategic issues, such as making sure their 
fund’s overall approach is appropriate 
given the rate at which it will need to pay 
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retirement benefits in future years. 

How well they perform these tasks is a 
touchy question. Although a stock-picker 
who underperforms benchmark share- 
price indices will find himself out of a job, 
there are no benchmarks for investment 
consultants themselves. "The challenge is 
to quantify our value-added," says Larry 
Gibson, who heads the investment consul- 
tancy William M. Mercer. But not too pre- 
cisely, please. The consultancies tout the 
virtue of having long-term relations with 
their pension-plan clients; if they end up 
being held accountable for those clients' 
fortunes, they fear, they will suffer from the 
same short-term pressure that they them- 
selves put on money managers. 

Stamford Associates, a renegade Lon- 
don consultancy, argues that this is only 
proper. Nathan Gelber, the firm's manag- 
ing director, says that instead of offering cli- 
ents lists of money managers to choose 
from, Stamford prefers to make unequivo- 
cal recommendations to a pension plan's 
trustees. As part of the deal, it will agree 
with the fund how to measure the perfor- 
mance of the money managers it has 
tipped—and to be compensated according 
to how well the money managers perform 
against that benchmark. 

Stamford's competitors are not racing 
to copy this approach. That may be be- 
cause, strange as it sounds, their clients 
don't much care. Pension-plan trustees 
tend to regard consultancy fees not as an 
investment in improving their plan's re- 
turns but as a legal expense. If angry pen- 
sioners sue the trustees because the plan 
has performed poorly, the fact that outside 
experts helped set the general investment 
strategy and picked the people who carried 
it out may be the trustees' best defence. 
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Compelling reasons to save 


Many 


ple make little provision for their retirement years. How much 


should governments force them to put aside? 


EW governments are as bossy as Singa- 

pore's. It forces workers to save 40% of 
their salary in a state fund, much of which 
can be drawn only on retirement. But 
many governments are worried that their 
citizens are not putting enough aside for 
old age. So, in America, Britain, Hong 
Kong and elsewhere, they are considering 
compelling people to save more. 

Forcing people to save, whether in a 
state scheme such as Singapore's or in pri- 
vate funds like those in Chile and Mexico, 
seems an eminently good idea. In many 
countries state pension schemes, which 
are normally financed out of current tax 
revenues, are struggling as a proportion- 
ally smaller number of active workers 
must support an ever-growing number of 
pensioners (see chart) whose life expec- 
tancy is steadily increasing. This would be 
less of a problem if people made provi- 
sion for their own old age. But many peo- 
ple are too poor or too short-sighted to 
save enough, while others are confident 
that their government will look after 
them when they are old. Compulsory sav- 
ing is often touted as a way to correct 
this—and, as an added benefit, to boost 
economic growth, giving future pension- 
ers and workers a bigger pie to share. 

So there is a case that people should be 
made to save something for old age. But 
how much? A new paper* by Ben Jupp of 
Demos, a British think-tank, tries to shed 
light on that difficult question. Mr Jupp 
argues that people should indeed be 
forced to save—until they have accumu- 
lated enough so that they will have a re- 
tirement income equal to about 30% of 
the average male worker's earnings. That 
would prevent people who can afford to 
save ending up a burden on taxpayers in 
old age. But once they have amassed that 
minimum amount, Mr Jupp argues, indi- 
viduals should be free to decide for them- 
selves how much extra, if any, to save. 


Top up that pension 

Many retirement experts would argue 
that Mr Jupp's answer is inadequate. If 
people act in a short-sighted way—and 
there is evidence that they often do—a 
minimum requirement for saving would 
leave them, in retirement, with a lower 
standard of living than they desire. This is 
a rationale for forcing people to save 
much more than the bare minimum. Brit- 
ain's government, for example, is consid- 
ering whether to require people to save a 
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share of their incomes in addition to 
contributing to the basic state pension. 
Such mandates raise awkward ques- 
tions. How much people want to save de- 
pends on how much spending they are 
willing to forgo today in order to con- 
sume more tomorrow. The more govern- 
ment forces everyone to save, the less ad- 
ditional consumption a worker will be 
able to enjoy from each additional hour 


The burden of agei 
Over-65s per 100 didi ig 


of labour. Just as high marginal tax rates 
may dull work incentives, high saving re- 
quirements may make some people de- 
cide that working more just isn't worth it. 

Nor is it clear how much saving it is 
legitimate to require. Individuals have 
different preferences. Some may plan to 
travel the world after they retire, while 
others hope to potter in the garden. Hence 
people's ideal retirement income differs. 
The government cannot know what it is, 
and would not be able to devise a scheme 
tailored to individual needs and desires 
even if it did. 

Forced saving beyond a survival mini- 
mum would make those who would pre- 
fer to spend more now and less later 
worse off. In particular, low-income peo- 
ple would be forced to save even if their 
present level of consumption is meagre. 
Meanwhile, those who are already rich 
may be required to save far more than 
they will need in retirement. And manda- 
tory savings schemes deprive people of 
* "Reasonable Force: The Place of Compulsion in Secur- 
ing Adequate Pensions". Demos. February 1998. 


t "Retirement Income: Level, Risk and Substitution 
among Income Components". OECD. December 1997. 


the opportunity of saving by buying big- 
ger homes or investing in their business, 
rather than putting aside cash. 

Evidence on how much people would 
like to squirrel away is hard to come by. 
But several pointers suggest governments 
may be trying to force workers to save ex- 
cessively. In New Zealand, 92% voted 
against compulsory pensions in a ref- 
erendum last September. In Chile, where 
self-employed workers do not have to pay 
into a personal retirement account, very 
few choose to do so regularly. And a new 
paper! by Axel Borsch-Supan of the Uni- 
versity of Mannheim, in Germany, re- 
ports that many old people have more re- 
tirement income than they can spend, 
perhaps because they are ill. 

Mr Bórsch-Supan points out that one 
would expect people to save less, or in- 
deed nothing, once they have retired. 
That is what happens in America, where 
over-65s tend to spend all their income. 
But in Germany, Britain, Italy and Can- 
ada, savings rates rise after 65. Indeed, 
over-75s in those countries save a larger 
proportion of their incomes than at any 
other time in their lives. This suggests, ac- 
cording to Mr Borsch-Supan, that they 
would have been better off consuming 
more while they were working. 

These harmful side-effects might be 
tolerable if compulsory savings served to 
boost national saving, and if this led to 
higher investment and faster growth. The 
links, however, are far from evident. 

For one thing, if governments try to 
force people to save more than they want, 
the savers may try to offset this either by 
reducing non-mandatory saving or by 
borrowing to maintain their current con- 
sumption. In either event, national sav- 
ing may not rise much. Since 1993, when 
employers started having to pay 6% of 
workers' wages into occupational pen- 
sions, Australia's national saving rate has 
risen by only 1.3% of GDP. Moreover, 
higher saving is not a prerequisite for 
higher domestic investment; businesses 
can easily tap foreign capital. And higher 
investment doesn't always boost growth. 
America has grown steadily despite a 
measly saving rate, whereas Japan's boun- 
tiful saving has often been badly invested. 

For all these reasons, governments 
should be wary of forcing people to save 
too much. If state pension schemes are 
scaled back, some degree of compulsion 
may be needed to prevent people ending 
up à burden on taxpayers. But beyond 
that minimum, second-guessing individ- 
uals' saving decisions is hard to justify. 
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Rash worries 


How to assess scary stories about vaccines 


OR the past six weeks, a furious row has 

been going on in the pages of presti- 
gious medical journals. At the centre of the 
uproar is a paper that was published in the 
Lancet at the end of February. It claimed 
that the MMR vaccine, a combined jab 
against measles, mumps and rubella (Ger- 
man measles) which is given to hundreds 
of thousands of infants each year in Britain 
alone, might be triggering chronic bowel 
disease—and that that in turn might be 
causing autism. 

The paper, by Andrew Wakefield and 
his colleagues at the Royal Free Hospital 
and School of Medicine, in 
London, had an immediate 
effect. The Lancet was inun- 
dated with angry letters at- 
tacking the work, and other 
journals denounced the re- 
port. The British govern- 
ment convened a panel of 
experts to assess evidence of 
a link; it found none. Both 
the World Health Organisa- 
tion and America’s Centres 
for Disease Control issued 
statements denying evi- 
dence of a link. Yet the 
number of British parents 
accepting the triple vaccine 
for their children, which 
had already fallen by 1% when news of the 
paper was leaked in the autumn, appears to 
have tumbled still further. Even a 2% fall 
could be enough to push the level of vac- 
cination below the point where the popula- 
tion as a whole is sufficiently immune to 
stop measles from spreading. 


Forgotten dangers 


This is, to say the least, unfortunate. Al- 
though now rare in western countries, mea- 
sles in particular is still dangerous. It kills 
more than a million people a year in the 
world’s poorer nations. And even when it 
does not kill, it can bring severe complica- 
tions, from deafness to brain damage. 

To be sure, the safety of vaccines needs 
to be monitored and assessed continually. 
To be sure, allegations of the kind made by 
Dr Wakefield and his colleagues need to be 
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taken seriously. But serious claims with se- 
rious consequences need careful scrutiny— 
and based on the evidence now available, 
the notion that MMR causes bowel disease 
or autism, let alone both, is flimsy at best. 
Dr Wakefield and his colleagues pro- 
pose that MMR vaccination somehow trig- 
gers a previously unknown type of chronic 
bowel dysfunction. This new disease, they 
say, prevents the gut from absorbing vital 
nutrients. That in turn, they speculate, 
leads to neurological and behavioural 
problems. Yet their hypothesis has several 
serious flaws—and in places is even refuted 





by the researchers’ own data. 

The first problem is that the claims are 
based on 12 British children all suffering 
from autism and bowel problems, and who 
all received the MMR vaccine. Yet MMR vac- 
cination is acommon event. Around 91% of 
infants are vaccinated in Britain every year, 
and since MMR was introduced in Britain 
in 1988 roughly 6.5m children will have 
been inoculated with it. Moreover, as An- 
gus Nicoll, an epidemiologist at the Public 
Health Laboratory Service, in London, ob- 
serves, the average age of MMR vaccination 
is 18 months to two years. A typical age for 
the diagnosis of autism is, lo and behold, 18 
months to two years. So it is unsurprising— 
indeed, it is inevitable—that the symptoms 
of autism will often start to be noticed 
shortly after vaccination with MMR, simply 
by chance. 

It is not enough, therefore, to know that 
12—0r even 50 or 500—autistic children 
also received the MMR vaccination. The im- 
portant question in assessing claims like 
this is whether vaccination 
can be shown to increase 
the frequency of autism. 

In an ideal world, the 
way to test this would be to 
have a control group of chil- 
dren who did not receive 
the vaccine, and compare 
the rates of autism in both. 
That, however, is impracti- 
cal. For one thing, autism is 
rare: "classical" autism oc- 
curs at a rate of about five 
children in 10,000. Detect- 
ing any effect would re- 
quire that both the control 
group and the test group 
were enormous. More to 
the point, such a trial would be unethical. 
Given the efficacy of the vaccine and the 
dangers of the diseases it prevents, it would 
be criminal to withhold it from a large frac- 
tion of the population. 

But there is another way to ask the ques- 
tion: find out if the frequency of autism has 
increased since the introduction of MMR. 
According to Martin Bax at Imperial Col- 
lege, London, autism has indeed increased 
in Britain in recent years—but the increase 
pre-dates the introduction ofthe vaccine by 
about a decade. The most likely explana- 
tion for this is a change in the definition of 
the disease. In addition to classical autism, 
a number of “autistic-spectrum disorders" 
are now recognised, and the volume of 
cases has risen accordingly. 

Aside from the fact that the sample size 
is far too small to be useful, Dr Wakefield's 
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hypothesis has other problems. Although 
he and his colleagues propose that bowel 
disease causes autism, in four ofhis 12 cases 
the children's behavioural problems pre- 
ceded their bowel disease, an observation 
that clearly contradicts the hypothesis. In 
only one case was bowel disease known to 
precede the onset of behavioural symp- 
toms, while in another they appeared 
simultaneously. In the remaining six cases 
the order of onset was not known. This is 
hardly a compelling connection. 

So the paper provides no evidence that 
MMR causes autism, nor that bowel disease 
is linked to autism. (Studies of autism by 
other groups do not list bowel problems as 
necessarily being associated with it) But 
what about the notion—which has surfaced 
before—that MMR, or even exposure to 


Cellular pebble-dash 


IVING cells are the most complex and 
sophisticated chemical plants known 
to man. They are also the smallest, so it is 
very difficult to watch what is happening 
inside one. This is a nuisance. Knowing a 
cells  millisecond-by-millisecond re- 
sponse to such stimuli as hormones and 
drugs—and also precisely where within 
the cell that response was taking place— 
would be a boon to doctors and drug 
companies alike. 

Raoul Kopelman, a chemist at the Un- 
iversity of Michigan, and Heather 
Clark, one ofhis graduate students, 
reckon they have developed a way 
to find these things out. The new 
technology is known as Pebbles 
(Probes Encapsulated By BioListic 
Embedding). It works by tracking 
not the reactions themselves, but 
the molecular small-change they 
generate. It can monitor alter- 
ations in acidity and the con- 
centration of oxygen, and also in 
the levels of sodium, potassium, 
calcium, magnesium, chloride and 
nitrate ions (electrically charged at- 
oms, or groups of atoms, that often 
take part in biochemical reactions). 
Itcan also show, in exquisite detail, which 
of the many components that constitute 
the cellular chemical-works are involved 
in the reaction concerned. 

A Pebble, aptly enough, is actually a 
small plastic sphere, sensitive to a single 
chemical target. It can be as little as 20 bil- 
lionths of a metre across—about a thou- 
sandth the diameter of, for instance, a 
white blood cell. Using a tiny syringe, 
spheres of this size can be injected into 
such a cell in vast numbers, without do- 
ing terminal damage to it. The injected 
cell is then placed under a microscope, 
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measles, causes bowel disease? 

Here again, the data are conspicuous by 
their absence. Dr Wakefield and his col- 
leagues claim to have discovered a new 
bowel disease, characterised by a diffuse 
range of symptoms. However, the changes 
to the lining of the gut that they report are 
not unique—indeed, according to a text- 
book written by one of Dr Wakefield's co- 
authors, these changes are often present in 
normal people. Besides, since it is uncom- 
mon for children without bowel disorders 
to undergo extensive rectal examinations, 
the true incidence of the changes in those 
who are not sick is hard to know. 

Dramatic claims of the dangers of vac- 
cines pop up from time to time. In the 
19705, fears that whooping-cough vaccine 
might cause brain damage led to a decline 


the drug or hormone added, and the re- 
sult filmed using a high-speed camera. 
MsClark has devised two sorts of Peb- 
ble, which work in slightly different ways 
and are sensitive to different groups of 
substances. The first and better tested sort, 
designed to monitor oxygen, acidity, cal- 
cium or magnesium, is solid. It is manu- 
factured in a so-called microemulsion. A 
liquid precursor to the plastic which the 
Pebbles are made of is mixed with a sec- 
ond liquid into which it will not dissolve. 





It forms suspended droplets, rather as the 
oil in a salad dressing forms droplets in 
the vinegar. 

The precursor is then turned into 
solid plastic by heating the mixture (a pro- 
cess known as thermal polymerisation). 
But before this happens, the spheres are 
doped with one of four commercially 
available dyes. Each of these dyes reacts 
with one of the chemical targets in such a 
way that it (and therefore the Pebble in 
question) will fluoresce if light of a suit- 
able colour is subsequently shone at it. 

Unfortunately, not all the ions of in- 


in vaccine cover and an increase in out- 
breaks of the disease. This resulted in need- 
less epidemics in many countries, and hun- 
dreds of deaths worldwide. The fears, how- 
ever, turned out to be groundless. 
Currently, an American doctor called 
Bart Classen is claiming that the timing of 
vaccinations in general can predispose 
children to diabetes—a claim that is so far 
unsubstantiated. But although such claims 
are frightening, and the more so the more 
distant the memory of the disease, they 
should be subjected to the same rigorous 
scrutiny as any other apparent scientific 
discovery—especially by the reviewers and 
editors of influential journals. For the mo- 
ment, though, the evidence suggests that 


there is absolutely no cause for alarm. 





terest can be matched with dyes that re- 
spond in this way.So to look for the others 
Ms Clark has had to devise a second 
method, using a different plastic. Once 
again, the plastic is turned into a micro- 
emulsion, but this time the spheres are 
not subsequently solidified. Because the 
liquid plastic repels water, the droplets re- 
main intact when they are injected into a 
cell's aqueous interior. Unlike solid Peb- 
bles, the liquid ones are doped with two 
substances. One is a chemical that binds 
to the ion of interest, the other is the acid- 
sensitive fluorescent dye that is used in 
the solid Pebbles. 

Binding an ion inside a Pebble 
will, of itself, change the droplet's 
acidity. It does this by making hy- 
drogen ions (whose concentration 
in a substance determines its acid- 
ity) enter or leave the Pebble in or- 
der to restore the electrical balance 
that prevailed before the sequestra- 
tion ofthe ion in question. That, in 
turn, causes the acid-sensitive dye 
to become fluorescent. 

Whether Ms Clark’s Pebbles 
will be cast widely remains to be 
seen. But two of the University of 
Michigan's toxicologists, Martin 


been experimenting with them. 
They have watched the uptake of calcium 
and hydrogen ions into two sorts of can- 
cer cell—neuroblastomas and gliomas— 
and confirmed that it is, indeed, possible 
to see changes that are happening over 
the course of a few milliseconds. They 
have also observed, in white blood cells 
known as macrophages, the uptake of cal- 
cium ions in reponse to a chemical that is 
known to stimulate cell division. Since 
cancers are cells in which the process of 
division has run wild, understanding 
how that process is triggered is important. 
A promising start, then, for a small idea. 
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Global warming 


In flux 


eG ohne: SRA aS Ss a. | 
SCIENCE AND TECHNOLOGY 


A strange interaction between cosmic rays and clouds may help to explain 


long-term changes in climate 


FS a while now, some scientists have 
thought that global warming may be 
less humanity’s fault than the sun’s. Since 
1990 evidence has accumulated that the 
earth’s climate fluctuates on a cycle of 10-12 
years, in parallel with the rise and fall of the 
number of sunspots—transient dark 
patches on the face of the sun. This has led 
to suggestions that the current rise in the 
earth’s temperature owes more to a bigger, 
longer-term change in the sun’s output—an 
increase in the average number of sunspots 
measured over the course of a cycle—and 
less to the greenhouse gases released by 
burning fossil fuels. 

The trouble with this idea is that, al- 
though a spottier sun is indeed a brighter 
sun (the dark spots are accompanied by 
bright patches elsewhere on the surface) it is 
not brighter by enough to explain climate 
change directly. As we reported on Febru- 
ary 21st, several theories about stronger, in- 
direct links are being looked at, but they 
rely on assumptions that are hard to test. 

There is, however, a newer theory cir- 
culating—and it has two things in its fa- 
vour. First, the circumstantial evidence for 
it is mounting. Second, two physicists have 
just proposed a way to test its possible 
mechanisms. If this is verified, they hope to 
put a skeleton of explanation beneath the 
loose flesh of coincidence. 

The theory comes from the same insti- 
tution that found an earlier bit of evidence 
linking sunspots and climate. In 1991 Knud 
Lassen and Eigil Friis-Christensen of the 
Danish Meteorological Institute (DM1) in 
Copenhagen compared a century of air- 
temperature records with sunspot records. 
They found a loose match between tem- 
perature and the number of sunspots—but 
a much better one between temperature 
and the length of the sunspot cycle. When 
the cycle was shorter (and the sun, in gen- 
eral, spottier), the planet was warmer. In 
1995, using indirect measurements of the 
temperature going back four centuries, they 
found the same thing. 


Aray of enlightenment 

During a short cycle the solar wind (a 
breeze of electrically charged gas blowing 
off the sun’s surface) is stronger than nor- 
mal. And when the solar wind is stronger, it 
is better at shielding the earth from high- 
energy charged particles from outer space 
known as cosmic rays. So another re- 
searcher at DMI, Henrik Svensmark, rea- 
soned that if the solar cycle were linked to 
the earth’s temperature, cosmic rays could 
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be part of the chain. 

In 1996 he and Dr Friis-Christensen 
found a place for them. They compared the 
cosmic-ray flux with the proportion of the 
world’s skies obscured by cloud, a figure 
that has been available from satellite pho- 
tographs since 1979. Again, the two mea- 
sures kept closely in step with each other, 
with the cloud cover swinging from 65% 
when cosmic rays were weakest, to 68% 
when they peaked. 

Why more cosmic rays should mean 





more clouds is not clear, but there are at 
least two theories. One depends on the idea 
that the water vapour which forms clouds 
condenses initially around tiny particles 
known as aerosols (many of which are pro- 
duced by algae). These particles are at- 
tracted to electric charges. As cosmic rays 
batter their way through the atmosphere, 
they knock electrons off gas molecules, cre- 
ating electrically charged ions. The ions in 
turn transfer their charges to any water 
droplets that might be present, causing 
them to attact aerosols, which makes them 
more effective centres of condensation. 

A second, more complex, idea has been 
developed by Brian Tinsley of the Univer- 
sity of Texas at Dallas. His theory, known as 
“electrofreezing”, observes that the ions cre- 
ated by cosmic rays make the atmosphere 
more electrically conductive. This should 
increase the current which normally flows 
from the top to the bottom of the atmo- 
sphere, charging up any clouds that lie in 
between. That charge helps small ice crys- 
tals to form. It is these crystals, not aerosols, 
that act as condensation centres for further 


cloud formation. 

Regardless of which theory is correct 
(and both might be wrong), the effect of 
fewer cosmic rays would be fewer clouds 
and—since clouds tend to cool the earth by 
reflecting incoming solar radiation away 
from it—a warmer planet. 

This is certainly a tempting hypothesis. 
Although there were no machines for de- 
tecting them systematically before 1935, 
cosmic rays have left their footprints in the 
geological record by creating radioactive el- 
ements such as the carbon-14 used in car- 
bon-dating. This record shows that large, 
long-term peaks and dips in the cosmic-ray 
flux coincide with historical blips in the cli- 
mate, such as the "little ice age" of the 17th 
and 18th centuries, when the Thames in 
London often froze over, and the “medi- 
eval warm period" when Greenland be- 
came mild enough for the Vikings to 
colonise it, temporarily. 

Dr Svensmark has since been trying to 
strengthen the connection. His (as yet un- 
published) research confirms, he says, that 
the variations in cloud cover seen by satel- 
lites match those in cosmic-ray flux better 
than anything else, such as the sun's total 
brightness. He also finds that wobbles in 
the earth's temperature have followed 
those in the cosmic-ray flux for the past 60- 
odd years. 

All this is highly suggestive, but not con- 
clusive. However, Jasper Kirkby and Frank 
Close, two Britons working at the European 
particle-physics centre, CERN, in Geneva, 
have in mind an experiment to find out if 
either theory is correct. 

Their idea (not yet a formal proposal) 
has a certain poetry. The first particle physi- 
cists detected their subatomic subjects, in- 
cluding cosmic rays, using devices called 
cloud chambers. These are boxes contain- 
ing air that is super-saturated with water 
vapour. This vapour condenses into a trail 
of droplets as a charged particle zooms 
through it. Dr Close and Dr Kirkby want to 
build a modified cloud chamber. 

In this they would replicate the condi- 
tions at various levels in the atmosphere— 
the humidity, aerosol content and so on. By 
firing particle beams through it, they would 
then recreate the rain of cosmic rays and 
see whether clouds formed. That should let 
them test at least the first idea, and possibly 
the second one as well. If either is right, Drs 
Close and Kirkby hope to be able to tell just 
how big an effect cosmic rays should have 
on cloud formation. 

By including such data in their com- 
puter simulations, climate modellers may 
be able to tell whether solar inconstancy de- 
serves some of the blame heaped on green- 
house gases. Not that it would be much 
comfort. Getting America to cut its emis- 
sions may seem hard. Telling the sun to be- 
have could be even trickier. 
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Here’s an enormous brief- 
case that can double as your 
suitcase. It can carry letter- 
size manila file-folders and 
letter-size binders stacked 
vertically, side-by-side. It’s 
a ‘legal’ carry-on. 

You can pack your suit and 
shirts wrinkle-free in your 
22” Litigation Bag with 
Glaser Insider ^ dividers. 


FF” 
Litigation Bag. 


22x14 x8” 
Walnut or black leather $1050. 


Our Traveler’s Briefcases 
double as your laptop bag. 
Your laptop’s protected by 
our padded, Flexible Un- 


wreckable"" frame. 


Twelve of us work together 
to design and make Glaser 
Travel Goods in our San 
Francisco studio. We sell 
direct to you. Please call 
for our free catalog. 


World Energy Council 


CONSEIL MONDIAL DE L'ENERGIE 


Houston 1998 
September 13—18 


REGISTRATION MATERIALS ARE 
Now AVAILABLE! 


from our website at: www.wec98congress.org 


by e-mail: 


by telephone: 


hwec98 @aol.com 
1-888-324-HWEC (4932) 


(GLASER DESIGNS 


TRAVEL Goops MAKERS 
32 OTIS ST. SAN FRANCISCO, CA 94103 


(toll-free number within the USA) 
or from outside the USA: 202-331-0415 


by fax: 202-331-0418 or 
202-659-0578 


PHONE 415-552-3188 FAX 415-431-3999 
TOLL FREE 800-234-1075 ECON@GLASERDESIGNS.COM 


REPUBLIC OF LITHUANIA 
ENTERPRISES FOR PRIVATISATION 


Public Limited Company *ALIEJUS" 


Capital: $ 2 236 836 
Location. Vilnius 
Turnover: $6911 778 


Number of employees: 201 


Activities: production of cleaned oil and grease, 


production of margarine and other edible grease 


State share offered. 70.24% 


Tender documents are available for acquisition 
from 30/03/1998 to 30/04/1998 


Registration of documents of tender participants 
from 30/04/1998 to 01/06/1998 


For further information please contact. 


w LITHUANIAN STATE PRIVATISATION 
AGENCY 
UNDER THE GOVERNMENT OF THE 
REPUBLIC OF LITHUANIA 
Gedimino Ave. 38/2, 2600 VILNIUS 
tel.: (370-2) 62 46 71 
tel/fax: (370-2) 62 35 10 
http://www.nerisena.lU/komerc/turt 
http://www. privatisation. It 
e-mail: kpc(a'is.lt 


Population: 
Capital: 
GDP (1997): 
National currency: Litas (1 S equals 4 Litas) 


Key Facts on Lithuania 


3 708 800 
VILNIUS (579 000) 
$ 9 550 million 


PUBLIC TENDER CONDITIONS 


. The Lithuanian State Privatisation Agency (LSPA) intends to privatise the state-owned shares of the 


Public Limited Company “Aliejus” by public tender 


. To acquire à package of public tender documents, please apply to the LSPA in writing with an 


application form and Confidentiality agreement (please find model forms in our Internet site 
http://www.nerisena.It/komerc/turt), including the bank's document certifying that the amount of $ 500 
was transferred to the account in currency of Privatisation Agency (Bankers Trust Company of New 
York, 280 Park Avenue, New York, NY 10017, U.S.A. SWIFT code BKTRUS33 in favour of Bank of 
Lithuania, Vilnius SWIFT LIABLT2X, account No. 04-098-607, for further credit to account 1132500 
of Lithuanian State Privatisation Agency, Gedimino pr.38/2, Vilnius, Lithuania) or including a cheque 
to the same amount 


3. The bidder, participating at the public tender, is asked to submit an application to participate in the 


public tender and a draft of sale-purchase contract (model forms are included in the package of public 
tender documents). An initial contribution of no less than $ 25 000 has to be made. 


. The winning bidder shall be considered the bidder offering the highest sum of price and future investments 


and other offers of the same bidder shall comply with the terms set forth in the privatisation program 
(please find privatisation programme of Public Limited Company “Aliejus” on our Internet site mentioned 
above). 
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Travelling through lite 


first class 


Noël Coward, actor, playwright and wit, is back in fashion. Was he shallow 
like a puddle, as someone who knew him remarked? Or had he more depth? 


N THE final fortnight of the 19th century 
a baby called Noel Coward was born to à 
poverty-stricken piano salesman and his 
wife. This child grew up in the poor neigh- 
bourhood of Battersea, South London, 
nursing a passion for the theatre; by the age 
of ten he had abandoned school for the 
stage and by 27 he was the highest-paid 
writer in the world—and not because he 
was the John Grisham of his day, read to 
while away a long journey, but because he 
was a dazzling, original writer. All London 
was electrified by "The Vortex", his first suc- 
cess: a searing study of a society hostess 
with a toyboy lover and a drug-addicted 
son which created a sensation and 
prompted outraged letters to the Times. 
After "The Vortex" came more West End 
hits in quick succession: “Fallen Angels", 
*Hay Fever" and "Easy Virtue", and songs, 
and by 25 Coward was famous not just for 
his success, but for his charismatic person- 
ality, his languid sophistication, his sharp 
wit, his royal friends, and his taste for the 
fine things in life. At 26 he bought his first 
Rolls-Royce, and he carried around one of 
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the earliest prototypes of the home video 
camera. His interest in new technology and 
mass communication made him one of the 
first celebrities to exploit the full power of 
PR, and he shaped the Coward legend 
round the world. 

Such a phoenix-like rise begs for a fall, 
of course, and it came. Despite his outward 
glamour, this famous young man was, at 25, 
living in the attic of his mother’s London 
boarding house in Ebury Street and having 
his first nervous breakdown. Like Stephen 
Fry, an actor-writer who would be lauded 
for his intellect and wit in the 1990s, Cow- 
ard was disillusioned by fame. “A little ex- 
traordinary personality, a publicised 
name, a little entertainment value above 
the average, and there they were: snatching 
and grabbing, clamorous in their de- 
mands, draining your strength to add a lit- 
tle fuel to their social bonfires,” Coward 
wrote. “Then when the time came, you 
were tired, no longer quite so resilient, you 
were pushed back into the shadows, con- 
signed to the dust, and left to moulder in 
the box room like a once-smart hat that was 


no longer fashionable." 

Coward's story is told in a trilogy of 
Arena television documentaries to be 
shown in Britain on BBC2 over the holiday 
weekend of April 11th-13th. They are lov- 
ingly put together, but feature a ghastly trio 
of (male) biographers sitting around chat- 
ting in The Ivy, Coward's favourite London 
restaurant, over what looks like a rather 
good lunch, when the subject cries out for 
one scholarly narrator with an overarching 
view and a rapidity of mind to rival Cow- 
ard's own. The programmes are strangely 
ponderous, and strangely prone to long 
pans over empty theatres, given that they 
deal with such a dazzling subject. But they 
do slowly unravel Coward's life, even if 
what one really longs for is more ofthe man 
himself—more examples of his wit, more 
extracts from his writing. The most compel- 
ling moments are when Coward himself is 
seen in a 1969 television interview with the 
BBC after he has re-made his name in caba- 
ret. His poise reduces his long-haired inter- 
viewer to a Lilliputian. 

However, an impressive cast of friends 
features in the documentaries. Sir John 
Gielgud recalls Coward at a tea party: “I 
thought him rather bumptious and pushy." 
Jon Wynne-Tyson, whose actress mother, 
Esmé Wynne, was Coward's best friend, 
thought *he had the depth of a rather shal- 
low puddle. You couldn't talk to him for 
two minutes about anything without it 
ending in some triviality.” Nor are Cow- 
ard's less exalted moments glossed over. 
During the first world war he avoided call- 
up by faking a nervous breakdown. During 
the second, when he was determined to 
prove his integrity, he spent his time sing- 
ing his hit songs—"Mad Dogs and English- 
men", *Mad About the Boy"—to the troops. 
Coward was gay, but claimed that it was 
not “that I'm homosexual, it is just that I 
give them a helping hand from time to 
time." He also said he was determined “to 
travel through life first class" and that he be- 
lieved “whole-heartedly in pleasure". He 
once got a formal letter from T.E. Lawrence 
when he was an RAF corporal, and replied: 
“Dear 338171 (May I call you 338?)". 

He said other things, famously, too: 
“My life has been one long extravaganza.” 
And “I am England and England is me.” 
But ofcourse the truth is more complicated. 
He was an outsider—by class, by education, 
and by sexual preference—in the high soci- 
ety in which he moved, and felt obliged to 
live up to his own, rather hollow, myth. He 
was knighted, finally, in 1970, and died in 
Jamaica in 1973. 

“Success was the goal: Noel Coward in 
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MOREOVER 
electric lights,” he once wrote in a moment 
of clarity. “Now I found the electric lights 
so dazzling I couldn't see beyond them. My 
determination and ambition and almost 
hysterical intensity had been rewarded ge- 
nerously; perhaps too generously. There 
were the demands | had made miracu- 
lously granted, looking a bit smug. Most of 
my gift horses seemed to have bad teeth.” 
To the end, he was profoundly superficial. 





Jazz giants 


Mr Misterioso 


Monk. By Laurent de Wilde. Trans. by Jona- 
than Dickinson. Marlowe; 214 pages; $22.95. 


STRAIGHT, No CHaser. By Leslie Gourse. 
Schirmer Books; 340 pages; $27. BWA; £16.99 


CCORDING to a jazz joke of the late 
50s, two hipsters were at a nightclub 
absorbed in a quartet session led by the pia- 
nist-composer, Thelonious Monk. When 
Monk’s turn came for a solo, he sat 
motionless at the keyboard, staring 
into space as the rhythm section 
thundered away. One hipster pro- 
tested, “Hey man, he didn’t play 
anything,” to which the other re- 
plied in awed tones, “Yeah, but just 
imagine what he was thinking.” 

At best apocryphal, the story 
still conveys the aura surrounding 
the man known as “The High 
Priest of Bebop” and the cult he in- 
spired among his followers. These 
two new biographies of Monk 
agree that such behaviour, on the 
part of the pianist if not his audi- 
ence, was not at all far-fetched. 
Monk was indeed given to pro- 
longed silences on any occasion, 
social or musical, interspersed 
with utterances brilliant, gnomic, 
idiosyncratic. On the bandstand ` 
he could play a spellbinding solo ` ~ 
displaying what a critic called his 
“crab-like gait", a style gnarled, bluesy, 
richly dissonant—miles away from the daz- 
zling fluency of such bebop virtuosos as 
Bud Powell. But he could also break into a 
shuffling dance which might carry him 
right out of the club and on to the pave- 
ment. His eccentricity was compounded by 
his penchant for outlandish headgear of all 
sorts, which sat oddly atop the well-cut 
suits he habitually wore. 

His fellow jazz musicians admired him 
without knowing quite what to make of 
him. No one could deny the stature and 
originality of his compositions—angular 
pieces with oddly romantic melodies and 
titles to match—"Rhythm-a-Ning", "Ruby, 
my Dear", "Crepescule with Nellie". But 
many found his playing too hermetic. As a 
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younger keyboard man put it, "Monk 
writes some great tunes, but as a pianist, I'll 
see you later . . ." 

In his heyday, this heady mix of mysti- 
cism and controversy made Monk good 
copy for the jazz press, and his reclusive last 
years before his death in 1982 only added 
to the interest. A tempting if elusive subject 
for biography, he is approached in differ- 
ent ways by Laurent de Wilde and Leslie 
Gourse. Mr de Wilde is a young French jazz 
pianist and cultural historian who evi- 
dently adores his hero and depicts him 
with breathless impressionism not much 
troubled by research. Miss Gourse is more 
level-headed and informative, drawing on 
interviews with Monk's family and many 
associates. 

The pianist-composer was a root-and- 
branch New Yorker, who spent much of his 
life in what Miss Gourse calls the tiny “ur- 
ban shack" where he had grown up, with 
his two children and devoted common-law 
wife, Nellie. From his earliest days, he went 
his own musical way; as he put it “you fool 
around and listen". By 1940, still in his 
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early 20s, he had already written several of 
his enduring compositions, among them 
the evergreen “Round Midnight”. He was 
also a leader of the radical generation of 
players, including Dizzy Gillespie, who 
were fomenting the bebop revolution. 
Even in that non-conformist brotherhood 
Monk was unique, making harmonic con- 
tributions to the new music but never sub- 
scribing to its developing orthodoxies. 
Thus he did not share in the bebop vogue of 
the late 1940s, pursuing his own researches 
and earning very little, supported by the in- 
defatigable Nellie. 

It was only in the mid 1950s, through a 
contract with Riverside Records that he be- 
gan to gain the recognition he deserved 
with a series of LP masterpieces. By then, the 
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SIVERSIDE j e^ wng 
heres on 


acceptance of modern jazz had created the 
public taste required to appreciate Monk's 
particular tang. But even in success he was 
still Monk. When Riverside wanted to 
adorn an album with a pretentious cover, 
he protested that he got some of his best 
ideas for tunes just sitting in his son's 
wagon outside the family home. So the 
record appeared with Thelonious in 
shades brooding in Thelonious Jrs Red 
Flyer (see picture). 

Unfortunately, there was a spectre at the 
feast. Leslie Gourse believes that, at 40, 
Monk had become famous too late; a de- 
structive mind-set had been established in- 
corporating "bruising experiences, boiling 
creativity and drug dalliances". Although 
the point is disputed, Monk's relationship 
with chemical substances seems less a dalli- 
ance than an orgy. As a journalist inter- 
viewing him put it delicately, every day was 
"a brand new pharmaceutical experience". 
A sideman said he took “whatever showed 
up", which Monk's son declared amounted 
to "10m tons of drugs". 

This almost absent-minded gorging 
had serious mental consequences. 
Already, in the days of his River- 
side successes, Monk could be, in 
his wife's words, *mad as a hatter". 
This was not a noble withdrawal 
into the world of art, but a separa- 
tion from reality. Once, as the long- 
suffering Nellie drove him to a job, 
he asked, "Who are you?" 

Through the 1960s, Monks 
fame grew, while his creativity be- 
gan to stagnate. His best compo- 
sitions had been written. Though 
he still occasionally played very 
well, his withdrawals were becom- 
ing more frequent. His last appear- 
ance was in 1976 after which, ac- 
cording to Miss Gourse, "As far as 
anyone knew, Monk never touch- 
ed a piano again." He spent the rest 
of his life in the home of a wealthy 
protectress, mainly sleeping, wat- 
ching television, saying little. To a 
specialist, "he was clearly an im- 
paired, damaged person with a damaged 
central nervous system," but to Nellie he 
was still just Monk doing what he wanted 
to. Or, as a musician who revered him put 
it, "He came, expressed beauty, and left." 


Revie 





In The Economist 
Review next week: 


books ani nuina Israel at 50; Arab 
home-truths; the pros and cons of 


global capitalism; Japan's humbled 
bureaucrats; biographies of Teddy 
Roosevelt and Lyndon Johnson; the 
art of travel writing; Victorian crooks; 
Japanese multimedia; recent Chinese 
novels and much more 
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Contemporary jewellery 
A girl's and boy's 
best friend 


N THE earliest times, jewellery was cre- 

ated from seeds, shells, berries, feathers 
and pigments; later cultures fashioned 
jewellery from stone, metal and gems. 
Nowadays jewellery makers feel free to use 
all the above-mentioned materials but also 
man-made ones such as plastics, industrial 
waste products and, in the case of a con- 
temporary earring, dog biscuits suspended 
on nylon thread. 

The roots of the words "jewellery" and 
“joy” are close. Jewellery lovers know how it 
can transform their mood and lift their 
spirit; they speak of its lightness and 
weight, playfulness and gravity. In western 
society, such delight is more usually femi- 
nine, as jewels tend to be bought by men 
and worn by women. But this was not al- 
ways so, and is now changing. England's 
Henry VIII and France's Louis XIV were lit- 
erally weighed down by fine jewels. In 
other cultures, like that of the Wodaabe 
tribe of Nigeria even today, young men 
beautify themselves atan annual ceremony 
with exuberant displays of necklaces, pen- 
dants, rings and beads. 

Independent female purchases were 
rare even 20 years ago. Now professional 
women are more and more buying mod- 
ern jewellery for themselves, simply for 
their own pleasure and interest. Some men, 
straight and gay, are buying androgynous- 
looking silver jewellery (contemporary 
rings, bracelets and even brooches, which 
look good on a designer lapel) though they 
still avoid anything with stones in it. 

Jewellers are responding to these 
changes. A growing number of private gal- 
leries in London are devoted to jewellery as 
a progressive artform. By hosting shows of 
first-rate international jewellery since 1971, 
the Electrum Gallery has helped establish a 
new tradition. Clerkenwell in London, a 
jewellery centre 200 years ago, is becoming 
one again, but this time with an avant- 
garde bent. The influential Lesley Craze 
Gallery has two showrooms, one for pre- 
cious metals, the other for acrylics. Nearby 
is a new jewellery design shop, ec one, run 
by three talented youngsters, Ruraidh Mc- 
Intyre, Jos Skeates and Alison White. 

A spate of new shows and books reveals 
thevariety of 20th-century jewellery.Studio 
jewellery at its most exquisite is to be seen 
in the Art Nouveau works of René Lalique 
(1860-1945), whose touring jewel retrospec- 
tive is at the Smithsonian Institution in 
Washington pc from May 15th to August 
16th. Lalique was ahead of his time in his 
eclectic marriage of precious materials 
(rose-cut diamonds, enamelled gold and 
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silver) with more prosaic yet equally lumi- 
nescent coloured stones, opalescent glass 
and horn. 

A stylish book, “Messengers of Modern- 
ism: American Studio Jewellery 1940-1960" 
(Flammarion; $24.95), accompanies an ex- 
hibition at the Montreal Museum of Deco- 
rative Arts until May 10th. This show ex- 
plores works of American jewellery 
inspired as much by archaic Aztec and Inca 
jewellery as by surrealism's biomorphic 
forms. Each artefact here is a miniature, 
wearable sculpture. Pre-eminent is a sculp- 
tor, Alexander Calder, maker of stringently 
coiled wire pendants, brooches and 
neckpieces. In the comprehensive jewell- 
ery-history gallery at London’s Victoria and 
Albert Museum, his work is easy to mistake 
for nearby neolithic, Etruscan or bronze- 
age artefacts. 


Entrancing 

Aldous Huxley described the “vision-in- 
ducing” qualities of the materials used by 
“the goldsmith and jeweller”, the “natural 
magic of glinting metal and self-luminous 
stone”. Certainly, the best modern jewellers 
make works that are subtly glittering, not 
glitzy. Post-war Italian designers, such as 
Lucio Fontana, who was also a painter and 
sculptor, battered, hammered and gouged 
out sheets of thinnest gold to make lumi- 
nous and humorous works. In Germany 
since the late 1970s a master jeweller, Her- 
mann Jünger, has made boxed necklace 
sets whose geometric components—orbs of 
silver and granite, squares of haematite, 
sticks of silver gilt—are set out like parts in 
an abstract sculpture, encircled by gold 
wire, on to which the wearer can thread 
them at will. 


— 
MOREOVER 


In Japan, where there is no native tradi- 
tion of jewel making, some modern jewel- 
lers have resurrected techniques used to 
decorate Samurai swords. (Historically, the 
links between jewellers and armourers is 
close in many cultures.) The distilled and 
uncluttered purity of new Japanese 
jewellery is without equal. Its greatest expo- 
nent is Yasuki Hiramatsu, born into a fam- 
ily of metalsmiths, who, through an anneal- 
ing process, can twist a single length of gold 
or silver into a ring or necklace enchant- 
ingly resembling a minimalist bird’s-nest. 

An exhibition at Central St Martins Col- 
lege, London—"Made to Wear: Creativity 
in Contemporary Jewellery" (April 20th to 
May 22nd)-and an accompanying book of 
the same title (Lund Humphries/Lethaby 
Press; £25), in which contemporary British- 
based jewellers are allowed to speak for 
themselves, show a strong emphasis on 
practical skills and understanding of ma- 
terials. This frees the jeweller to innovate 
and experiment with confidence. Two of 
the most renowned practitioners shown 
here are Gerda Flockinger, an adventurous 
handler of high-carat gold, silver and pre- 
cious stones, and Wendy Ramshaw, whose 
swivelling jewelled rings displayed on 
lathe-turned, enamelled silver pillars are 
monumentally sculptural. The current dev- 
elopment of new alloys, notably one con- 
taining pure silver and some germanium, 
promises more flexible jewellery-making, 
and more resilient materials. Synthetic ma- 
terials like acrylic, polyester and Pvc are 
preferred by other practitioners. It is now 
possible, for example, to transform plastic 
mineral-water bottles into necklaces of 
shimmering shells. 





Not the last picture show 


Europeans are going to 
the movies again. After a 
slump in the 1980s, sales 
of cinema tickets have, 
according to Eurostat, 
the statistical office of 
the European Union, increased in al- 
most all West European countries, in- 
cluding the biggest markets of Britain, 
France, Germany, Italy and Spain. The 
Irish, perhaps because of their country’s 
youthful population, are Europe’s most 
avid filmgoers. Europeans still have a 
long way to go to catch up with Ameri- 
cans, who buy an average of 4.6 tickets a 
year. The boom in European film-going 
is matched by a boom in European film 
making. In 1996 the countries of the EU 
produced 669 full-length feature films— 
more than half as many again as the 
United States with 421. 
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| OnJuly 7th it came down with a 
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| disc". By the time the story got 
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Athelstan Spilhaus 


T WOULD be unfair to blame 
Athelstan Spilhaus for what 
came to be called the Roswell In- 
cident. All the same, he was the 
engineer in charge of an experi- 
ment that resulted in many oth- 
erwise sane people becoming 
convinced that aliens had ar- 

rived on earth. 
In 1947 the Americans were 


clear tests in the Soviet Union. 
One plan was to put aloft bal- 
loons equipped with the neces- 
sary detection equipment. The 
first experiments were failures. 
The balloons all blew away. Mr 


meteorology at New York Uni- 
versity, was brought in. As a 
weather man, so the reasoning 
went, surely he would know 
how to ensure that the balloons 
stayed quite steady in the 
stratosphere. 

On June 4th 1947 the Spil- 


bump, disintegrating on a ranch 
near Roswell in New Mexico. 
The rancher phoned the local 
might have come from *a flying 


into the newspapers the "disc" 


. had become a flying saucer. A 


| neighbour of the rancher later 


| 
I 


| 
| 
| 
| 


| 


said that in the debris there was 
"something like aluminium, 
something like satin, something like well-tanned leather in its 
toughness, yet was not precisely like any one of those materials". 
Could this have been a dead alien, or possibly several? Many 
people came to think so. 

An air force team removed every scrap of debris, assuring 
reporters that it was just an ordinary balloon, nothing to be 
bothered about; and compounding suspicions that the federal 
government was trying to cover up the fact that aliens had 
landed, fearing panic by the public. It was not until 1994 that it 
disclosed the background to the incident. Even now, the govern- 
ment version is widely disbelieved. The myth was much more 
interesting. Mr Spilhaus could say little: this was a secret of the 
cold war. But the fact that he was known to be associated with the 
incident only added to public speculation about it. Mr Spilhaus 
enjoyed playing the role of a slightly dotty scientist, a bit of a 
dreamer, or, as he called himself in later life, a “retired genius". 


Keeping warm in Minneapolis 

Athelstan Spilhaus had more success as a member of the team 
that in January 1958 launched Explorer 1, the first American sat- 
ellite. He was an optimist, a good person to have around when 
things looked bad, as they had four months earlier when the Rus- 





Athelstan Frederick Spilhaus, inventor of 
aliens, died on March 30th, aged 86 


Spilhaus had been called in 


puzzled, and indeed desperate, 
because German submarines 
were eluding its warships after 
apparently being detected by so- 
nar. He devised an instrument 
that made the sonar more accu- 
rate by allowing for temperature 
changes in the water. 

Mr Spilhaus, a naturalised 
American, was born in Cape 
Town and would sometimes re- 
mark that the only thing wrong 
with America was that it did not 
have the weather of South Africa. 
The oceans were the key, he said; 
an obvious fact nowadays with 
El Nino playing havoc with the 
world's weather, but not so obvi- 
ous in the 1930s and 1940s when 


ing studies into oceanography, 


tute of Technology and later at 
New York University and the 
University of Minnesota. 

After experiencing the bitter 
winters of the Midwest he sug- 


decent South African weather to 
Minneapolis was to enclose it 
with a kind of huge umbrella. 
He drew a plan, which the city 
considered seriously, but 
backed away from the serious 
cost. Artificial climates inside 
domes no longer seem far- 
fetched, but Mr Spilhaus was 
not offended that his idea was not taken up. “I do love to play 


when the American navy was | 


Mr Spilhaus was doing pioneer- | 


first at the Massachusetts Insti- | 


| 


| 


—— 





gested that the only way to bring | 


with ideas,” he said. The important thing was that they should be | 


elegant, even ifat the time they did not seem practical. He loved 
toys. With a toy, he said, you could easily demonstrate a princi- 
ple. In a sense, every prototype was a toy. 

He was especially fond of old toys and had a collection of 
several thousand. In "Mechanical Toys", a book written with his 
wife Kathleen, he was enthusiastic about a German toy which 
produced nine different animal sounds. It had never been bet- 
tered, he wrote. He marvelled at the system of bellows, pipes and 
stops. "The variety and accuracy of older specimens" was proba- 
bly *a lost art", and rivalled modern electronic synthesizers. Mr 
Spilhaus did his best, though, to sustain the art. He designed 
many toys for his children and grandchildren. Some of the de- 
signs have been marketed and are the correct toys to be seen in 
the best nurseries. 

American presidents warmed to him. Eisenhower put him 
on UNESCO. Kennedy got him to oversee the American stand at 
the Seattle World's Fair in 1962. Johnson made him a scientific 
adviser. All picked his brains. He in turn helped to persuade the 
government to remedy what he called America's “pitiful rank- 
ing in ocean fishing". Nothing is impossible, Athelstan Spilhaus 


sians had sent up their Sputnik. In the second world war Mr would say. Barring aliens, of course. 
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3] Advanced 


C M ana y ement 


Programme 


Presents a global overview of the business enterprise and its strategic challenges, Oxford's 
four-week AMP provides a unique opportunity to stand back and pursue your own learning 
agenda, assisted by a top class team of individual tutors and in the company of some of the 
most international and high calibre senior executives. 


BUSINESS AT OXFORD 


21 June - 19 July; 27 September - 25 October 1998 


Return to Maureen Campbell, Templeton College, Oxford, OX1 5NY, UK 





Please send details of: 
| The Oxford Advanced Management Programme 
| The Oxford MBA 








Name: __ Address: 











Templeton 
i im Tel: 





Fax: mee) i RE L 









Tel: +44 (0)1865 422771; Fax: +44 (0)1865 422501 
Email: amp templeton.oxford.ac.uk; Internet: http://www.templeton.ox.ac.uk 
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PART-TIME 


MASTERS IN FINANCE 


Evening Investment: 
Lifelong Returns 






London Business School’s Masters in Finance 


is a specialist programme designed for people pur- 






suing a successful career in Finance. It can be com- 






pleted in nine months of full-time study or in two 






years of part-time (mainly evening) attendance at 
the School. 







The Masters in Finance is rigorous, practical 






and career-oriented, and is taught by the School’s 






internationally-renowned finance faculty. It pro- 






vides participants with an in-depth knowledge of 






finance and enhances their managerial effective- 






ness in this field. To find out more, come to one of 






our information sessions below: 






London Business School, Sussex Place, London NW1 






Tuesday 21 April at 6.15pm 
Monday 18 May at 6.15pm 
Tuesday 30 June at 6.15pm 
Thursday 23 July at 6.15pm 
Thursday 20 August at 6.15pm 









Information about our MBA and Sloan Masters in 






Management will also be available at all sessions. 







For further information contact: The Finance Programmes information Office, 
London Business School, Sussex Place, Regent's Park, London NW1 45A, UK. 
Telephone: «44 (0)171 706 6840 Fax: «44 (0)171 723 1788 

e-mail: mifinfoGlbs.ac.uk Web site: www.ibs.ac.uk 
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Please send me information on the Masters in Finance: full-time __ part-time 






Mr/Ms First Name 












Family name 












Job title 









Company .— 





Address 









Postcode . 












Country .— 






Telephone 









Fax 








e-mail 






London Business School exists to advance learning and research in business and management. 
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| * Formulate and 


| you will maximize 


UCLA ADVANCED 


EXECUTIVE PROGRAM 
| AUGUST 17 - 28, 1998. 

* * Build globally effective 
organizations and 
address leadership 
challenges creatively 





pe 


Nes 

* Utilize worldwide 
service and 
manufacturing 
resources efficiently 


In UCLA's ADVANCED 
EXECUTIVE PROGRAM, 


your ability to 
e Establish and manage 


effective strategic 


implement global sia og 
€ c 2. 


strategies to maximize 
sustainable competitive 
advantage 


For more information: 
Call (310) 825-2001 


* Use information Fax (310) 206-7539 


technology as a 
strategic weapon 





E-mail execed@ 
anderson. 
ucla.edu 


IHE ANDERSON ScHOOL AT UCLA In 











INFRASTRUCTURE IN A 
MARKET ECONOMY 


July 12 - 24, 1998 


In cooperation with the 






Inter-American Development Bank 







Infrastructure in a Market Economy is 
designed for officials in the public or private 
sector who are responsible for developing 
and implementing initiatives for the private 
provision of infrastructure. The program 
aims to develop a better understanding of 
whether to privatize; when privatized firms 
need to be regulated; the various methods 
for doing so, such as concession contracts or 
price cap regulation; and vehicles for 


financing infrastructure 


Deadline for applications 
June 1, 1998 


For brochure and application, 
please contact: 

Kathy Eckroad, Director 

e-mail: kathy_eckroad@harvard.edu 
Phone: 617-495-1101, ext. 52 


Fax: 617-496-4474 
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Institute of 
Social Studies 


The Hague, The Netherlands 


The Institute of Social Studies (ISS) is an international graduate 
school of policy-oriented, social science teaching, interdisciplinary 
research and advisory work in the field of development studies, 
Founded in 1952, the Institute is one of Europe’s leading centres 
of higher education and research in this field. 

Over 8000 students from more than 160 countries have 
participated in the Institute programmes. 





The Institute offers a Master of Arts in Development Studies 
with Majors in the following areas: Agricultural and Rural 
Development, Economics of Development, Employment and 
Labour Studies, Local and Regional Development, Politics of 
Alternative Development Strategies, Population and 
Development, Public Policy and Administration, and Women 
and Development. The MA is stfuctiired in majors and minors, 
offering flexibility to accomodate a variety ofinterests and 
backgrounds. The MA programme has a duration of 15,5 months, 
starting in September. The ISS requires a strong BA/BSc in à 
relevant field and a TOEFL at 550 or a IBLTS at 6. 

The ISS offers also a PhD in Development Studies and 
Post-Graduate Diploma Programmes. 


For further information and application forms contact: 

The Student Office, Institute of Social Studies, P.O. Box 29776, 
2502 LT The Hague, The Netherlands. 

Iel-«3170 4260 512/517 

Fax: +31 70 4260 799 

E-mail: student.office@iss.nl 

Visit the ISS home page at http://www.iss.nl 














MASTER OF SCIENCE 


IN ECONOMICS 
Email. Helene. Kallayhec.und ch 
MSE 


MASTER OF SCIENCE 
IN INTERNATIONAL 


MANAGEMENT 
Email: Isabelle Savarishec.unil.ch 


MIM — " Our Graduate 





IN BANKING AND 
FINANCE 
Email Hoguette Kappeleréfhec.unil.ch 
MBE LAUSANNE 
ECOLE DES HEC 
UNIVERSITE DE LAUSANNE 
MASTER OF SCIENCE OU m TA Switzerland 
441 21) 692 33 00 
IN BUSINESS P fax (441 21) 692 53 05 
- INFORMATION SYSTEMS wwwhttp://www.hec.unikch 
Email secretarii infongeó hec unil ch 
MB 
MASTER IN BUSINESS Do not hesitate 
to contact us 
ADMINISTRATION for more information 
Email: Nicole Fancinade hec unil ch 
MBA 
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The LSE Summer Schools 1998 
international Studies, Management & 


European institute Summer Schools 





Session Two Courses 
20 July - 7 August ‘98 


Courses include: 

The New Europe in the World m The Political Economy of 
Economy Development 

The Politics of Global Finance  && The Political Environment for 


Nationalism in the Era of Global Business 
Globalisation @ Market Research 


The New World Trade Order w International Business Strategy 
Marketing m The Design and Management 
Managerial Accounting and of Organisations 
Financial Control m Corporate Finance 
Financial Markets w Options, Futures and Other 
Negotiation and Bargaining Financial Derivatives 

8 The European Union and The 

New World Order 


Applicants can choose only ONE course from each session 


Session One Courses 
29 June - 17 July '98 


Courses include: 


CONTACT: tel; + 44 (0) 171-955 7227/6761 
oe and Beate Education Unit fax: + 44 (0) 171-955 7675 
on School of Economics 
email: epeQise.ac.uk 


Houghton Street 
London WC2A 2AE httpz//www.Ise.ac.uk/epe/ 





THE ASSOCIATE INSTITUTE Of 
FHE UNIVERSITY OF BRADFORD, UK 


A NIMBAS-Bradford — * 
MBA degree is a powerful 
boost for your business career 


NIMBAS, as the Associate Institute of the University of Bradford, 
UK, enables University graduates to earn the prestigious University 
of Bradford MBA degree in the Netherlands or in Germany 


ONE-YEAR FULL-TIME MBA 


In Utrecht, the Netherlands and Aachen, Germany 


TWO-YEAR PART-TIME MBA 


NIMBAS also offers this part-time MBA programme in 
cooperation with the Bundesstadt Bonn, in Bonn, and in 
cooperation with the Fachhochschule Mainz, in Mainz, Germany 

P ) 


TWO-YEAR EXECUTIVE MBA 


Seven intensive study sessions in the Netherlands, the UK, Germany and France 





NIMBAS is AMBA (London) accredited 


NIMBAS 


GRADUATE SCHOOL OF MANAGEMENT 


NIMBAS. Nieuweegracht 6. 3512 LP Ltrecht The Ni 
leli DANOI " I f(0)30 of) TE /) fea 
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BACHELORS-MastTers-PH.D. 


Credit for work experience - No classroom 
attendance * Accelerated degree programs 
Send Resume for no cost evaluation 


W ashington Universit, 


PO. Box 1138 * Bryn Mawr, PA 19010 
Fax: 610-527-1008 * E-mail: washuniv@oo.net 





Complete Your Degree Now! 
BS, MA, MBA, Ph.D. 


Send resume for no-cost evaluation or fax 





iC F SPANISH 
FRENC H DIAL@GU IAL®@GU (Barcelona) 
55, Fontaine du Tonnelet, || 32-87/773976 http://www.sogid be/dialogue 
B-4900 SPA (ARDENNES) A ax: 32-87 773592 E-mail: dialogue(@arcadis.be 


TOTALLY PERSONALIZED TRAINING 


Also courses for teenagers and young adults during school vacations 
North American Inquires: Elliot Essman/Autonomy Publishing Corp 
lel: (800) 474-7416 Fax (914) 834-8938 http://www.autonomy.com/dialogue.htm 













Albuquerque, New Mexico 87110U.S A 


af LASALLE Distance Education 


MONTICELLO 


Prestigious Distance Learning Programs in: 


Programs In: 


THEM oou 


Unlock Tomorrow's Potential Today a 


1-504-626-8904 Business 


Fax 1-504-624-2962 Glucan 
http://www.distance.edu . 


620 Lotus Drive North * Dept. 136 Engineering & 
Mandeville, LA 70471 Computer Science 


LASALLE EDUCATION CORPORATION 


Law e Business e Education e Diplomacy 
Int'l. Studies e Arts & Sciences 


(913) 661-9977 e (913) 661-9414 Fax 
emallc@msn.com e www.monticello.edu 












HIID TRAINING WORKSHOP 


PRIVATIZATION, REGULATORY REFORM 
& CORPORATE GOVERNANCE 

June 29 - July 18, 1998, Cambridge, Massachusetts, USA 
*Privatization of Natural Monopolies 
*Regulation: Structure and Methods 
*Deregulation and Competition Policy 
*Mass Privatization in Transition Economies 
*Recent Privatizations in Developing/ed Countries 
*Post Privatization Corporate Governance 
*Sector Case Studies 






MASTER Ze 
GLOBAL ECONOMY 


MS in INTERNATIONAL ECONOMICS Gain the quantitative 
and analytical skills essential for an exciting career in interna- 
tional business or government. This full- or part-time evening 
program covers everything from advanced forecasting tech- 
niques to exchange rate risk management and more. For more 
information, e-mail grad.admission@admin.suffolk.edu or 
fax to 617-523-0116. Suffolk University, 8 Ashburton Place, 
Beacon Hill, Boston, MA 02108 Call us at 617-573-8302 


Suffolk University 























Fax: (617) 495-1239 
Vea / Tel: (617) 495-3482 
! Email: pep@hiid.harvard.edu 


Harvard Institute for International Development 
One Eliot Street, Cambridge, MA 02138, USA, Attn: Mike Hricz 


WWW.HIID.HARVARD.EDU/TRAINING 
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A a aan a 0 ve; AW Avenue du Chateau, 280 
ADULTS from | years Study B-4900 SPA (BELGIUM) 
* RETIRED PEOPLE OF 55 AND ABOVE up to 45 private and/or group lessons Tel. : +32- 87-79 11 22 
(Special conditions available) Fax : + 32- 87-79 1] 88 
e JUNIORS from 11 to [8 years E-Mail : 
- FRENCH in BELGIUM 


in USA: Languagency ceran(? mailinterpac.be 
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LEM: 
Aliseda 


E0115, 28009 Madrid (Spain) 
memes) 1176 | Fax: «34 1 401 0673 
E-mail: aliseda @ correo.com 





| Taking the GMAT 
| or GRE? 


We CAN help! 


Details from GTAC Associates 
FREEPOST, London W5 4BR 
Tel: 0181-993 3983 












http://www.chester.es/aliseda 
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- THE EXCLUSIVE 
SCHOOL FOR FRENCH 





Le Centre Bourguignon 


* Full immersion 

* For company personnel 
* Tailored, one-to-one 

* Private room, full board S ee 
Tet +33-3-85-458700 — rx «33-3-85-458701 


INTERNET LanguesCulturesl @ Compuserve.com 






[;léseau 


[Banques 
[Ħultures 






UNIVERSITY of STIRLING 


wn Investment 
ANALYSIS 


This is a 1-year full-time programme for those wishing to pursue a career in the securities 
industry. The course syllabus has been approved by the UK professional body, The Institute 
of Investment Management and Research (IMR), and full exemption from its Associate 
examinations may be obtained, leaving just one exam to take (the IMC). 


The university, located in central Scotland, has one of the most beautiful campus 
environments in Europe with very good facilities for sport and recreation. The historic town 
of Stirling has excellent rail and motorway connections and is a short journey from 
Edinburgh and Glasgow, both with international airports. 


Please write to Postgraduate Course Director (Ref EA), 
Department of Accountancy and Finance 
University of Stirling FK9 4LA, Scotland 
or contact Lesley Mcintosh on 
Telephone (+44) 1786 467282 Fax (+44) 1786 467308 
E-mail: L.s.d.mcintosh@stirling ac uk 
or access the Department's Home page on the World Wide Web: 
http//www.stir.ac.uk/accountancy/ 


Promoting excellence in Teaching and Research 





Amsterdam School 


International 
Relations 


See our website: ww w.asir.nl 


j One-year postgraduate programs in: 








International and European Relations 


in cooperation with the Amsterdam Law School: 
Master of Laws in EU Business Law 

Master of Laws in International Trade Law 
Summer Courses on EU Law 


phone: +31 20 5252966 e-mail: asir&pscw.uva.nl 
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BECOME A SUCCESSFUL 
CONSULTANT IN 
YOUR OWN FIELD 





Write for free details to: 





The American "CÉSAR RITZ* COLLEGES offer study — 
and paid work experience on thee 
Consultants League, continents in 2-year Hotel 
Dept. E2, Management Diploma Programs — 






30466 Prince William Street, 
Princes Anne, Maryland, USA 
or FAX (410) 651-4885 


ICHA: INTERNATIONAL COLLEGE 
BRIG 


2-year Swiss Higher Diploma in Hotel 
Managemen: fohowed by NOS 
1-year accelerated Bachelor of Arts 
Degree Program in Hotel & Restaurant 
Adminstration (Washington State 
University at ICHA, Brig) 

Previous experience will be credited 
All programs are taught in English. 


= 







***DOCTORAL AND 
MASTER'S DEGREES” ++ 


Accredited, | to 2 years; 
| month Residency. 
Business, Education, Gov't., Psych. 
International Relations, Religion, 
Social Work, Health Services 


Write: BERNE UNIVERSITY, International 
Graduate School, PO Box 1080, 













Wolfeboro Falls, NH 03896. Fax (+41) 24 482 8899 — ee 
s ; : hoco.admissionséritz vsnet.ch 
TEL: (603) 569-8648 FAX: (603) 569-4052 | EF Fue nese es 






E-MAIL: berne@berne.edu sisstin - "- 








UNIVERSITY DEGREE 


For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Eam your BACHELOR'S, MASTER'S or DOCTORATE degree by 
utilizing your lite and work experience. College equivalent credits are 


Match your 
f : : training, industrial 
ition with a Sven or your: Job, military, company g. 


legal degree | We accept college credits no matter when taken. 
and Our graduates are recognized for their achievements in business and 
transcripts industry. We will assist in completing your degree requirements 
at your own pace through home study. 


Send/fax detailed resume for a NO COST evaluation. 


Pacific Western University 
1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 
1-(808) 597-1909 
CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 
Fax: (310) 471-6456 E-Mail: admissions pwu.com 


http-//www.pwu-hi.edu 















"As you know 
experience is 
still the best 

teacher... But 
degrees open 
doors." 










Part time, Full time, 
Open Access, 
Distance learning 


LLM 
MSe in following specialisms: 


In Management, for recent graduates 
In Human Resource Management 

In Financial Services 

In Marketing 

In Direct Marketing 

In Facilities Management 

In Operations & Logistics Management 


Sems, UNIVERSITY OF SURREY 
Guildford, Surrey GU2 5XH 


Tel: 01483 259347 
Fax: 01483 259511 


E-Mail: sems @surrey.ac.uk 
www.sems.surrey.ac.uk 


by research 
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DIRECTOR OF DEVELOPMENT 
based in Paris 

Médecins Sans Frontiéres (MSF) is the world's largest independent 
medical relief organisation, providing both emergency aid and 
longer-term assistance in 80 countries worldwide. The French 
Section of MSF is now looking for a Director of Development to 


lead its communications and fundraising programmes as one new 
department. 


This is a strategic position, responsible for over FF210m of private annual 
income (or 60% of the charity's income), and a 20-strong team. Combined 
activities include direct marketing, corporate fundraising, press relations 
and internal communications. As a member of the management team, you 


will be responsible for formulating a joint strategy to help reinforce the 
organisation's financial and political independence, and the coherence of its 
communications. You will also play a leading coordinating role with fellow 
MSF sections worldwide, including the USA, Australia and Japan. 


With at least 10 years' experience in the media and/or marketing, you will 
have demonstrable team-leading and budget management skills as well as 
outstanding creative flair and a sound understanding of French and 
international media. 


MSF is an activist organisation combining medical assistance and 
campaigning. You will be truly committed to humanitarian values, and 
understand the operational challenges faced by aid organisations in 
complex emergencies. You will be bilingual French-English. 


Salary per annum: FF 295,000. MSF is a voluntary organisation committed 
to keeping administration and salary costs to a minimum. 
Applicants should send a full CV and a letter of application to: 

Director of Development Recruitment, 


Médecins Sans Frontiéres (UK) 
124-132 Clerkenwell Road, London ECIR 5DL. 


Closing date for applications: 24th April, 1998. Interviews will take place in 
Paris from early to mid-May. 





Brown & Root (UK) Ltd is seeking 


ENGINEER and CONSTRUCTION 
MANAGERS, and TECHNICAL EXPERTS 


(Civil, Mechanical, Electrical, Water, Construction and Economic 
Development) 

for the technical management of infrastructure and 
development projects. 

(long term and short term assignments with competitive packages 
being offered) 


The task is to provide technical management as part of technical teams of 
experts overseeing a wide range of projects in support of European 
Commission Development Programmes in Eastern Europe and the Balkans. 
The projects to include: water and sanitation, energy, transport, housing, 
SME development, communications and education and health. 


Qualifications and Experience 

Knowledge and experience of working with the EU, EBRD, DfID, World Bank 
or other major aid donors, and experience of the region would be an 
advantage. The Engineers and Construction Managers should be qualified 
to European Engineer status or equivalent. 


Brown & Root 

Brown & Root is a world leader in project management, engineering, 

construction, logistic support operations and services. In recent years it has 

expanded its operations to cover Europe, Africa and the former Soviet 

.| Union. Few can rival the diversity of the skills, extent of resources and the 
capability to tackle complex projects. 


Applications: 

Please send a detailed resume to: 
Mr C G A Nash, Brown & Root 
Operational Support Services 

Hill Park Court (HPC 1) 
Springfield Drive 

Leatherhead 





KT22 7NL 
Fax (*)181 544 4073 
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DO YOU FEEL LIKE YOUR CORPORATE 
LADDER HAS RUN OUT OF RUNGS? 


Do you feel the need for new challenges and opportunities? If you're 
a global senior executive, over 40 years old and accustomed to a 
*100K annual salary, we can be the answer to your next jump on the 
ladder of success. At Resume Broadcast International, our dedicated 
team assists you in your professional search from start to finish - as 
a matter of fact we're here for you 24 hours a day, 365 days a year. 
Opportunity is only a phone call away at Tel: (909) 866-4213, Fax: 
(909) 866-4244 or E-mail: 102224.3306@compuserve.com 














Resume Broadcast International 

PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Tel: +1 (909) 866 4213, Fax: *1 (909) 866 4244 

Email: 102224 3306 @compuserve.com 


Resume e 
Broadcast C 
Intennationggl 





Economist assigned as International Business Analyst to plan, design and 
execute research to provide economic and marketing data in support of 
international production, distribution and marketing of beverages. Research, 
design and collection, review and analysis of data utilizing Quantitative Data 
Analysis techniques (including Conjoint Analysis, Factor Analysis, Multiple 
Regression Analysis and X-11 Time Series); Market Research techniques and 
principles (including Focus Group Design and Analysis, Questionnaire Design 
Principles, Data Synthesis and Reporting of Data, and Analysis of 
Merchandising Effectiveness); Macro Economic Application Principles 
(including Price Elasticity Modeling and Demand Cause/Effect Analysis); 
Currency Hedging principles (including Hedge Ratio Modeling, Derivative 
Instrument Analysis and Foreign Currency Exchange Rate Projection); and 
Strategic Marketing (including Market Plan Preparation and Perceptual 
Mapping/Product Positioning, and organization of data and preparation of 
reports of research findings for management. Position is based in St. Louis, 
Missouri and requires significant international travel. Requires Masters or 
equivalent level degree in Economics, Statistics or M.B.A. with focus in 
Econometrics. 


Successful applicant must be able to perform job duties on date of 
application and must be eligible for permanent employment in the U.S. 
Salary $59,000 - $88,000 per year depending upon qualifications plus 
benefits and eligibility for bonus based upon performance (40 hrs/wk with 
overtime as needed without compensation). 


Send resume to: P.O. Box 167, The Economist, 111 West 57th Street, New 
York, NY10019. 
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FaN Seton Hall University 
b=] Dean 





School of Diplomacy and 
International Relations 


Seton Hall University is seeking a dean for its new School of 
Diplomacy and International Relations. The School offers 
undergraduate and graduate degree programs and profes- 
sional training seminars focusing on the education of an inter- 
national student body for diplomacy and management. The 
dean must have a doctoral degree in a relevant area. The 
dean will participate extensively in securing the ongoing 
resources to support the School's mission and operations. 
Strong interpersonal skills, excellence in public speaking, 
fundraising and media relations, and a significant internation- 
al reputation are essential. Experience in academic manage- 
ment, faculty and curriculum development, and the use of 
information technology in worldwide education are strongly 
desired. The dean will be the principal spokesperson for the 
international and intercultural mission of the School in con- 
junction with Seton Hall University's Catholic mission. For 
immediate consideration, send cover letter, resume, and three 
letters of recommendation to: 
Human Resources/DSDI 
Seton Hall University 
400 South Orange Avenue 
South Orange, New Jersey 07079 

Seton Hall University offers a smoke-free work environment 

Equal Opportunity/Affirmative Action Employer 
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. CANADA IMMIGRATION W% 


Let our exclusive group of former Visa Officers, with over 35 years 
experience, provide expert assistance and guidance to your 
immigration process. Applications professionally and confidentially 
prepared. Our money-back guarantee is your assurance of success. 


Best Government owned and administered Investor Funds available. 
Specialists for skilled workers, businessmen and investors. 


OIC CONFRATERNITY CANADA LTD, 
1410-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 
TEL: (604) 669 0389 FAX: (604) 669 3905 
INTERNET:- www.our-website.com E-MAIL-passport/ infoserve.net 


APPOINTMENTS 
EXECUTIVES, JOB HUNTING IN ASIA? 


Contemplating a career search into, within or out of Asia? We can help 
you find a more rewarding position now! Take your first step towards a 


brand new future by contacting us for free info. 


India Environmental Infrastructure Consultants 
International urban development firm seeks senior professionals for upcoming 
assignments in promotion and financing environmental infrastructure in India. 
Positions require technical expertise in one or more of the following areas: |) municipal 
bonds; 2) financial intermediaries; 3) public/private partnerships; 4) municipal 
administrative/financial management; 5) project financial, economic and engineering 
feasibility; 6) community-based infrastructure; 7) infrastructure finance policy at 
national and state levels. Ideal candidates will be Indian nationals or international 
consultants with a minimum of 10 years experience, including three years of current, 
relevant experience in India in at least one of the above areas. Please fax cover letter 
and CV to: 1-202-944-2350; - 2355, attn: BDU/IND. 





Career Tel. (662) 2674685 Fax. 2674688 

Email: cpasia@bkk.loxinfo.co.th 
Path  35/F Room A, 1249/212 Charoen Krung Rd., 
Asia Bangkok 10500 Thailand. 


E-I-U 


The Economist 
Intelligence Unit 






























The Economist Intelligence Unit is a member of The Economist Group. A | 
unique service company, the EIU provides information and advice on critical 
issues affecting business worldwide. 


EDITOR, 


CUSTOMISED PUBLISHING AND RESEARCH 


The EIU is looking for an editor to run its Asia-Pacific Customised 
Publishing and Research division, based in Hong Kong. The position is 
responsible for using the internal and external information resources 
available to the EIU to provide concise and authoritative research and 
analysis for EIU customers. Such research projects range from monthly 
reports on individual countries to book-length reports for major 
international companies. n 





The successful candidate will mix entrepreneurial flair with first-rate " 
editorial and research skills. He or she will be expected to locate new ? 
business as well as handle unsolicited requests for research. y 


S/he will also have: i 


* Fluent spoken and written English. 

* A minimum of five years’ editorial experience. 

* The ability to manage freelance contributors and editors to produce 
high-quality output to tight deadlines. 

* A thorough understanding of Asia's economies and business 
environment. ‘ 

* Strong project management and interpersonal skills. 

* Ideally he or she will have a degree in economics or business. 


Letters of application, with a full CV, should be sent to Simon 
Cartledge, Editor-in-Chief, EIU Asia, 25/F Dah Sing Financial Centre, 
Wanchai, Hong Kong, by April 2Ist 1998, or by email to 


i 
simoncartledge@eiu.com b 
cA STE S A eT CL (De LÀ E zzii 
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Learn valuable secrets multinational corporations and the super super rich 





Offshore Wealth Building 
Secrets Revealed 











have used for years to make giant tax-free profits from international 
trade and investments. Plus, strategies to protect your assets from cur- 
rency devaluation, unstable governments, angry spouses, frivolous law- 
suits and other vultures who prey upon the wealthy. Get a free copy of 
the International Wealth Report, the only weekly offshore trade and 
investment newsletter delivered to your desk via fax and email. Call our 
24-hour fax on demand number at +1 (246) 228-0649 and request doc- 
ument #2 or visit our web site at http://www.intweaith.com. Offices: 
Atlantis Building, Bridgetown, Barbados, West Indies. 


CANADA MIGRATION 


eo SETT rieri qd P E 













ing Internet Wc b 2 4 = dent d A 
f your eps without obligation. e, i: | 
n law prohibits the release of case progress to foreign const 


-~ 


LAW OFFICES OF COLIN R. SINGER, Attorney 


Canadian Citizenship & Immigration Tet.: (514) 487-2011 
510-4999 Ste-Catherine St. West Fax: (514) 487 
Montreal, OC, Canada, HIZ Its Femail: csinget 


"Canada's leading internet law firm" 
World Wide Web Site: http://www.singer.ca/ 


‘ Fiber Optic Network 
f Customer prey v $ 
nd Billing * Ideal fói 
ra Uy Hote s and Mobil : le p 


Be 


* Agents Wanted Call 1-206-378-2816 * 
Tel: 1.206.599.1992 * Fax: 1.206.599.1982 


417 Second Avenue West * Seattle, WA 98119 USA 
www.kallback.com * Email: info € kallback.com 
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IMMIGRATION TO CANADA. 
Canadian Immigration Lawyer will 
prepare Visa application and conduct 
job search for prospective immigrants. 
Very reasonable fees. Leonard 
Simcoe, Ref. E, 1255 Laird Blvd., 


#208, Mt, Royal, Quebec, Canada 
H3P 2TI. Fax (514) 739 0795. 
Email: 76143.2031@compuserve.com 


CUT THE COST OF YOUR 
STAY IN LONDON 


Comfortable self-contained serviced studio 
flats in Knightsbridge near Harrods, fully 
equipped kitchen-dinette, bathroom, 
phone, satelite TV. central heating. 
elevator, maid service, resident manager 
Suit 1-2 persons, Brochure by Air-Mail 
Knightsbridge Service Apartments 
45 Ennismore Gardens, 
London SW7 1AQ. 
TEL: 0171 584 4123. Fax: 0171 584 9058. 





NEW AUTHORS 


PUBLISH YOUR WORK 


ALL SUBJECTS CONSIDERED: 
Fiction, non fiction, Biography, Religious, 
Poetry, Childrens, 
AUTHORS WORLD-WIDE INVITED. 
WRITE OR SEND YOUR MANUSCRIPT TO:- 
MINERVA PRESS 
2 OLD BROMPTON RD. LONDON SW7 3DQ 


U.S.A. CORPORATIONS 
& LIMITED LIABILITY COMPANIES 
Foreign Ownership Allowed. Corporate 
Liability Protection. Flow-Through Taxes 
Free Information Packet 
CORPORATE SERVICE CENTER, INC. 
1475 Terminal Way, Suite E 
III Reno, NV 89502, U.S.A. 
702-329-7721 * FAX: 702-329-0852 
http://www, CorporateServiceCenter,com 
NEVADA +» WYOMING 






















SPRING-TIME IN LONDON 
We offer 24 apartments from 1-3 bedrooms, all 
with fully equipped kitchen / Reception with 
satellite TV - maid service - 24 hour reception - 
fax - laundry service 
Our competitive rates, privacy and ideal location 
in South Kensington make us the perfect 
alternative to hotel accommodation 
For rates and brochure please contact 
Collingham Serviced Apartments 
26-27 Collingham Gardens London SWS 0HN 
Tel: 0171-244-8677 Fax: 0171-244-7331 


LONDON SUITES 
LUXURY SERVICED APARTMENTS NEAR HARRODS 


CHOOSE FROM A SELECTION OF BEAUTIFULLY 
APPOINTED FULLY REFURBISHED ONE AND TWO 
BEDROOM APARTMENTS IN KNIGHTSBRIDGE 
ALL FULLY EQUIPPED WITH MODERN FACILITIES 


TEL: 011 
E- P Moll Suitso com 


TRAVELLING 
TO NEW YORK? 

Bed & Breakfast Service offers 200+ 
apartments, all in fashionable areas. 
Rates $90-300 p/n. 

Corporate Specialists 
Bed of Roses Ltd, 800 Sth Ave. NYC 10021 
Tel: (212) 421-7604, Fax: (212) 935-0617, 


OFFSHORE 


Private Bank for Sale 
call for FREE report!!! 


Call: 310-376-3480 (USA) 
Fax: 310-798-3842 (USA) 
E-mail: wbc(a ibm.net 


DELAWARE (USA) 
CORPORATIONS 


n ng up | 
Boot & Sh Comeratons. (al or wie fr vu. PREF KI 
rode ln 
a 
td. reasonable rate. 
3511 Shvenide Rd, 4105 EC è DE USA 19810 


3024774800 © 800321408? e 774811 
E-mait corp Odelieg com * Internet: hig //dekeg. com 


International Company 
Formation Specialists 


New & off the shelf companies reasonably priced 
* US corporations & LLC'S - every State 


* Offshore companies: Caribbean, Europe, Far East 


Fast, reliable, discreet servíce since 1983 
USA Corporate Services Inc. 
170 Washington Ave. Albany, NY 12210 
(518)433-1400 * FAX (518433-1489 





IRISH OFFSHORE COMPANIES 
£145 Specialists in Irish Non-Resident 
Companies Fax: +353-51-386921 
www.iol.ie/~irishinc/ 


FREE CASH GRANTS! College. 
Scholarships. Business. Medical bills. 
Never Repay. Toll Free 1-800-218- 
9000 Ext. G-4265 US Only 


GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext. H-4265 for 
current listings. 


2ND PASSPORTS / Driver's Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax +3120-5241407; E-Mail: 
100413.3245@compuserve.com; 
http://www.global-money.com 


‘Kensington Park 
Apartments 


Select from studios, one/two bedroom apartments all 
with fully equipped kitchens and styfish Italian furniture, 
at competitive rates. Limousine service available 
58 Kensington Court, London W8 5DG 


TEL: ++ 44 (171) 937 246% ++ (498) 622 765 (24 Hrs) 
[, FAX: +e 44 (171) 795 6215 EMAIL: henpark@dircon.co.uk 


So You Want to Buy A Ranch? 


One-hour via Interstate 8 from San Diego's warm, 
sandy beaches is America's ‘high country’ ranch secret. 

100% perfect four-season climate nestled in a million acres of national forest 
solitude, seclusion, and serenity. 4,600-acre working ranch. 5,000 sq. ft 
hacienda/ guest homes/ barns/ pool/ lakes/ fishing ponds/ springs/ airstrip/ 

oak-studded green valleys, mountain vistas. 
Awesome investment potential, Ideal for 27-hole golf course/ 1100 homes/ hunt 
club/ bottled spring water-or just hide out and enjoy! 
Never offered before. $10,500,000 (firm) 


AG&Cie (619) 792-1726 (phone/fax) 





SAVES YOU MORE 


IN INTERNATIONAL CALLS! 


RATES TO THE US: 


A sow wie dc AU 
France......30€ 


Germany ....24€ 
Italy........38¢ 
Netherlands. . 31€ 
Switzerland. . 29¢ 
Brazil.......69¢ 


Numerous Special Services Included 
Malaysia ....54¢ - No Extra Charge - 


Call: 201.287.8400 Fax: 201.287.8434 
In the U.K. Call: 44.171.360.5037 Fax: 44.171.360.5036 
economist@newworldtele.com http://www.newworldtele.com 


Business to Business agents welcome [IN2WWORLD 


201-287-8400 TELECOMMUBICATIONS 


L402 TEANECK ROAD + SUITE 114 + TEANECK, NEW JERSEY -+ 07666 + USA 
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http://www.cybl.com/offshore 


Save 30-70% on International Calls 


“Justice rated mi in SRI service." 





19897 Intemational Teieoamunications A ciato 








To USA from: (us$) 
* Business, residential, and cellular Japan 27 
Savings. Korea 60 
* Earn Free air travel with WorldMiles Taiwan 48 
program. Venezuela 43 
s Brazil 56 
e Use the service to save 
c 3 Intra-European 
or sell it as a Justice agent. 
! s Leg Rates: 
Beigium 18 
Czech Republic — .27 
Germany 14 
Italy -28 
° L Wau Netherlands 45 
Justice... Norway 343 
Russia 442 
It's just what you're looking for. Switzerland 15 
Mention this ad for a sign-up bonus. Agent inquiries welcome UK :07 


1-310-526-2000 1-310-526-2100 fax 


www.justicecorp.com 





OPPORTUNITY 


BECOME A SUCCESSFUL 
CONSULTANT IN 
YOUR OWN FIELD 
Write for free details to: 
The American 





Serviced Apartments offering Best Value tor Money 
Unbeatable location in South Kensington 







2 person apartment from £70 per po 
4 person apartment from £115 per n 


SON 


Touris? Board Commended 


|. ASHBURN GARDEN APARTMENTS 
3 Ashburn Gardens, London SW7 4DG. U.K. 


ax: ++ 44 171 3706743 
AR E N 






Consultants League, 
Dept. E2, 
30466 Prince William Street, 
Princes Anne, Maryland, USA 
or FAX (410) 651-4885 












THE ECONOMIST APRIL 11TH 1998 













CITIZENSHIP & PASSPORT 


Fully Legal Programme 
Extensive Visa Free Travel 
From US$40,000 + fees 

information / immediate service from 

OFFSHORE DOMICILES LTD 
Sovereign House, St. Johns, 

Isle of Man IM4 3AJ. 


Tel: + 44 1624 801719 
Fax: + 44 1624 801990 
E-Mail: info@offdom.com 


http://www.offdom.com 


+> > O> &> O> ©) ©> OP OP OP OP 


CHEAP 


INTERNATIONAL 
PHONE CALLS 


For the 

lowest Prices 
in the > 
World contact 


DIAL | 
INTERNATIONAL 7f 


Tel: + 44,181. 490 5014 
Fax: + 44.181. 490 5075 





: Email: sales@ppsitd.com 
M www.ppsltd.com 
le 49 49 4949 49 49 49 49 49 
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OF FSHOR E 
TAX-FREE 


cormpanie=s world-wide 













| formation and administration 
of companies 
opening of bank accounts 
| tel/fax/mail forwarding services 
LAY ECO LTD. 
1092 Budapest, Ráday u. 33/a, Hungary 
Tel.: (361) 217-96-81, 216-54-13 
Fax: (361) 217-44-14 
E-mail: laveco (2 mail matav.hu 
Ask for our FREE information 
brochure! 
] Languages spoken: English, 
French, Russian, Bulgarian 












100 ways to Legally Obtain a 
SECOND 
PASSPORT 


FREE REPORT 
Reveals The Insider Secrets of 


Visa Free Travel 
Alternate Citizenship 
Tax Free Living 


For your FREE 16 page Report contact: 

Scope International Ltd, Box No 6976 
Forestside House, Rowlands Castle, 

Hants, PO9 6EE, England, UK. 


Tel: +44 1705 631751 
Fax: +44 1705 631322 


E-Mail:scopemail@compuserve.com 
Internet: http:/Awww.bDritnet.co.uk/scope: 
















fHE ECONOMIST APRIL IITH 1995 





UK & Offshore 


Company Specialists. 





The Company Store is one of the 

longest established professional 

firms specialising in UK and 

INTERNATIONAL compan) 

formation and associated services 

Free advice 

* Free colour brochure 

* Free name check 

* Full nominee & domicilation & 
associated services 

* Ready made & own choice of 
name Co’s 

* We undertake to refund the 
difference, if you can obtain the 
same services elsewhere at a 
lower cost 





FREEPHONE (UK) 


0800 26-26-62 


THE COMPANY STORE 
Harrington Chambers, 26 North John Street, 
Liverpool L2 9RU, UK 
Tek +44 151 258 1258 Fox: +44 151 236 0653 


Offshore 
Companies 


Tax Planning 


We incorporate and provide management 
services in all leading jurisdictions 
Offshore structures can cut taxes and offer 
significant asset protection 
For further information, please contact 
INTERNATIONAL COMPANY 
SERVICES LIMITED 
ISLE OF MAN - DIANE DENTITH - FCIS 
TEL: + 44 1624 801801 
FAX: + 44 1624 801800 
E-Mail: iom(Qicsl.com 
GIBRALTAR - STEVE ROWLEY 
TEL: + 350 76173 
FAX: + 350 70158 
E-Mail: gib@icsl.com 
HONG KONG - SIMON HANLEY 
TEL: + 852 2542 1177 
FAX: + 852 2545 0550 
E-Mail: hk@icsl.com 
SOUTH AFRICA - ANIKA SAVONA 
TEL: + 27 21 418 4237 
FAX: + 27 21 418 2196 
E-Mail: icssa@iafrica.com 
UK - MS PEYMAN ZIA 
TEL: + 44 171 493 4244 
FAX: + 44 171 491 0605 
E-Mail: uk@icsl.com 
USA - JERRY BAKERJIAN - BBA 
TEL: + 1954 943 1498 
FAX: + 1 954 943 1499 
E-Mail: usa@icsl.com 


http: //www.ICSL.com 
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WORLD WIDE 


No. 1 OFFSHORE 
COMPANY AND 
TAX PLANNING 
SPECIALISTS 


Since 1975 our worldwide staff of 
over 275 multi-disciplined 
professionals including lawyers, 
chartered accountants, chartered 
secretaries, and bankers have 
provided confidential and cost 
effective company formation in all 
the major low tax areas 
































© BAHAMAS 

© BELIZE 

@ BV ISLANDS 
@ DELAWARE LLC 
© GIBRALTAR 
€ HONG KONG 
€ HUNGARY 

e IRELAND 

@ ISLE OF MAN 
e JERSEY 

€ MADEIRA 

@® MAURITIUS 
@® NEVIS 

e SEYCHELLES 


Other Jurisdictions & Offshore Banks 
Available on Request 
LUXEMBOURG - EVELINE KARLS 
Tel: +352 224 286 Fax: «352 224 287 
FINLAND - JENNY KOMPULAINEN 
Tel: +358 9 6969 2569 Fax: 4358 9 6969 2565 
HUNGARY - LASZLO KISS 85c (Econ) 
Tel: «36 1 351 9959 Fax: «36 1 351 9958 
CYPRUS 
CHRISTODOULOS VASSILIADES Artorney-et-Lew 
Tek «357 2 473211 FAX: 357 2 463 3463 
SINGAPORE - DIANA BEAN 
Tel: +65 535 3382 Fax; «65 535 3991 
HONG KONG 
RAYMOND CHO! MBA MUIA (Dip) 
Tel: +852 25220172 Fax: «852 25211190 
SHANGHAI - BART DEKKER Lim 
Tet +86 21 6248 4355 Fax: +86 21 6248 1421 
USA WEST COAST - AICS Ltd 
KEVIN MIRECKI Att 
Tel: «1 714 B54 3344 Fax: «17 


rey-dt- aw 
!4 854 5967 





For Immediate Service & our Free 110 
Page Colour Brochure Contact 
ISLE OF MAN - C W FORSTER 

OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 

Isle of Man, Great Britain, IM99 4EE 
E-mail: economist@ocra.com 
TEL: «44 1624 815544 
FAX: «44 1624 817080 

LONDON - RICHARD COOK, 85« 

Tek: «44 171 355 1096 Fax: «44 171 493 4973 


1509002 CERTIFICATED 


Toll Free From USA: 
1 800 283 4444 
Freephone From UK: 
0800 269900 





Offshore Information on 5 
N www.ocra.com "d 








OFFSHORE 
COMPANIES 


BY LAWYERS 


—_—————— DMEMEM 
SCF is one of the world's largest tax 
planning practices. Fully owned and 
operated by lawyers and accountants. 
All our consultants are professionally 
trained and will ensure your affairs will 
be dealt with in an atmosphere of 
utmost privacy and confidentiality, 
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ECONOMIC INDICATORS 
































OUTPUT, DEMAND AND JOBS In March the jobless rate edged up to 4.7% in America, COMMODITY PRICE INDEX | 
stayed at 11.5% in Germany and 7.3% in Austria, and fell to 12.5% in Belgium. German indus- — MB Brazil, the world's second-big- | 
trial production fell 1.2% in February, but is still 4.3% higher than a year earlier. In the same | gest sugar producer (after the European | 
month Britain's output also fell, by 0.5%, leaving it 0.2% lower than in February 1997. Union), has harvested a record crop of | 
dans et anii ot 15.8m tonnes. Its 1998-99 crop could be 
i ^ue oa nari ad ‘volume "Miete" | bigger still Some 60% of Brazil's sugar | 
3mths! 1year 1998 1999 3móu! 1yser 1 your latest yearago | Cane is made into fuel alcohol. But the de- 
Australia +18 «43604 +32 +3) +32 +27 Q4 + 40 Q4 81 feb 88 mand for fuel alcohol has fallen and 
Austria na +13 1996 +26 + 26 - 15 +88 Ag -30 Nv X 73M« 70 stocks of it have swollen since the govern- | 
Belgium +20 «2903 +27 +28 na + 7.1 Dec - 43 Nov 125 Ma 13.1 ment cut subsidies, making it more expen- 
Britain $ = * i Q6. it 7 : T - t : = IA. A fe sa feb?" = sive to burn alcohol than petrol, and caus- 
Canada $3, + 4. $ 3. * 4. - 0. + 14 Jan + Nov b Feb t B 
Denmark +45 +44 - #29 427 +66 + 7.6 Jan + 25 Dec 7.1 Feb 8.3 rhy sales pe Ded MO Wd > 
France +31 43204 428 +27 +49 +65 Jan + 48 jan 121 Feb 125 "BER SCRE SNS HER ETERS UNE pro- 
Germany +11 42404 426 +27 +85 + 43 Feb = 27 wn 115 Mw 2 portion of the cane they convert to Sugar. 
Italy +07 +28% +23 +29 +39 + 23 ian + 0.7 Dec 121 Ot 120 However, sugar prices have weakened this 
Japan -07 .-02 M nil + 1.0 -57 - 3.1 fe - 20 jan 36 feb — 33 year. Brazil's domestic demand is static 
Netherlands +41 +3604 +33 «32 +93 + 45 Dec + 35 Od 49 feb** 61 and demand has fallen in Asia, so some 
+37 «3604 +35 435 +10 + 43 Jan na 203 Q4 219 | cane may be left uncut. 
Sweden +92 «3304 «29 +29 +90 + 39 tan + 7.3 Jan 67 f 88 | | 
Switzerland +19 «2004 +17 +21 na + 68 Q7 + 15 Feb 46 Ma* 56 | 1990-100 % changeon | 
United States +37 +3704 428 +23 +46 +49 Feb + 38 Feb 47 Me 5.2 Mar3ist Apréth* one one | 
*Not seasonally adjusted. * Average of latest 3 months compared with average of previous 3 months, at annual rate. **Dec-Feb. TILO rate 6.6% Sep-Nov . month year | 
§New senes. Dollar index 
: All items 99 7 982 - 06 -160 | 
PRICES AND WAGES German consumer prices fell 0.2% in March; the year-on-year in- | zod 1176 nee 2 03 325 
crease was 1.1%, the same as in February. American workers’ pay rose 4% in the year to March, | ias t^ | 
an increase of 2.6% in real terms. Dutch workers received a wage riseof 336 inthe12 monthsto | Al 84.2 635°. %°0) -187 | 
January, an increase of 1.2% after inflation. Nfat 37 9 989 +23 -203 
| Metals 75.9 ees ee T 
% change at annual rate The Economist poll Sterling index 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings All items 106.3 1056 -20 -178 
3 mths! 1 year 1998 — 1999 3 mths? 1 year 3mths! — 1year | Food 125.3 12338 - 26 -155 
Australia +10 -02 Q4 +14 422 +26 +18 94 +64 +39 a4 | Industrials | 
Austria +17 + 10 Feb +16 +18 +13 +05 Ma | na na All 89.7 897 - 12 -205 | 
Belgium +08 +10 Mu” +16 +19 = 37 + 08 Jan nl + 3.2 Q4 Nfa? 104.3 1063 +09 -22i 
Britain +12 + 34 feb 431 +27 +13 +08 Fed +72 +45 jan . Metals 80.9 79.7 - 28 -191 
Canada +22 + 1.0 Feb** +15 +19 -03 +05 Feb +89 + 18 Jan SDR index 
Denmark +02 + 2.1 Feb +23 +25 -33 +09 Feb +31 +39 Nw** | Allitems 101.0 100.1 + 0.2 -136 | 
France +01 + 0.7 Fens +12 +17 + 0.1 + 09 Dec +22 429 Q4 Food 119.1 1173 - 05 -112 | 
Germany * 09 + 1.1 Mar +16 +21 -11 + 1.2 Feb na + 0.8 jan Industrials | 
Italy +23 +17 Mar +20 +23 +13 +13 Feb *17 +24 Fer | Al 85.3 851 +10 -164 
Japan -26 + 19 feb +05 +03 -01 — 1.0 Feb na -O05 w** | Nfa 99.1 1008 + 3.1 -181! | 
Netherlands -04 +22 feb #21 +24 -22 412 hb +22 + 3.0 un Metais 76.9 76 - 07 -150 | 
+19 + 18 Feb +21 426 -03 + 0.6 Jan +36 + 3.1 Q Gold 
Sweden na + 1.0 Mar +16 «19 -03 + 1.6 Feb +73 € 37 dex | $ per oz 301.35 30955 +50 -112 
Switzerland * 03 nil Mar +06 +12 -27 -03 fre na +05 1997 | Crude oil North Sea Brent | 
United States +09 + 14 fers +18 +24 -30 = 16 Feb +41 +40 Ma | $ per barrel 14.43 1397 +73 -220 
*Not seasonally adjusted. "Average of latest 3 months compared with average o! previous 3 months, at annual rate. **New senes. §New weights | * Provisional. ? Non-food agriculturals. 








B SPAIN Although it is growing briskly, 
Spain's economy still suffers from ex- 
tremely high unemployment. At the end 
of 1997, 21% of potential workers were job- 
less—almost triple the OECD average. Real 
GDP has been growing steadily since 1994, 
and rose by 3.4% last year; and in its latest 
country survey, the OECD forecasts annual 
GDP growth of 3.6% this year and next. 
Faster growth is partly due to fiscal pru- 
dence. Since 1995, Spain has lowered its 
fiscal deficit from 6.5% of GDP to 3%. This 
has helped to bring down inflation and 
interest rates. The labour market, however, 
still suffers from structural problems 
which growth alone cannot solve. Despite 
persistently high unemployment, for in- 
stance, real wage growth continued to out- 
strip productivity gains last year. 
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STOCKMARKETS On Wall Street on April 6th the Dow Jones Industrial Average closed | W BONDS This will be another record 
above 9,000 for the first time. Bourses across Europe hit new highs. But Tokyo fell 3.326 in the | year for bond issuance if the pace of the 
week to April 7th as investors fretted about the worsening state of the Japanese economy. first quarter is maintained. In that period 
Share price indices % change on the gross value of bond issues around the 
1998 obs Atm i Dec 31st 1997 world totalled $303 billion. That is 4596 
Apr 7th high low week year high in local ins | higherthanthetotal of$209 billion issued 
| currency — terms | inthesame period last year. The most pop- 
Australia 2,794.8 2,795.6 2,542 4 * 18 + 18.0 nil + 68 + BO ular currency for bond issues remains the 
Austria 1,532.1 1,549.4 1,245.7 + 24 +29.2 - 11.8 + 183 *157 > 
Belgium 30366 30529 24050 ^4. 17 «436 os ^. 25e +226 | dollar, which accounted for 45.6% of total 
Britain 6,009040 61058 5,0688 + 27 +427 "A2. - 187 +203 | Value, up from 41.7% in the first quarter of 
Canada 7,5796 7.6225 6,240.0 + 03 + 302 209 OPES +139 | 1997. But once the euro replaces 11 of Eu- 
Denmark 778.8 778.8 667.1 + 16 +477 nml + 152 +125 rope’s national monies next January, it 
France 2,508.5 2,550.2 1,873.1 + 11 +443 - 16 + 290 * 25.9 may challenge the dollar's supremacy. 
Germany 5.3571 5,357.1 40873 + 50 + 60.9 nl + 261 +233 : ; : 
Italy 16544 16544 1,0532 + 76 41222 ni —« 571 + 53.0 sors a of do Rud. T ^ Hd 
Japan 159787 1742643 146644 - 33 TJE ds a 47 ^  . is | made up353 total, up from 31.1%. 
Netherlands 11663 11855 892.0 + 35 +603 EV PEA, :3so | The share of the ecu—which will be worth 
Spain 928.8 938.8 6326» 45 4942 +- 11 + 468 «434 | One euro—has more than tripled to 7.1% 
Sweden 36425 3,6923 28531 +26 +354 - 13 + 214 «205 | from 2.3. Issues in D-marks made up 17% 
Switzerland 77443 18277 60621 * 21 +69.0 stAT. +236 +181 | of the total, up from 14.5%. The pound's 
s States — 8,9565 9,0332 7,580.4 * 18 * 35.5 - 08 v 133 *133 | share of bond issues has fallen from 12.8% 
World* 10783 1,0835 896.5 + 10 +327 05: a MÀ * 15.1 
*Morgan Stanley Capital International index includes above markets and seven others, in dollar terms Mehr DAN TAM 
MONEY AND INTEREST RATES Canada’s 30-year government-bond yields hit a historic | down from 5.9% in the first quarter of last 
low of 5.5% on April 3rd. British bond yields fell because the Bank of England wasexpectedto | year and 18.4% in 1995. 
leave key interest rates unchanged after its meeting on April 9th. 
Money supply* interest rates % p.a. (Apr 7th 1998) 
% rise on year ago over- 3-mth money market banks bond yields Eurocurrency 
narrow broad night — latest year ago pri gov't! corporate 3mths bonds 
Australia +12.1 464 Feb 4.98 493 6.05 8.75 5.68 6.10 4.94 5.30 
Austria +47 +11 Jan 3.38 3.64 3.40 6.50 5.00 na na 5.50 
Belgium +76 +64 ian 3.46 3.68 3.30 7.25 5.01* 5.43 3.69 455 .— 
Britain +72 +98 Feb 7.13 747 6.41 8.25 5.9] 6.38 744 6.06 
Canada +136 +46 Feb 4.59 4.56 3.07 6.50 5.33 6.14 475 499 
Denmark na +33 Jan 3.80 3.87 3.62 6.25 5 07* 7.07 3.88 4.70 
France *79 +31 Jan 3.38 3.57 3.26 6.55 492 5.07 3.58 452 
Germany +53 +34 Feb 3.44 3.62 3.25 4.75 4.87 490 3.56 447 
Italy +84 +88 re 6.00 491 7.19 825 5.19% 545 527 473 
Japan +108 +48 feb 037 061 0.44 163 1865 164 050 132 
Netherlands — «75 +72 De 332 344 3.23 525 — 491* 527 350 449 — 
Spain 4119 «31 rb 460 4.40 562 7.25* 5.03* 531 442 458 
Sweden na +30 Feb 4.25 4.50 4.05 5.11 5.26! 5.28 4.63 493 
Switzerland — «85 +16 jan 1.31 1.63 1.88 338 294% 325 156 2.1 
United States -0.3 +93 fed 544 5.45 5.69 850 5.61* 6678 563 548 


Ten-year bond rates (old series: Britain 15-year 5.74%, United States 30-year 5.8496). tApril Ist. SApnil 3rd. 


*Narrow: M1 except Britain MO, broad. M2 or M3 except Britain M4. Sources: Banco Ambroveneto, Banco Bilbao Vizcaya, Belgian Bankers Assn, Chase 
Manhattan, CA IB Investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale, J.P. Morgan, Paribas, Royal 
| Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, DatastreanviCV. Rates cannot be construed as banks’ offers. 
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TRADE, EXCHANGE RATES AND RESERVES The yen's trade-weighted value fell a further 0.5% in the week to April 7th, leaving it 3.2% 
lower than a year ago. The pound slipped 0.7% over the week, but is still 9% up on a year ago. The dollar was unchanged on the week, but is 
worth 4.9% more than a year earlier. The table shows new foreign-reserve figures for all countries except America. 


Trade balance*, $bn Current account, $bn Exchange rate Currency units per $ Currency units Foreign reserves? $bn 

latest latest 12 latest 12 mths trade-weighted! Apr7th year ago perf perDM  perecu latest year ago 

month months Apr7th year ago 
Australia - 0.24 Feb * 13 - 133 Q4 87.5 98.7 1.52 1.28 2.53 0.83 1.64 165 feb 14.0 
Austria - 0.72 Qa$ - 56 - 39 De 102.5 103.6 12.9 120 21.6 7.04 14.0 20.1 Jan 22.1 
Belgium - 0.35 Dec + 109 + 10.5 Sep 101.5 103.3 379 35.3 63.3 20.6 41.0 16.9 Feb 16.9 
Britain ~ 1.80 Jan - 20.6 + 7304 108.0 99 1 0.60 0.62 = 0.33 0.65 32.3 Dec 399 
Canada + 1.18 Jan + 160 - 122 Q4 83.3 84.6 1.42 1.39 2.37 0.77 1.54 21.2 Feb 209 
Denmark +029 an + 37 + 1104 103.8 105.8 7.01 6.52 11.69 3.81 7.57 204 Feb 146 
France + 2.71 Jan +312 + 40.2 De 104.9 106.4 6.16 5.76 10.28 3.35 6.66 32.1 Feb 278 
Germany + 462 Jan + 705 - 42 Jan 102.7 105.0 1.84 1.71 3.07 - 1.99 77.7 feb 80.6 
Italy + 1.84 Dec + 298 + 35.3 Now 75.1 76.4 1,815 1,689 3,027 987 1,960 54.7 Feb 45.7 
Japan + 879 jan «4103.8 + 97.0 jan 116.6 120.4 134 126 223 72.7 144 222.0 Feb 217.1 
Netherlands + 170 Dec + 167 + 23.1 Q3 100.8 103.0 2.07 1.92 3.45 1.13 2.24 243 feb 26.8 
Spain - 200 De - 183 + 75 De 76.2 779 156 145 260 849 169 682 Feb 60.2 
Sweden * 1.38 Feb + 169 + 73 Dec 855 84.5 8.00 7.66 13.3 4.35 8.64 93 Feb 16.0 
Switzerland - 0.48 jan * 03 + 209 Q4 105.0 103.2 1.53 1.47 2.55 0.83 1.65 348 Feb 35.1 
United States — - 18.80 Jan -199.4 -166.4 Q4 110.7 105.5 E - 1.67 0.54 1.08 59.0 1an 57.2 
* Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cif/fob 1990«100, Bank of England. t£xcluding gold, IMF definition. 


§Not seasonally adjusted 
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“wga SYMBIOSIS INSTITUTE OF MANAGEMENT STUDIES Masa SC 


What do you look for in a Business School ? Professional grooming ? Unique blend of practical experience and (^ Aristocrat 
theory ? Competitive course structure ? Top rated faculty ? DUAL SPECIALISATION ? A selection procedure that picks the best ofthe | “= 
pack ? Develop you as an individual and a team player ? Well, then you are looking at ..... SIMS. 


BUSINESS MANAGEMENT 


FOR THE NEXT MILLENNIUM 
WHAT WE OFFER ? 


CORRESPONDENCE COURSES OPEN TO ALL 


Beo India 
© Two Years Master Diploma in Business Administration (MDBA) 
o Two Years Master Diploma in International Trade (MDIT) 


o Two Years Master Diploma in Personnel Mgmt. & Indl. Relations (MDPM) 


SPECIAL FEATURES 4 Graduates in any discipline and those appearing for the Final Year Degree Examination can. also apply provisionally ICICI Bank 
© Study material prepared by Senior managers from the industry & Contact programmes once in a year & Selection for admission based on. | McCANN-ERICKSON 
profile of students as per application form only - No entrance examinations @ Special preference to industry employed aspirants 

ICICI © 





€ Reduced course duration (18 months in case of defence officers and in respect of personnel with industrial experience). — 8 All Defence 
Officers are eligible (though not graduates). 


MODI XEROX 
C Post Graduate Diploma in Management (Dual Specialisation) - PGDM (D) MICR@LAND 
C) Post Graduate Diploma in Management - PGDM (PM & HRD) Novell 


PGDM - DUAL SPECIALISATION, a two vear full-time programme with specialisations in disciplines viz Marketing, Finance, Onward Novell India 
Production & Materials, Systems (any two) 
PGDM - PM & HRD, a two year full time programme with extensive inputs in the discipline of Personnel Management & Human Resources Procter&Gamble 
Development. The course is simultaneously coupled with a degree in Masters in Labour Law & Labour Welfare (MLL&LW) from Pune University, 
DEFENCE CATEGORY SEATS - Comprises of Graduate children/dependents of Armed Force Personnel. ENTRANCE EXAM CENTRES : 
Ambala, Bangalore, Calcutta, Chandigarh, Delhi, Hyderabad, Jammu, Lucknow, Pune & Kathmandu. Date of Entrance Exam is June 7, 1998 
from 3.00 p.m. t0 6.00 p.m. Further Selection Process : June, 1998. (Institute reserves the right to cancel any of these centres.) 

INDUSTRY SPONSORED SEATS - Limited seats will be available for Industry Sponsored candidates (any citizen) who may not be dependents 
of Defence Personnel 

ELIGIBILITY - Graduates in any discipline with 509; marks. Those appearing for the Final Year Degree Examination upto June, 1998 may 
also apply provisionally. 


WHERE WE STAND APART ? 


Even the best curriculum cannot substitute for practical exposure. We are pioneers in the concept of “ON THE JOB TRAINING’ for 
a duration of 9 months as part of the curriculum for full time programmes . This is supplemented by a well equipped Library and a 
state-of-the-art Computer Laboratory where students are imparted Microsoft Certified Professional Training, where standards of 
academic excellence are complemented with scholarships by leading corporate houses. 
“ SIMS, an endeavour to achieve a Synergistic Union of the Defence Forces and the Industrialised 
world — Management Education — towards an pee and — Society.” 














payable in favour of The Director, SIMS, Pune - 411 004, INDIA. 
PROF. RANJEET S. MUDHOLKAR,DIRECTOR 


SYMBIOSIS INSTITUTE OF MANAGEMENT STUDIES (For Defence Personnel & Dependents) 
15th Lane, Prabhat Road, Pune-411 004, Maharashtra, India. Tel. : 91-212-358233/371909. Fax : 91-212-371909. 
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Issued by Credit Suisse First Boston (Europe) Ltd: regulated by SFA. 


WORLD CLASS PERFORMANCE. 


1997 Deals of the Year 


M&A 
First Union/CoreStates 


Financial 
$16,600,000,000 


Boeing/McDonnell 
Douglas 
$16,300,000,000 


Raytheon/Hughes Aircraft 


$9,500,000,000 


Credit Suisse Group/ 
Winterthur 
$9,000,000,000 


Team Rental Group/ 
Budget Rent a Car 
$2,000,000,000 


YPF/Andina SAM 
$220,000,000 


Pharmacia Biotech/ 
Amersham Life Science 
(Not Disclosed) 


Pechiney and 
Schmalbach-Lubeca 
Merger of packaging 
subsidiaries and sale 
of controlling stake 
to Doughty Hanson 
(Not Disclosed) 


DONE. 


Equity 

Telstra 
A$14,326,961,005 
ENI 
$7,795,000,000 
Ciba Specialty Chemicals 
$1,842,000,000 
MATÁV 
$1,013,000,000 
Ispat International 
$776,000,000 


Yapi Kredi BankAsi 
$115,000,000 


Debt 

J.C. Penney 
$2,500,000,000 
Osprey Maritime 
$944,000,000 
A.K. Steel 
$800,000,000 
PT Pindo Deli 
Pulp & Paper 
$750,000,000 
Continental Airlines 
$707,300,000 


*The above transactions were named 






Republic of Italy 
CHF 1,000,000,000 
People's Republic 
of China 

DM 500,000,000 


SR Earthquake Fund 
$137,000,000 


Project Finance 


CalEnergy 
$2,718,000,000 


Petrozuata 
$1,450,000,000 


Jorf Lasfar 
$1,091,000,000 


Southern Peru Copper 
$150,000,000 


Pycsa Panamá 
$131,000,000 


Lease Finance 


BVG 
$679,000,000 


by one or more of the following publications: 
orporate Finance, Euromoney, Institutional 
Investor, International Financing Review, 
Investment Dealers' Digest and others. 
Credit Suisse First Boston clients in bold. 


Innovative thinking, global resources, productive relationships. These are the qualities 
that produce results and that clients expect from a leading global investment bank. 


CREDIT | FIRST 
SUISSE BOSTON THE GREATER THE RESOURCES, THE GREATER THE POSSIBILITIES. 


POST-BUBBLE 
JAPAN 


pages 21 and 75 


AUSTRALIA'S 
STRIKE 


pages 13 and 22 
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Cisco is making 


billions running its business 


on Oracle Financial and 


So, what are you 


running on these days? 





Cisco Systems is a global, networked 
business As the worldwide leader 
in networking for the Internet, Cisco 
has rocketed to multi-billion dollar 
size in just a few years. How does a fast 
growing company eftectively manage 
its business? With Oracle Financial anc 
Manufacturing Applications. Cisco 
runs its worldwide business operations 
on Oracle Financial, Manufacturing 
and Order-Entry Applications What s 
more, all Cisco operations are manage 
ott of Ora le database S Evé n customers 
and business partners gain direct 
access to Oracle databases to improve 
business efficiency Orai le Applic a 
tions have helped Cisco cut costs, increase 
sales and add accuracy, speed and 
flexibility to its business operations Run- 
ning its business on Oracle, Cisco 
has become the most highly networked 
business in the world. Give your 
business what it needs to run more comp- 
etitively. For more information, visit 


wuw.oracle.comlinfol4 or call, within 


Enabling the Information Age 


LETTERS 
4 On electricity deregulation, customer 
satisfaction, the World Health 
Organisation, Quebec’s bikers 


LEADERS 
11 America’s bubble economy 
12 Goodbye to all that, in Ireland 
13 Cleaner energy 
13 Australia's dockside farewell 
14 Good for the Koreas to talk 


SPECIAL 
15 Northern Ireland's peace deal 


SUMMARIES 
19 Politics this week 
20 Business this week 


ASIA 
21 Japan's worrying economy 
22 Australia's waterfront battle 
22 Buying a home in China 
23 Pol Pot's death 
24 The Acehnese take refuge 
24 Taiwan's frustrated investors 
25 The Koreas try to talk 


UNITED STATES 
27 The growing legions of the disabled 
28 School financing in New Jersey... 
29 ...and school busing in Connecticut 
29 America v the World Court 
30 Riverboat pilots on strike 
35 Should Indians avoid the rules? 
36 Lexington: Youth and age 


THE AMERICAS 
37 Argentine labour law and the 1Mr 
38 Ecuador's presidential election 
38 Chile's not-so-splendid pensions 
39 Panama, refuge of ex-presidents 


INTERNATIONAL 
40 Arafat v Hamas, again 
41 Mor' sad legacy to Kenya 
South Africa's Botha unrepentant 
Senegal's multi-party mask 
The un and human rights 


BANGKOK BEIJING BEIRUT BERLIN BONN BRUSSELS EDINSURGH HONG 


45 ST JAMES'S STREET © LONDON SWIA ING * 


25/7 


TEL! 0171 E30 7000 * 
DAH SING FINANCIAL CENTRE » 


APRIL 18TH 1998 


|o Re 
Economist 








ON THE COVER 

America's economy is being inflated by 
| over-valued shares and monetary 
_ expansion: leader, page 11; merger fever 
_ and other frothy signs, page 67; banking 

behemoths, page 68; how options are 
| MAR earnings, page x 
EUROPE 
Will Yugoslavia break up again? 
Russia's political generals... 

..and its dithering Duma 
47 Germany's press veers left 
47 Anew leader for Spain's Socialists? 
48 France's powerful Protestants 
49 Charlemagne: Vaclav Havel, a 

westward-leaning Czech president 


SPECIAL 
so The Baltic revolution 





BRITAIN 
| 53 The Tories and the local elections 
| 54 Liverpool's byzantine politics 
| 55 Bagehot: Constitutional reform 


pM Japan's humbled bureaucrats; 

Victorian crooks; Japanese multimedia; 

. Chinese novels, and much more; 13 pages 
of books and multimedia after page 52 





WEB EDITION: Www.economist.com 


EDITORIAL OFFICES IN LONDON, AND ALSO: 


PRINCIPAL COMMERCIAL OFFICES: 
FAX: 0171 839 2968/9 itt WEST 57TM STREET » 
108 GLOUCESTER KOAD * HONG KONG « 


Israel's s pain at 
Re evie PW truths; the pros 
ar books and multimedia ^ and cons of 
global 


| BUSINESS 


Renewable energy fires up 
Robert Crandall departs 
Management focus: Top jobs 


57 
58 
59 
60 
63 
63 
64 
65 


Gillette innovates 

How to shave 

Profiting from Godzilla 
Daimler-Benz stalls in China 


Face value: David McCourt, telecoms 
competitor 


| FINANCE AND ECONOMICS 








| 102 


NEW TORR, NY 10019 * 
reL: 842 2585 158858 « 


67 America's dangerous bubble 
68 Bankers dream of California 
69 Can Paribas go it alone? 

The trouble with stock options 
Playing with percentages 

A sticky problem with NAFTA 
Our quarterly portfolio poll 
Japanese banks flee East Asia 


Economics focus: Accounting for 
environmental damage 


SCIENCE AND TECHNOLOGY 
79 Aslow death for radio astronomy? 
80 Searching for aliens with pcs 
81 Heat shock proteins and disease 


MOREOVER 


83 Three pages on the world's plans for 
millennium celebrations 


OBITUARY 
87 Frank Lloyd, art dealer 
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50; Arab home- 100 Economic and financial statistics on 


15 OECD countries, plus closer looks 
at palladium, economic growth, and 
defaults 

Economic and financial statistics on 
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- Sig—Liberalising the electricity 
market tends to favour large con- 
sumers, as you note ("Power to 
the people", March 28th) But 


small consumers, which evolved 
from Auckland's power crisis: a 
small consumer organisation 
called “Power to the people". 
There is nothing to stop small 
consumers of electricity from 
consolidating their collective 
demand for electricity into a 

negotiating entity. Such a body 
.. would be responsible for obtain- 

ing the best deal from competing 
suppliers. These groups could be 
formed from trade groups, prop- 
erty developers, streets or retail- 
ing precincts. 

As a citizen of Dunedin, I can 

buy my power from a distribu- 
tion company based in Christ- 
church (400km away) or a local 
equivalent. But neither company 
has been smart enough to offer a 
price structure for groups of 
small consumers acting together. 

Dunedin, 


New Zealand Lioyp EVANS 


te 


< ous a matter to entrust solely to 
economists. Unlike the telecoms 


tial effects of deregulation reach 
far beyond simple economics. 

= Nuclear powers share of 
America's electricity generation 
is around 20%. It is in this area 
that the prospects of deregu- 
ation are most disturbing. The 
most crucial hidden issue in the 
-rush towards deregulation is 






The Econom 


there is a model solution for s 


'SiR—Energy provision is too seri- 


and airline industries, the poten- 





st, 25 St Ja 


reactor safety. The pressures ofa 


competitive environment on 


utilities with — nuclear-power 
plants to lower operation and 
maintenance costs may lead to 
some risky cost-cutting mea- 
sures, including reducing staff, 
deferring maintenance and 
speeding up the refuelling 
process. The safety risks of 
nuclear energy, the unintended 
consequence of deregulation, 
could be aggravated by manage- 
ment arrogance, public igno- 
rance and regulatory lenience. 


NAJMEDIN MESHKATI 


Los Angeles HuGo POMREHN 


m—— 


Sir—Lenin would not know 
whether to laugh or cry. Believing 
electrification and central plan- 
ningto beat the heart ofcommu- 
nism, he ensured that the study 
of electricity was a key feature of 
the Russian school syllabus. Iron- 
ically, the world's power sector is 
being broken up as a result of the 


technological fall-out from the 


cold war: the power turbine and 
the microchip. 

The power turbine, a spin-off 
from long-range surveillance air- 
craft, shattered the myth that 
only the big can generate electric- 
ity. The chip, which hails from 
the space race, allows customisa- 
tion and differentiation of ser- 
vices. How ironic that the power 
sector is reverting to smaller cir- 
cles of control, which today’s 
unreconstructed communists 
somehow continue to lose sight 
of. Power to the people, indeed. 
Le Vesinet, 


France ROBERT SKINNER 
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A satisfied customer 


Sin-Gordor: Selfridge unde 
his Oxford Street store in 1909 
with the motto, “The customer is 
always right,” thus pre-dating the 
examples given in your letters 
page of March 28th. 

This motto still holds true. I 
bought some goods on a visit to 
England last year, which turned 
out to be unsuitable. The store 
offered mea full refund. 

Madeira O Guy BELLAIRS 


WHO's FROM 


Sir—The Economist makes a 
thinly veiled insinuation (March 
4th) that the World Health 
Organisation (wHo) has, in some 
way, tried to conceal the truth of 
the impact of the Chernobyl 
nuclear accident. The Economist 
says that the wHo put pressure 
on a staff member to leave 
because his findings conflicted 
with those of America's govern- 
ment. The wHo is not, and has 
never been, subject to pressure 
from any government regarding 
its scientific findings. 

When the accident occurred 
in 1986, leading radiation-effect 
scientists did not expect a major 
long-term impact on health. 
When, in the early 1990s, doctors 
in Belarus began to report an 
increasing. number of thyroid 
cancers in children, this was met, 
initially, with scepticism by 
some—not least by those with 
close ties to the nuclear-power 
industry. 

Knowing full well the sensitiv- 
ity of the situation, the wHo set 
out to find the truth, not only for 
those affected by radioactive fall- 
out from Chernobyl, but also to 
ascertain which public-health 
measures should be undertaken 
in future, should another such 
accident occur. 

In July 1992, the wHo’s region- 
al office for Europe sent an expert 
mission to Belarus. After a thor- 
ough investigation, it concluded 
that there was indeed a serious 
and growing epidemic of thyroid 
cancer in children. These find- 
ings were immediately made 
public, by correspondence to 
Nature, in September 1992. Sub- 
sequently, the wHo intensified 


its efforts by developing theInter-_ 
estab 


national Thyroid Project 
lishing a project office 


: 0171 839 2968. 


E-MAIL : letters@economist.com 


and undertaking extensive 2x 
efforts to raise more support for 
its work on this problem. | 
This work isstill continuing in 
co-operation. with Belarus, the 
Russian Federation and Ukraine, 
and with support from a number 
of donor countries. All scientific 
findings or other technical 
advice that emerge from this pro- 
gramme are made public 
through the wHo’s normal docu- 
ments and publications. 
. E. ASVALL 
Director, 
wHo Regional Office 
Copenhagen for Europe 


Sir—I am among many who crit 
icise the wHo for its limited 
tobacco budgets. But its policies 
on active and passive smoking 
are both correct and in line with 
global public-health opinion. 

The 25% increase in the risk of 
lung cancer from passive. smok- 
ing, as shown by the “meta-analy- 
sis” you cite, is small compared 
with that for active smokers; but 
it is real, especially when applied 
to large numbers of people. This - 
must also be combined with the 
"irritant" effect of inducing asth- 
ma attacks in susceptible people T 
plus an increased risk ofemphy- 
sema and myocardial infarction. : 
These are avoidable, and many _ 
smokers behave in ways that- 
avoid exposing non-smokers asa - 
result. But there is still good rea- 
son for legal prohibitions, as they M 
make employers more sensitive - 
tothe problems faced by employ- 
ees such as barmen, who experi- - 
ence a lifelong accumulation of . 
our few “whiffs in a pub", and. 
whose lungs suffer as a result. | 

NIGEL GRAY 
President, 
International Union 
against Cancer 










Biker beware 


Sig—Your article: on Quebec's 

















"biker war" (March 28th) misses 
an obvio solution: a combina- 









CONSULTANTS 
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s leading f fiii of economic consultants. The ¢ company spe 
Ol and gas, and wishes to recruit people to fill the foligwing. ve 























economist is needed on an 18 month contract to join a tea 
e the D Department. of Petrol um and Energy. The 






; nverness, Seini There are > two vacancies for. economist to work on a range of consul i 


r and gas, tourism, fisheries, rural development ete. Relevant experience i is required: for onep 
am w graduate, s ins : 


S: a and the e Caspid region. - Detailed knowledge of the. one n 
an advantage. | | 







uclear dusty RSS prx Ew" de | 
We are also looking to establish a team of consultants able to contribute to a’ ‘study. on the’ f sate of the Europ 


nuclear industry in a deregulated market place. The successful applicants will have excellent track records i in on 
more ofthe following : areas: m $ 





electricity utilities 
.. operation of power plants | | | NEM SR 
. analysis of the business and economic aspects of the global nuclear industry Mes 
. supplying the industry. | 
erence will be given to candidates with. expertise within the European nuclear industr pe 





* o * ko 








: ie ompany will provide very att activer remuneration and benefits packages for cach of these positions. 





E Further information can be obtained Bom and applications, with detailed c.V., Sent to: 
i . Tony Mackay | 
— Mackay Consultants 
. Albyn House - 
. Union Street 
Inverness IV] 1QA 
‘Scotland 
Telephone: +44 1463 223200 Fax: +44 1463 230869 
E- mail: -mackayconsultants@compuserve. com 





"lease indicate clearly in which post(s) you are interested. 


Closing date for DuC UE 9 May 1998 





a Inverness, Scotland « * Brussels, Belgium + Port rt Moresby, Papua New Guinea 





FINANCE OFFICERS _ 


IRWA, a United Nations organization providing Education, 
alth, Relief and Social Services to Palestine refugees in the 
ar East requires two Finance Officers at its Field Offices in 
erusalem and in Gaza. As Head of the Finance Department, 
he/she is responsible for all financial operations in the Field 
-> (Gaza Field annual budget: $120 million, West Bank Field: over 


: € $60 million) and the supervision of up to 20 technical and 


| support staff. Tasks include: maintaining accounts and 
‘preparing financial statements and reports; ensuring proper 
receipt, management, safeguarding and disbursement of Agency 


| monies; reviewing, modifying and implementing internal 


| control procedures; coordinating preparation of Field budgets; 


re advising Field Director and Department Heads on financial 


matters; guiding and training finance staff. 
Essential qualifications: University degree in Accountancy, 


3usiness/Public Administration or related. Membership ina | 


rofessional Accountancy body. Essential experience: At least 8 
ars’ professional finance, accounting, budget or audit 
xperience, incl. 5 years at senior supervisory level in a large 
mmercial, industrial or government organization. Language: 
_ Excellent spoken/written English. Desirable: Knowledge of EDP 
- systems, UN finance experience, knowledge of Arabic. 


| Remuneration: annual net (tax-free) salary starting from 


|. US$71,500 (with dependents) and US $69,000 (single) plus 
fringe benefits package (education grant, home leave, 
dependency allowance, pension fund, health plan). Initial 


| contract: 1 year, renewable. 


. Gaza is a non-family duty station. Spouses, but not children, 
^may reside with the staff member in Gaza. An element of 
compensation is paid where staff members have to maintain a 
i second household. No such restrictions apply to West Bank 


f Applications: before 30 A ril 1998 to: Head, Recruitment 
. Section (VN/8/98) UNRWA HQ Gaza, Fax No. (4972-7) 677 
57555, from where additional information can be obtained. Mail 

address: c/o UNRWA Vienna Office, P.O. Box 700, A-1400 


. Vienna, Austria. 
aoc oko ewe e o 


CASHIER 


5 i UNRWA also requires a Cashier at its HQ in Gaza. Tasks 
|. include: effecting local & global fund transfers in various 


currencies by cheque or electronic banking; receiving and 
. recording cash, cheques and bank credits; monitoring balances 


| in $ and multicurrency bank accounts and maintaining records; 


-| effecting monthly payroll to Agency's five Fields of operation; 


p analyzing accounts and assisting in preparation of monthly 
. bank reconciliation statements. Qualifications: University 


degree in Business Administration, Commerce or related with 


-] coursework in Accountancy. 


| Experience: At least six years in a Treasury, with four years in 

"currency conversions and multi-currency disbursements. 

'amiliarity with computerized finance systems. Remuneration: 
nual net (tax-free) from $61,000 (with dependents) and 
5,000 (single) plus fringe benefits package. 


Applications: as above quoting ref. VN/10/98 


UNITED NATIONS $9} NATIONS UNIES 


- Kienbaum Development Servi 


Kienbaum i$ a leading independent German manager nsi 
with more than 50 years of experience in operations. To expand our Jo 
activities in transforming and developing countries we are looking for E 


for alion a ong t term n assignments 


in particular, expertise in the. - Finance and Accounting 

following areas is needed: _. ~ Tourism and Travel. 
- Policy and -~ Transpor and Logistics 
Public Administration Advice ^ -Environment 

- Privatisation and - Investment Promotion | 
Post-privatisation Support - Programme and Project | 
- Public Utilities Privatisation and Management —— 
Restructuring — >» Procurement, Contract COR 
- Human Resources Development Management... ate Gor 


Candidates should have at least five years of experience, eet in X z 
Central and Eastern Europe, Mediterranean countries, Middle Fast, f 
Southern Africa or Asia. 


Applications with CV (English, in the standard. format required by the 


European Commission on disc or per e-mail) should be sent to: Kienbaum 
Development Services GmbH, attn. Ms. Tina Peschla, Kanzlerstrasse 4, 
D-40472 Duesseldorf. , email kds. experts Gkienbaum.de 


International Management Con 

Duesseldori, Bertin, Frankfurt, Munich, Vienna, Z at: 

Princeton, San Francisco, Sao Paulo, Johannesburg, Singan 
Certitied. ae fo EN mu » 


UNITED NATIONS Y @ ) NATIONS UNIES A y 


OFFICE OF THE ECONOMIC COMMISSION FOR EUROPE : 5 
STATISTICAL DIVISION | 
SENIOR STATISTICIAN, P-5, GENEVA 


The United Nations Secretariat is’ seeking a seasoned}. 
professional, with demonstrated experience in applied macro- | 
economic statistics. The ideal candidate would have an advanced 


| university degree in Economics with Statistics and extensive |- 


professional experience in a national or international organization | - 


producing and/or using economic statistics, sound knowledge ofi 


statistical practices of national statistical offices and of the] 
problems of their international comparability. Fluency in English | 
with demonstrated drafting ability is required: working. 

knowledge of French and/or Russian an asset. 


Preference will be given to equally quali ed women. 


The United Nations offers a competitive » à shefit package. 


Deadline for applications: 30 April 1998 


Detailed curriculum vitae including. date of birth ind nationa 
should be sent to: ee Là 


98-M-ECE-073-NY/CXM, Staffing: Suj 


Human Resources Management, Room § 2560, os 
New York, NY 10017. "n "n 
Fax No: (212) 963-3134. 


| E- -mail address: Staffi e@un rg 5 
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vera DIRECTOR 
Ug ROYAL OPERA HOUSE 
IX COVENT GARDEN 


In December 1999 the Royal Opera House 
will reopen its doors to the public. 










The organisation seeks a General Director of 
outstanding artistic vision to provide leadership 
to the House and its performing companies, 


the Royal Opera and the Royal Ballet. 








The successful candidate should have a 
breadth of experience, impressive leadership 
qualities and the artistic imagination to 
inspire opera and ballet performances of the 
highest quality and develop the widest 
possible audience. First class financial and 
administrative skills are essential. 














The starting date and terms are negotiable. For 
further information, please write before 31 May 
1998, enclosing a CV, to: 


Sir Colin Southgate, Chairman, 
Royal Opera House, Covent Garden, 
London WC2E 9DD 








FMI LITTLEJOHN LTD. 


INTERNATIONAL CONSULTANTS 


London-based international consulting firm with a superior 
performance record in the development of capital markets 
and social sector reform seeks consultants with proven 
experience in the following fields: 


* securities markets, 

* pension reform, 

* insurance reform, 

* privatization transactions, 

* banking, and 

* international accounting standards. 


Short-term and long-term positions currently available in 
CEE, the NIS, and Asia. An advanced degree or the 
equivalent professional experience is required. Prior 
experience with EU donor projects is strongly preferred. 


Qualified candidates should submit a current CV to: 


FMI Littlejohn Ltd. 
1 Park Place 
Canary Wharf 
London E14 4HJ 
fax: 0171.987 9707 








Economic Research - 


German, Spanish or French Speakers 


A brand new concept 

Our client is a global real estate investment company with strategic 
investments capitalised in excess of $19 billion. Within Europe they are 
the leading company in the field of real estate securitization - a concept 
which they believe will revolutionise the European property market 
They are fully committed, in hard capital terms, to investment in the 
research and development which underpins their investment and 
operating strategy. 


The Role 

You will work with the Head of International Research on the economic, 
demographic and real estate market projects which form the basis for 
their evaluation and forecasting models. Specific responsibilities will 
include conducting research and analysis; guiding analysts in data 
sourcing, collation and analysis; data interpretation; and the presentation 
of conclusions, alongside creative solutions, to senior management. 


Your background 
Degree qualified, preferably with a Masters, you will have gained at 
least five years' experience in economics, management consulting or 


Price Waterhouse @ 


At the Cutting Edge 


Brussels 


consumer products research in Europe. In addition, exposure to urban 
economics, urban studies or statistics would be an advantage. 
independently minded, you will be a creative problem solver and an 
able communicator with fluent German, Spanish or French in addition 
to business English 


Pit your wits... 

...within the context of a new atmosphere of challenge, where 
opportunity for substantial achievement will be matched by both 
personal and professional rewards. For a discreet discussion about the 
role, first contact our advising consultants, David Hunter on (444-171) 
939 3661 or Gavin Burgess on (+44 113) 288 2108. Alternatively, write 
to David with a full CV in English and quoting reference L/1877/E, at: 





Executive Search & Selection 
Price Waterhouse 

Southwark Towers 

32 London Bridge Street, London SE1 9SY 

Fax: (444-171) 378 0647 

E-mail: David HunterGEurope.notes.pw.com 
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Social Mobilization Officer 


Global TB Programme, World Health Organization 


The Policy, Strategy and Promotions Unit of WHO's Global Tuberculosis 
Programme is seeking a high-caliber, results-oriented individual to oversee 
the development and implementation of social mobilization campaigns in 
endemic countries, beginning in Asia, Currently, nearly 3 million people are 
dying from TB each year, in spite of an effective and affordable treatment 
strategy known as DOTS. In countries where TB control has been a low 
priority, grassroots advocacy Campaigns are needed to encourage political 
leadership. In countries where DOTS is already being used, IEC and mass 
communication strategies are needed to promote greater use of treatment 
services. The following qualifications are required: 


* Ten years experience managing social mobilization and advocacy 
campaigns in developing countries on health, development or social 
justice issues. The candidate should possess a track record of 
successfully mobilizing communities and inter-sectoral allies to 
achieve tangible social gains. 

Experience in developing and assessing IEC and health promotion 
initiatives in developing countries. 

Project experience in Asia, with experience in Bangladesh highly 
desirable. 

Contacts with an extensive network of professionals involved in social 
mobilization, and with potential coalition partners in many sectors. 
Team work, proactive problem-solving abilities, and the ability to 
produce results in politically sensitive situations. 


Monthly remuneration approximately USD 7,000, tax-free (salary plus post 
adjustment-subject to fluctuation). The position is based in Geneva, with 
frequent travel to Asia. Recruitment is for eleven months, subject to 
renewal. Send c.v. with photograph and samples of work-related writing 
(not returned) to: Head, Professional Candidates (PRC/GTB), World 
Health Organization, 20 Avenue Appia, CH-1211 Geneva 27, 
Switzerland (WHO facsimile no. 41-22-791-0746) by 1 June 1998. 
Applications from women are encouraged. 
For further information, visit http://www.who.ch/gtb 


CHIEF MOONOMET 


rR&D — EX Executive Position [arco 


“The fncricy Ma: Company (EMCO) is the administrator of the New Zealand 
- electricity market (NZEM) and has led the wholesale electricity sector through 
Qulation to its current position of pricing and trading electricity in an open 
egulated market. The market continues to evolve with the requirement for 
EMG nii and co-ordnet the dynamic developments that occur. To assist 
nts, EMCO needs to ‘appoint a Chief Economist to join their Company's 


. The Compar is now entering a new phase and @ major driver for this further 

market development is economic efficiency To assist in this process EMCO seeks 

án economist to lead the research and dévelopment function 

| ng af the economics of networks would be desirable 
referred candidate for this role you will need to have: 


pei, 
2 Devoüpe and proven abiit to dere appropriato solutons 
This prestigious role within one of New Zealand's leading edge development 
npani aperit a iege you can 
; ute to 's ongoing di | i on the principles of 


Consulting Limited 


e LEAD SPECIALIST, 
World INTERNATIONAL FINANCE 


The World Bank is seeking an outstanding financial specialist/economist to provide 
intellectual leadership in the preparation of one of the institution's flagship publications, 
"Global Development Finance". Areas of desired expertise include: international capital 
markets; management of external liabilities; credit-risk analysis; monitoring and 
forecasting techniques; macroeconomic implications of capital flows; and current account 
sustainability, all with emphasis on developing countries. 


n— Functions: 
Provide support and advice to the team preparing the "Global Development Finance" 
report and prepare individual chapters 
Provide support and advice to the team providing assistance on the management of 
external liabilities. 
Draft policy and research papers dealing with international capital flows to developing 
countries. 
Contribute to ongoing analysis and forecasting of private capital flows. 
Maintain contacts with the academic community and with leading financial sector 
economists. 
Participate in financial sector missions and contribute to financial sector policy 
analysis 
Present the Bank's view on capital flows to various constituencies in industrial and 
developing countries. 


Qualifications: 
Ph.D. or equivalent experience in finance or economics. 
A strong publications record in international finance/economics, monetary economics, 
and related fields. 
At least five years’ experience working on financial sector issues in central, investment 
or commercial banking, academia, ministry of finance/economy, or regulatory 
agencies. Exposure to reform of international capital market regulations and 
institutional development work in developing countries is desirable. 
Excellent writing and communication skills. 
Proven analytical competence in international capital markets and macro-financial 
sector issues 


The World Bank offers an internationally competitive compensation package 


including expatriate benefits. Interested candidates who meet the above criteria 
should send a detailed curriculum vitae, including a list of publications, by May 1, 


1998, to: World Bank Recruitment Unit, Room 85-023, Job Code LSIF, 1818 H Street, 
N.W., Washington, D.C. 20433; Fax (202) 522-2148. Women are encouraged to apply. 


INDIVIDUAL ENERGY COLLECTIVE IMPACT 


Stone & Webster is a leading provider of engineering and consulting 
services to utilities worldwide. Founded in 1889, we have grown to 
become a publicly traded company of more than 8, (00 people, with a 
strong international presence and the longest continually operating 
energy consulting practice in the US. 


Senior Consultants 


To meet its growing portfolio of projects, the Restructuring 
and Privatization Practice of Stone & Webster Management 
Consultants, Inc. has an immediate need for Senior 
Consultants based in Washington, DC to focus on the water 
and energy sectors. The positions entail marketing and 
implementing projects primarily within emerging markets, 
and require skills in regulation, privatization strategy and 
transactions, sector restructuring, institutional development 
and/or tariff analysis and reform. 'rational experience 
would also be valued. The individual should have knowl- 
edge of the international lending agencies, our primary 
client base, and 2-5 years of consulting experience in restruc- 
turing and privatization. An MBA or graduate degree in 
Economics is required. Spanish, French or Asian language 
ability is a strong plus. 


As a member of our team, you will receive a competitive compensa- 
lion pac kage and exciting career opportunities, For more informa- 
tion about Stone & Webster, see our Web Site at www,stoneweb.com. 
Please send resumes by mail to: Stone & Webster Management 
Consultants, Inc., 900 19th Street, NW, Suite 600, Washington, 
DC 20006-2105. No phone calls, please. Only interviewees will 
be contacted. 


Our commitment to equal opportunity/affirmative action 
employment empowers individuais to achieve more. 


A Stone & Webster 
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Will the euro work? E 


curo work? 





Monetary union now seems set to go ahead on 
time. Yet for most participants this is a journey into 
the unknown. Despite the confident predictions of 
many politicians, there has been little attempt to 
examine critically whether economic and monetary 
union (EMU) will succeed or not. 


Now, a new report from the Economist Intelligence 
Unit, Will the euro work?, examines in detail the 
policy choices facing European leaders and shows 
how their decisions will determine whether EMU is 
a success or a failure. 


Take a look into the future of EMU 


Will the euro work? provides a penetrating insight into the key 
decisions that must be taken for EMU to succeed. It takes you 
systematically through the choices now facing governments, 
central banks and the European Commission as they plan a 
smooth transition to the euro. 


On each topic, it cuts through the complex debate to identify the 
critical issues, asks the awkward questions often evaded in the 
past and highlights the key decisions you need to monitor as you 
prepare your organisation for EMU. 


Which individual policies will work—and 
which won’t? 


Will the euro work? takes you through each of the policies 
needed to ensure a successful EMU. It examines, for example: 


e Exchange rates: how stability could be achieved for the euro 
against the dollar, yen and other currencies 


An independent investigation from the Economist Intelligence Unit 








* Fiscal policy: the dangers of 
political pressure for 
relaxation of fiscal 
discipline once the euro 
has been launched 


e The single market: the problems caused 
by separate groups of EMU “ins” and “outs” 


Discover why EMU needs the UK 


Will the euro work? features a special chapter on the critical 
role the UK will play in the transition to EMU as it takes over 
the EU's presidency for the first half of 1998. It shows you how 
the timing of UK entry into EMU will be crucial for the success 
of the whole project, and addresses the question of how the UK 
should prepare, now that entry is the stated aim of UK 
government policy. 


How will EMU look in 10 years' time? 


The report concludes its analysis by showing you how EMU is 
likely to work over the next decade. 


By highlighting the range of possible outcomes, and by 
emphasising the interrelationship of issues, these help you draw 
your own conclusions about EMU—and makes you appreciate 
just how much your future in Europe depends on policy 
decisions that have yet to be taken. 


Published: January 1998 ISBN: 0 85058 998 3 Price: US$245 


Written with the support of: e Prudential 


* Reuters 
e N M Rothschild & Sons 
e Schroders 


e Banca Nazionale del 
Lavoro 
e Deutsche Morgan Grenfell 





Order your copy of Will the euro work? by calling 


and quote reference 3ABRAA 





To order your copy complete your personal details, choose your payment method and post to: The Economist Intelligence Unit 
25/F Dah Sing Financial Centre, 108 Gloucester Road, Wanchai, Hong Kong. Alternatively, you can order by telephone on (852) 2802 7288/2585 3888 
by fax on (852) 2802 7638/7720. or by e-mail at hongkong@eiu.com. Visit our web site at http://www.eiu.com. 
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America's bubble economy 


AC ECONOMIST, it is said, is an expert 
who will know tomorrow why the 
things he predicted yesterday did not happen 
today. So what will be tomorrow's explana- 
tion of why share prices continue to soar to- 
day despite frequent warnings from many 
commentators (including The Economist) 
that Wall Street is overvalued? The most pop- 
ular explanation within America is that it has 
entered a new economic era of faster, infla- 
tion-free growth, and hence stronger profits, 
thanks to new technology and globalisation. 
We beg to differ: America is experiencing a 
serious asset-price bubble. 

This week's spring meetings of the IMF 
and the World Bank were dominated by talks about the 
slump in Japan and how to prevent another financial crisis 
like that in East Asia. These subjects certainly still matter. But 
it is asset-price inflation, especially in the United States, that 
now poses a bigger and more imminent threat to the global 
economy. America’s stockmarket has gained another 15% this 
year, taking its total rise over the past two years to a massive 
65%. This is not the only symptom of a bubble: America’s 
commercial property market is starting to get frothy, and 
mergers are running at record levels (see page 67). Shares 
surged on the news ofthe huge mergers between Citicorp and 
Travelers, BankAmerica and NationsBank, and First Chicago 
and Banc One. Ominously, merger mania is usually associ- 
ated with the final stages of a bull market. 

This talk about a “bubble” may seem odd against the con- 
sensus view that the American economy can look forward to 
many more years of steady, inflation-free growth. The con- 
sumer-price index rose by only 1.4% in the year to March, and 
is widely tipped to remain low, helped in part by a modest 
slowdown in the pace of economic growth as a result of the 
slump in demand in Asia. This is why the Fed has held inter- 
est rates unchanged over the past year. But while inflation in 
the prices of goods and services may be weak, another sort of 
inflation has become rampant. 


The roaring nineties 

Rising asset prices are not necessarily bad. In part, America's 
higher share prices are justified by genuine improvements in 
performance. Deregulation, increased competition, better 
corporate governance, and more prudent fiscal policy have 
all played a part—but only a part. The boom in share prices 
has also been fuelled by excessive monetary growth. Ameri- 
ca's M3 money supply has grown by almost 10% over the past 
year, its fastest since 1985. It is true that real short-term interest 
rates have risen in America as inflation has declined, but if 
calculated using the rise in asset prices rather than consumer 
prices then real interest rates are negative. 
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America’s financial bubble could harm 
its economy in two ways. It might suddenly 
burst, causing financial instability, destroy- 
ing wealth and bringing abouta recession. Or 
asset-price inflation may spread, causing 
over-investment and a consumer-spending 
binge as shareholders spend some of their 
capital gains. The inevitable result would be 
consumer-price inflation. In the late 1980s, 
rapid monetary growth first showed up in as- 
set prices, but it was ignored, and so inflation 
spread. There are already some bad omens. 
Consumer spending is estimated to have 
risen at an annual rate of 5% in the first quar- 
ter ofthis year. There are some signs of a slow- 
down, but with unemployment at its lowest rate for almost 30 
years there is no slack left in the economy to absorb such 
rapid spending growth. 

With hindsight it is clear that the Fed made a mistake in 
not raising interest rates last year to let some air out of the 
bubble. Pricking a financial bubble is a risky business, and it 
is better to act early to prevent one developing. After fretting 
about "irrational exuberance" in December 1996, Alan 
Greenspan then went quiet. This is not to deny that the Fed 
faces a tricky task. It is legally responsible for ensuring price 
stability and full employment. And, since price stability is the 
best way to keep down unemployment, this means that its 
main duty is to watch inflation. But general price inflation 
has been falling, so it is politically hard for it to raise interest 
rates. If, in bursting the bubble, the Fed triggers a recession, it 
will get all the blame. As America's 80m shareholders protest 
about their shrinking wealth, it might not be long before Con- 
gress acts to curb the Fed's power. 

Another problem is the enormous uncertainty about 
when and by how much interest rates need to be raised to cap 
asset-price inflation. There is no way to work out how much 
ofa rise in share prices is justified by better economic funda- 
mentals. As the Fed itself says: "There is no means ofknowing 
beyond question how far this recent rise in stock prices repre- 
sents excessive speculation and how far a readjustment of val- 
ues to increased industrial efficiency]... and larger profits.” 
Actually, it was not Alan Greenspan who said that. This is an 
extract from the Fed's minutes exactly 70 years ago, in 1928, 
on the eve of the Wall Street crash. 

The Fed needs to raise interest rates now. Uncertainty is 
no excuse for Mr Greenspan to sit on his hands. In the late 
1920s the Fed was also reluctant to raise interest rates in re- 
sponse to surging share prices, leaving rampant bank lending 
to push prices higher still. When the Fed did belatedly act, the 
bubble burst with a vengeance. The longer that asset prices 
continue to be pumped up by easy money, the more inflated 
the bubble will become and the more painful the economic 


n 


"ui r ii 


ra 
wr 


"M 1 ee a ee eee i 


Dev. on A ra 
cM ae eee te. > etd m t 


LIU 


w TS ET Ar a "y erat er A 


=< J'EN. yt a" PrE — 
v v dii ^ 


mel rt. FES) 


Weil XT ud "meos Cay TF 


2 M 
^ 


Tome 


"Ae, [oam AW 


LEADERS 


after-effects when it bursts. 

Because the Fed has again left it rather late, it will be hard 
to prick the bubble without risking a recession. If one does 
come, central bankers have at least now learnt to ease mone- 
tary policy, if necessary, to prevent a dramatic crash in share 


prices turning into an economic depression. One way or an- 
other, America's stockmarket is about to play a more impor- 
tant role in America's monetary policy than at any time since 
the 1920s. It would be better if this were to happen sooner 
rather than later. 





Goodbye to all that 


Peace at last looks sustainable in Northern Ireland 


ONY BLAIR spoke of the *hand of history" on his shoul- 

der; euphoric commentators hailed an epoch-making 
breakthrough—if peace in Northern Ireland could be built on 
a wave of superlatives, the "Troubles" would be over. In fact 
the deal, struck over Easter, is far from a guarantee of peace. It 
could indeed begin to unravel this weekend. Both the Ulster 
Unionists, the largest party in Northern Ireland, and Sinn 
Fein, the political wing of the IRA, are holding meetings to 
endorse or reject it. If the Ulster Unionists turn it down— 
which is distinctly possible—the prospects of Northern Ire- 
land's voters supporting the deal in a referendum on May 
22nd will darken considerably. And if Sinn Fein issues an 
outright rejection of the agreement (which is less likely), it 
could signal that the IRA is preparing to go back to war. 

Moreover, behind the immediate political difficulties 
that Northern Ireland's agreement must surmount, lies a 
deeper uncertainty. This was a deal that could only be done 
by allowing both sides to claim victory. Immediately after the 
final, exhausting, negotiating session, David Trimble, the 
leader of the Ulster Unionists, hailed the agreement as one 
that strengthened the union between Northern Ireland and 
the rest of the United Kingdom. Martin McGuinness, Sinn 
Fein's chief negotiator, said that his party would only back the 
deal if it was clear that it moved them “decisively in the direc- 
tion of a united Ireland". Both men cannot be right. The fear 
must be that eventually the incompatibility of the construc- 
tions the two sides are putting on the deal will be impossible 
to ignore, and that Northern Ireland's painstakingly negoti- 
ated new structures will break down. 


Means not ends 


Yet there is cause for hope. For to focus on the fact that the 
ultimate objectives of the two sides are still irreconcilable is to 
miss the point of the settlement. Nobody expected to see Irish 
nationalists suddenly abandon the goal of a united Ireland, 
or to see unionists suddenly lock the Irish republic in a warm 
embrace. The point was not to change the goals of the two 
sides, but to change the means by which they pursue those 
goals. In other words, to take the gun out of Irish politics. 
The reason why this deal really does mark a breakthrough 
is that all parties to it appear—an important word—to have 
accepted non-violence and the principle of consent. And al- 
though in the aftermath of the deal it was the Protestant 
unionists who seemed most unhappy, in a broad historical 
perspective it is the republicans of the IRA and Sinn Fein who 
have made the most significant shift. At long last they seem to 
have accepted that Northern Ireland cannot be forced into a 
united Ireland at the point of a gun. The new agreement en- 
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shrines the principle that the fate of Northern Ireland will be 
decided by the will of the majority of its people. 

The republicans have made this shift for many reasons. 
War-weariness has played its part. Many also believe that in 
time Northern Ireland will have a Catholic majority, who will 
vote to join the Republic (see pages 15-18). Sinn Fein also 
seems to have accepted that, in the short term, it is more im- 
portant to secure gains for their "equality agenda" for Catho- 
lics in Northern Ireland, than to hold out for the distant 
dream of a united Ireland. The agreement prepares the 
ground for far-reaching changes to the policing and the ad- 
ministration of justice in Northern Ireland, and ensures that 
the new Northern Irish assembly will be constructed to en- 
sure that a tyranny of the majority is impossible. 

In return for republicans accepting the principle of con- 
sent, the deal makes concessions to Sinn Fein. Many of these 
are proving hard for unionists to swallow, and are even pro- 
voking gulps in the rest of Britain. The fact that IRA and loyal- 
ist terrorists—many of whom have committed horrible 
crimes—will be released within the next two years strikes 
many as unjust. Further down the road there is the prospect 
that former paramilitaries will be allowed, nay encouraged, 
to join the police. But the prisoner releases will apply only to 
those paramilitaries that maintain their ceasefires. And it is 
future conduct that will now have to count rather than past 
atrocities. The IRA has a brutal, indefensible history but it is 
more than a terrorist movement. Its political representatives 
are getting around 17% of the vote in Northern Ireland. Any 
attempt to bring peace to the province must recognise the po- 
litical and social roots ofterrorism, and reward a new willing- 
ness to abide by the law—if it is sustained. 

But what if terrorism does not end? The likelihood is that 
even if the mainstream of Sinn Fein endorses the deal, dissi- 
dent elements of the IRA and other republican grouplets will 
continue to pursue the goal of a united Ireland through vio- 
lent means. The Protestant Loyalist Volunteer Force is also 
likely to keep up its campaign of sectarian murder. If bomb- 
ings and shootings continue, how can this agreement really 
be said to have advanced the prospects of peace? 

The hope is that if Sinn Fein endorses the peace deal, and 
brings its voters along with it, the remaining terrorists will be 
cut off from any broad, popular base. For many years Britain 
struggled to treat terrorism in Northern Ireland as simply 
criminal violence. The prospect this deal offers is that the 
number of terrorists will now dwindle; and that the remain- 
ing few really can be treated as hoodlums. It will be hazard- 
ous. But so have been the past 30 years. 
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Cleaner energy 


It is political poison, but a carbon tax still makes sense 


EMEMBER global warming? Back in December, the 

threat of climate change was all the rage, and the rich 
countries agreed to cut their carbon-dioxide and other green- 
house-related emissions. Since then, interest has cooled 
markedly, and many European countries are already run- 
ning away from the promises they made so loudly a few 
months ago. But there has been a flurry of talk, and a bit of 
action, to encourage renewable energies such as wind, hydro, 
solar and biomass (see page 57). These emit no greenhouse 
gases, but tend to cost more than coal, oil or gas, which do. 

In principle, supporting renewables is no bad idea. They 
can play a role in keeping the promise to cut emissions. They 
do not besmirch buildings or foul the air (though some be- 
smirch the view). They are a means of diversifying domestic 
energy supplies. And when big oil firms start talking about 
the post-hydrocarbon era, as some have, encouraging alterna- 
tives begins to look like sound planning, not science fiction. 

In practice, though, policy has been a muddle: a hodge- 
podge of subsidies, tax tweaks and regulatory favours. Germa- 
ny’s approach is the most absurd. Consumers pay a manda- 
tory premium on their electric bills to support the 
development of wind power. And they also pay a mandatory 
premium to support the coal industry. 


Renewable revenues too 


The better, simpler idea is to remember that the easiest way to 
reduce something is to tax it—in this case, by taxing the car- 
bon content of power. The dirtier the power, the more tax it 
would pay. So dirty coal would be more expensive than clean 
coal, which would see its price rise in relation to oil, which 
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would be even more expensive compared to gas, which 
would lose some of its price advantage over renewables. 

Unless a carbon tax was so huge as to be economically 
crippling, it would not eliminate the price differential be- 
tween all renewables and fossil fuels. But it would narrow 
that gap, by embedding the differing environmental costs 
into the price—a useful principle in itself. It would also give 
renewable producers a strong incentive to cut costs, and fos- 
sil-fuel suppliers an incentive to scrub their products clean. 

Precedents suggest strongly that a carbon tax would be ef- 
fective. For example, a number of European countries phased 
out dirty petrol by taxing leaded fuel more heavily than un- 
leaded. The Nordic countries have experimented with carbon 
taxes, but undermined their usefulness by exempting energy- 
intensive industries. This is perverse. If the idea is to reduce 
consumption, exempting big consumers makes a nonsense 
of it. But this folly has had the side-effect of proving the im- 
pact of a carbon tax: energy consumption by the exempt in- 
dustries has risen much faster than that of the rest. 

The disadvantage to carbon taxes is political. After almost 
a decade of trying, the European Union gave up an attempt at 
a European carbon tax last year.Germany’s ruling coalition is 
butting heads over a proposed energy tax. In America, politi- 
cians believe that even mentioning the notion is certain 
death. But many of the political objections could be met if a 
carbon tax were offset elsewhere, for example by lowering 
payroll or sales taxes. There is always suspicion when govern- 
ments come up with clever new ways to tax, and rightly so. 
The response to that suspicion should be to win the argu- 
ment, not to abandon it. 





A dockside farewell 


There is no room for old-fashioned union practices in today’s 


forward-looking Australia 


fi MOST people in modern economies, the sight of hun- 
dreds of snarling “wharfies”, as Australian dockers are en- 
dearingly known, linking arms to prevent cargo leaving the 
country’s ports, may seem like a re-run of old newsreels from 
the 1980s. But even Britain’s whingeing Poms have not seen a 
labour bust-up like Australia’s present one since 1986, when 
Rupert Murdoch, then an Australian, helped smash the Brit- 
ish print unions by transferring the production of his news- 
papers to a non-union plant at Wapping in East London. Just 
as that proved to be a turning-point in Britain’s dreadful in- 
dustrial relations, so may Australia’s waterfront battle. 

It certainly has some familiar features. The employers are 
supported by a government that has long had Australia’s re- 
calcitrant unions in its sights. The bosses made secret at- 
tempts to train non-union labour well ahead of the dispute. 
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And the Maritime Union, which has controlled jobs on the 
docks for nearly a century, knows as much about featherbed- 
ding and restrictive practices as about handling cargo. The 
dispute burst on to the streets and into the courts this week 
after Patrick, the company leading the charge, sacked its en- 
tire dockside workforce in favour of non-union labour. 
Patrick’s boss, Chris Corrigan, claims he is no Murdoch. 
He is adamant that he is not part of a union-busting cam- 
paign, simply a desperate businessman trying to improve the 
miserable productivity of the ports he runs. Maybe. But on the 
other side of the picket line Australia’s union leaders now face 
new laws, common nowadays in Europe and America, which 
reduce the power unions have traditionally wielded through 
secondary picketing and sympathy strikes. So, if Patrick wins, 
not only will other port operators in Australia demand 
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greater productivity from their workers, but they may also get 
it without a pitched battle. Australia might then start to shed 
its reputation for antiquated labour practices. 

Yet many Australians still have a soft spot for strong 
unions. The dispute has divided families, including Mr Cor- 
rigan’s: his own brother will no longer speak to him. Nor is it 
the only issue inflaming Australian passions. John Howard, 
the leader of the conservative government, seems determined 
to call a general election, probably in October, because Parlia- 
ment wants to give aborigines more land rights than he does 
(see page 22). Mr Howard evidently thinks that voters will 
back him on both issues, while the Labor opposition will be 
left to defend awkward causes. 

It is a gamble, which turns to some extent on Australia’s 
new identity-in-the-making. Labor has cultivated the new 
mood of independence, campaigning to make the country 
more explicitly a multi-cultural member of the Asia-Pacific 
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region. Next year a referendum will be held to decide whether 
Australia should break its last colonial link with Britain and 
become a republic. Mr Howard, a monarchist, looks out of 
step with his countrymen on this issue. But he may be more in 
tune with them when it comes to aboriginal rights and, espe- 
cially, union power. Australians can be quite conservative in 
some respects, but both royalty and overmighty unions are 
seen by more and more of them as historic anachronisms. 
The process of modernising Australia's unions has been 
under way for some time. In 1983 a dispute involving more 
efficient Maori sheep-shearers from New Zealand helped 
bust union power in the most traditional of all Aussie indus- 
tries. And it was with the support of a Labor government— 
traditionally the unions’ ally—in 1989 that all the domestic 
airlines’ unionised pilots were forced to resign in an effort to 
bring down the absurdly high costs of internal flights. Win or 
lose this time, Australia's wharfies are an endangered species. 





It's good for the Koreas to talk 


But don't expect the talks, if they resume, to get very far very fast 


FTER almost four years of estrangement, even the best of 
enemies might be expected to find something to agree 
on. Not so North and South Korea. Their first government-to- 
government contacts since 1994 broke up this week without 
result (see page 25). That is a pity. Teetering on the edge of 
famine, North Korea desperately needs aid, trade and tech- 
nical expertise (and not just the 500,000 tonnes of fertiliser it 
has demanded from South Korea), if it is to halt its economic 
decline. South Korea was hoping new talks might range from 
the reunification of divided families to broader political con- 
tacts. And without a lessening of hostility across the world's 
most heavily fortified border, efforts to negotiate a peace 
treaty for the peninsula and to bribe North Korea into giving 
up its nuclear weapons ambitions may come to naught. 

Given the bad blood between North and South Korea, is it 
not encouraging that the two sides met at all? This week's talks 
stumbled at what may seem a trivial point—whether fertiliser 
aid to boost North Korea's harvest should precede (as North 
Korea wants) or accompany (as South Korea insists) talks on 
other issues. Yet in reality the gap between the two is a chasm. 
Bridging it will require efforts by both sides. That is why 
South Korea is right to stick to the principle it laid out this 
week: that one Korean good turn deserves another. 

This is something North Korea's leaders, intent only on 
their own political survival, are loth to concede. They point to 
North Koreans’ needs, which are great. Many people are mal- 
nourished and some have died from famine-related illnesses 
in the past three years, as drought and floods have added nat- 
ural calamity to the man-made disaster of mismanaged farm- 
ing. It would almost be a kindness to nudge North Korea's 
bankrupt regime to collapse, and so curtail the miseries of its 
24m people, were it not for the risk that a collapsing North 
might lash out militarily at South Korea. So the outside world, 
South Korea included, has instead pumped in roughly 1m 
tonnes of emergency food aid in the past year. As much, and 
more, will be needed this year. Yet helping North Korea is not 
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easy either: it still refuses to let UN monitors check properly 
that food is getting to the mouths it is intended for. 

Distaste for the regime in the North, and a history of bro- 
ken promises, makes South Korea understandably reluctant 
to go much beyond such emergency food aid, until North Ko- 
rea shows itself genuinely interested in improving ties. Yet, if 
it were ready to do so, this would be a safer time than most for 
North Korea to start a dialogue with the South. 

The four-party talks on a peace treaty are being refereed by 
America and China, and neither wishes to see a sudden 
North Korean collapse. South Korea, the only country able— 
and, perhaps, willing—to mount a rescue of the North, has a 
flexible new president, Kim Dae Jung, who is prepared to set 
aside unrealistic but threatening-sounding demands for 
unification in the interests of practical progress. Yet Mr Kim’s 
room for manoeuvre is limited: he heads a minority govern- 
ment in troubled times. Ordinary South Koreans are more 
worried about their own future than about North Korea (in a 
perverse way, another reassurance to the North that it is safe 
to talk). Reciprocal humanitarian gestures from North Ko- 
rea—allowing postal and telephone contacts and reuniting 
families—would show that talks could benefit both sides. 


An opportunity likely to be missed 

In desperation, North Korea may yet return to the negotiating 
table, as it says it will one (unnamed) day. Yet the weakness of 
its regime—seeing danger in even limited family contacts— 
suggests that talks, if they resume, will be arduous at best. That 
means they will also be too slow to generate the trust needed 
to negotiate a peace treaty any time soon; too slow to give 
confidence that the North will give up its nuclear secrets, as it 
has promised to do within a few years, in return for two west- 
ern-designed nuclear reactors (paid for mostly by South Ko- 
rea and Japan); so too slow, in other words, to make prospects 
for peace on the peninsula seem anything but bleak. 
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NORTHERN IRELAND 





From process to procession 


Why peace is now possible 


qu exhaustion that set in among nego- 
tiators as they struggled through their fi- 
nal 48-hour session to secure a peace agree- 
ment was only too apt. Any attempt to 
explain why peace may now be possible in 
Northern Ireland must start with sheer 
weariness. Over 3,600 people have died 
during the 30 years of what are euphemisti- 
cally known as “the Troubles"—the vast 
majority of them civilians. Even former 
bombers and gunmen, on both sides of the 
sectarian divide, seem to have concluded 
that violence was getting nowhere. One se- 
nior member of the IRA remarks that when 
the Troubles began, “I was in my early 20s, 
I'm in my late 40s now, and I've been to too 
many funerals." 

All the main elements in the deal were 
long predicted. Changes will be made in 
British law and in the Irish Republic's con- 
stitution to enshrine the idea that the fate of 
Northern Ireland can be decided only by 
the votes of its people. A new legislature 
will be set up, constructed in such a way as 
to ensure that the Protestant majority can- 
not ride roughshod over the Catholic mi- 
nority. Cross-border structures to create 
links between northern and southern Ire- 
land will be created. And a British-Irish 
council is to be set up to create links be- 
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tween Ireland and all parts of the United 
Kingdom, including Wales and Scotland. 
To reach this agreement, all sides to the 
conflict have had to shift from long-cher- 
ished positions. Perhaps the most signifi- 
cant shift has come within the “republican 
movement” in the North. The IRA and Sinn 
Fein, its political wing, have had to accept 
an agreement that falls far short of their tra- 
ditional goal of a united Ireland. In its 
stead they have got institutional links with 
the Irish Republic, which they hope can be 
developed in such a way that the two parts 
of Ireland grow together. They also believe 
that the Northern Irish assembly will be 
sufficiently checked and balanced to pro- 
tect Catholics. All decisions will have to be 
supported by a majority of both Protestant 
unionist and Catholic nationalist repre- 
sentatives, Sinn Fein's share of the nation- 
alist vote is bound to ensure it at least one 
seat on the assembly's executive. 
Paradoxically, although the agreement 
ensures that the union with the United 
Kingdom will be preserved so long as a ma- 
jority of Northern Irish voters want it, it is 
the unionist parties which are most un- 
happy about the deal. They still regard Sinn 
Fein as a front for terrorism and are ap- 
palled by the prospect of sitting around a 


cabinet table with its representatives. The 
unionists also know that, whatever the 
agreement says about the *decommission- 
ing of weapons", there is no real guarantee 
that IRA arms will soon be handed in: and 
they are appalled that IRA murderers will 
be released from prison within two years. 
Radical reforms of policing have also been 
outlined, including the possibility of re- 
gionally based forces made up, in part, of 
former paramilitaries. Many unionists also 
remain deeply suspicious that the north- 
south bodies are a precursor of unification. 

The fact that the Ulster Unionist Party, 
the biggest unionist group, signed up to the 
deal despite all this was a tribute to the will- 
ingness of its leader—David Trimble—to 
take a risk. But it also reflected the intense 
British pressure put on the uur. As John 
Taylor, the vur's deputy leader, explained, 
to reject the deal would have left the party 
almost completely isolated within British 
politics. Even now the agreement may be 
imperilled if the vuur's ruling council re- 
jects the deal in a special meeting on Satur- 
day April 18th. But the best bet is still that a 
breakthrough has indeed been achieved. 
The question is, why now? 


History's hand 


War-weariness has been crucial to this lat- 
est attempt to end the conflict, but it is not 
the sole explanation. To reach an agree- 
ment all four major parties to the conflict— 
the British and Irish governments, and the 
nationalists and unionists within North- 
ern Ireland—have had to shed traditional 
attitudes and analyses. 

Although official rhetoric in Britain has 
tended to stress the IRA's role as a terrorist 
organisation, there was recognition long 
ago that peace in Northern Ireland had to 
be founded on a new political settlement. 
In recent years, there has also been a grow- 
ing acceptance that any deal should in- 
clude Sinn Fein. Any party capable of get- 
ting 17% of the vote could not be dismissed 
simply as a criminal gang. British politi- 
cians entered the negotiations knowing 
that their own public is open-minded 
about how to achieve peace. A MORI poll in 
1997 found that 51% of British people 
thought Northern Ireland “should become 
independent from the United Kingdom", 
and a further 19% said they felt agnostic 
about it. 

Attitudes to Northern Ireland in the 
Irish Republic have also changed as the 
country has become more prosperous, self- 
confident and integrated into Europe. 
Mainstream politicians there long ago 
stopped regarding the "reclaiming" of 
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Northern Ireland as the holy grail of 
Irish politics, and began to see the 
North as an irritant, and a potential 
source of violence. While most Irish 
citizens retain a basic sympathy for 
nationalist goals, a distaste for IRA 
violence has grown steadily. The 
fruit of this is the Irish government's 
agreement to amend its constitution 
to remove Ireland's territorial claim 
to the North. 

Successive Irish governments 
have looked to John Hume, the lead- 
er of the non-violent nationalist So- 
cial Democratic & Labour Party 
(spLP) in the North, to guide them 
through the thicket of northern poli- 
tics. It was Mr Hume’s decision to 
open a dialogue with Sinn Fein in 













1993 which may come to be seen as Source: Northern Ireland Office 


the turning-point. It was largely at 

his urging that the Irish, British and Ameri- 
can governments were prepared to take the 
risk of talking to the IRA. And Mr Hume's 
discussions with Gerry Adams, the leader 
of Sinn Fein, also helped to push along 
changes in IRA thinking that had been ges- 
tating since the mid-1980s. 
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Mr Hume has long argued that the 
bluntness of the old distinction, between a 
united Ireland and the union of Northern 
Ireland with the rest of the United King- 
dom, needed to be blurred. Instead, he said, 
the key was to shape new relationships: be- 
tween unionists and nationalists, north 









and south, London and Dublin. 

But to succeed, this approach not 
only needed the unionists to play 
along—it also needed an IRA renun- 
ciation of violence. Mr Hume's alli- 
ance with Mr Adams reinforced Mr 
Adams's own efforts to move Sinn 
Fein and the 1RA towards politics 
and away from violence. This shift 
within the republican movement 
was fostered by a combination of Mr 
Adams's persuasion, the republi- 
cans' awareness of their unpopular- 
ity within the very republic they as- 
pired to join, and war-weariness. 

The growing strength of Catholic 
nationalism at the ballot box also 
strengthened the case for taking the 
political route. At the latest election 
the combined spip and Sinn Fein 
vote made up 38% of the total, a fig- 
ure close to the Catholic share of the popu- 
lation. Not the least factor in nationalist as- 
sertiveness is the recognition that a once- 
solid unionist majority has shrunk to a 
much smaller margin (see chart). 

That made it first thinkable, then the or- 
thodoxy, to push for equality inside North- 
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1967: Catholic families squat in newly- 
built council housing, marking the begin- 
ning of a popular civil-rights movement. 
1968: A banned civil-rights march in Lon- 
donderry is baton-charged by police. 
1969: Rioting in Belfast and London- 
derry; Catholic/police/sectarian clashes, 
homes burned. Troops brought in. 

1970: The terrorist war gets going as IRA 
mobilises. Twenty-eight people die, four 
_ during an army search for weapons in 
. Belfast's Falls Road. 

| 1971: 184 die as IRA shoots soldiers, and 
bombs Protestant districts, installations 





and commercial targets; loyalists bomb 
Catholic pubs. Internment introduced; 
342 arrested in raids in Belfast. 

| 1972: The worst year, with 497 deaths, 80 
in July alone. In January, on “Bloody Sun- 

| day”, soldiers fire on a banned anti-in- 
ternment march in Londonderry, killing 
13. In March, Northern Ireland's Stor- 
mont parliament is replaced by direct 
rule from London. In July, on *Bloody Fri- 
day", 22 IRA bombs explode inside 75 
minutes at shops and a bus depot. 
1973: The first attempt to devise a new 
political structure for Northern Irleand, 
based on power-sharing, is agreed at 
Sunningdale, in December. 
1974: The power-sharing executive is 
brought down in May by protest strikes 
by Protestant unions, paramilitaries and 

| politicians. Direct rule is resumed. Loyal- 


Thirty troubled years 


ist bombs kill 33 in Irish Republic. 

1979: IRA kills 18 soldiers in landmine 
and shooting attack at Warrenpoint, and 
IRA bomb on boat off the Sligo coast kills 
Lord Mountbatten with four others. 
1981: Ten republican prisoners starve 
themselves to death in support of their 
demand for political status. One, Bobby 
Sands, had been elected as Sinn Fein's 
first MP. 

1984: IRA bombs Grand Hotel during 
Conservative Party conference in Brigh- 
ton, killing four. 

1985: Margaret Thatcher and Garret Fitz- 


C Civilians 

C UDR (local army reservists) 
EEUU Army 
GB RUC (police) 
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Gerald sign Anglo-Irish agreement giving | 
Irish government consultative rights in 
Northern Ireland. 


1990: Secretary of State Peter Brooke says 
Britain has no selfish economic or strate- 
gic interest in Northern Ireland and 
would accept unification by consent. 
1991: IRA launches mortars at 10 | 
Downing Street during cabinet meeting. 
1993: SDLP leader John Hume and Sinn 
Fein's Gerry Adams assert right to “na- | 
tional self-determination of Irish people | 
as a whole". "Downing Street Declara- 
tion" by John Major and Albert Reynolds 
says the Northern Irish will decide their | 
future and demands that the IRA re- | 
nounce violence. 

1994: IRA ceasefire announced. Loyalist 
paramilitaries also call a ceasefire. | 
1995: The start of talks is delayed while | 
Tories and unionists demand “decomm- | 
issioning” of paramilitary weapons. 
1996: A report by Senator George Mitch- 
ell proposes decommissioning be “ad- 
dressed” during talks and participants 
make a commitment to non-violence. 
The IRA breaks its ceasefire, bombing Ca- 
nary Wharf in London and Manchester 
city-centre. In elections for the talks, Sinn 
Fein gets its highest-ever vote. 

1997: Tony Blair visits Northern Ireland 
two weeks after election victory. IRA re- 
news ceasefire and in September Sinn 
Fein enters talks. 

1998: The talks conclude with an inten- 
sive 48-hour session at Stormont. Agree- 
ment is reached. Peace? 
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Business success 
means being in the right place 
at the right time. 


j In today's volatile business environment, 


success depends on strategic location 
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ern Ireland with links to the republic in 
place of the old, bloodstained dream of 
unification. The notion that unification 
will be achieved eventually has been kept 
alive by the hope that demographic trends 
within the North favour nationalists. In the 
late 1960s the population was about one- 
third Catholic and two-thirds Protestant. 
But the 1991 census revealed that the Catho- 
lic proportion of the population was now 
43% and rising. The majority of school-chil- 
dren in Northern Ireland are now Catholic. 

Some argue that within ten years there 
will be a Catholic majority in the north. But 
the birth rates of the two communities are 
now converging, and most demographers 
think that the majority will probably stay 
narrowly Protestant for quite some time. 
Still, whether politics will continue to be di- 
vided along crude sectarian lines remains 
open to question. For the achievement of a 
blueprint for peace also required shifts 
within unionism. 

As nationalists have grown stronger 
and more cohesive, so unionists have 
splintered. The 72-year-old Reverend lan 
Paisley, the leader of the one big political 
party to refuse to take part in peace talks, 
continues to hold many would-be moder- 
ates in check. Against his tirades, the wider 
Protestant community has often seemed 
voiceless and unnerved. Statements of sup- 
port for compromise from church and 
business leaders tended to be equivocal, 
and were virulently denounced by the en- 
tire range of unionist leaders. 

Most unionists have changed covertly: 
in particular, businessmen hinted at their 
feelings by lamenting the economic effects 
of clashes over Orange parades, and urging 
greater cross-border co-operation. The only 
voices willing to call unequivocally for in- 
volvement in the peace process have, para- 
doxically, been those of the Protestant 
“men of violence"—loyalist paramilitaries. 
They called a 1994 ceasefire in response to 
that of the IRA, and through their tiny front 
parties argued for compromise. 

The rest ofunionism lagged behind, but 
it moved nonetheless. Without ever openly 
declaring a shift in thinking, Mr Trimble 
kept his party in the talks, even when Sinn 
Fein joined in. He maintained communi- 
cation over the past year with Ireland's 
prime minister, Bertie Ahern, and devel- 
oped a good relationship with Tony Blair. 

When colleagues panicked at the last 
minute, Mr Trimble held the line, or was 
held to it by Mr Blair. Mr Trimble, who was 
elected party leader in September 1995 as a 
hardliner because he repudiated a compro- 
mise between Orange marchers and Catho- 
lics, must now go back this April 18th to the 
body which chose him to urge acceptance 
of a compromise. 

Mr Trimble's position within his party 
has always been insecure. None of his West- 
minster colleagues voted for him in the 


18 


leadership contest in 1995: four stood 
against him. If this Saturday's meeting in 
Belfast of the 800-strong (and elderly) Ul- 
ster Unionist Council rejects the deal, it 
will demolish Mr Trimble's leadership. 
That would launch an inter-unionist battle 
of the most savage and damaging kind. 

Mr Trimble's best hope is that the silent 
unionist mass has indeed been hoping all 
along for agreement, but has been deterred 
by the spectacle of assertive nationalism. 
The forces bearing down on unionism are 
many and strong: two governments, public 
opinion in Britain, the Irish republic and 
abroad, and the party leadership. Together, 
they should just carry the day. 

As for Sinn Fein, which holds its own 
meeting in Dublin this weekend, Gerry Ad- 
ams and those around him seem fairly cer- 
tain they can deliver their supporters when 
Northern Ireland holds a referendum on 
the agreement on May 22nd. There has 
been no overt Sinn Fein triumphalism. 
That would hardly be appropriate, given 
that the structures set up by the agreement 
are the palest shadow of once non-negotia- 
ble republican demands. And the republi- 
cans must now change their own rules, so 
that they can take part in the proposed new 
northern assembly. That means open rec- 
ognition of Northern Ireland's continued 
membership of the United Kingdom, for as 
long as it has a unionist majority. 


Will the agreement stick? 


Even if the deal survives this first turbulent 
week unscathed, the next year will be deci- 
sive. Several armed republican groups—the 
Continuity IRA, the INLA and an unnamed 
éroup associated with a few Sinn Fein dissi- 
dents in the 32-county sovereignty commit- 
tee—have opposed the entire ceasefire and 
talks process. Their violence may well con- 
tinue or even increase, as may that of the 
Loyalist Volunteer Force. The LvF consists 


Now we'll see, says Trimble 


of deserters from the main loyalist groups. 
They accuse the political parties associated 
with the paramilitaries of selling out, and 
voice support for Mr Paisley. 

But a case can also be made for cautious 
optimism. The Lvr, like the republican 
groups, is outnumbered by the paramil- 
itaries who have opted for negotiation. If 
this agreement can bed down, if prisoners 
from paramilitary groups willing to pre- 
serve the ceasefire are steadily released, 
then in time violence may indeed wither as 
the rejectionists see only more isolation 
and lengthy jail sentences ahead. 

Calculation of nationalist voting 
strength, plus that of the small cross-com- 
munity Alliance Party (6%-plus of the vote), 
plus at least a goodly section of the vus, sug- 
gests that, unless the atmosphere is once 
more soured by widespread violence, the 
referendum should pass. The subsequent 
assembly elections will be rough. If Mr 
Trimble’s party does begin to fracture in the 
next few days, there may be a new coalition 
of anti-agreement unionism. But the pic- 
ture is not uniformly cloudy. The UUP 
rebels are an unimpressive bunch, lacking 
anyone of leadership potential. The most 
likely beneficiary of splintering would be 
Mr Paisley—but he is now pretty elderly, 
and weaker than he was. 

If Northern Ireland gets through the ref- 
erendums and the assembly elections, then 
the hard work will begin in earnest. Any 
agreement which attempts to split power 
and sovereignty in new ways has the poten- 
tial to be unstable. The fact that neither 
unionists nor nationalists have had explic- 
itly to renounce their long-time goals is the 
basis for the deal—but is also the fact which 
could eventually cause it to unravel. The 
best hope for the agreement is that all sides 
must know that the only real alternative to 
this settlement is more conflict and blood- 
shed. But then they knew that before. 
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An agreement intended to 
bring peace to Northern Ire- 
land will create a new assem- 
bly for the province and insti- 
tutional links between 
northern and southern Ire- 
land. All sides agreed that the 
unification of Ireland could 
be achieved only on the basis 
of consent. Early opinion 
polls suggest that over 70% of 
Northern Ireland's voters will 
endorse the deal in a referen- 
dum on May 22nd. 


Communist Party members, 
who make up the biggest 
block in Russia's lower house 
of parliament, the Duma, 
said they would continue to 
vote against Sergei Kiriyenko, 
President Boris Yeltsin's 
nominee for prime minister. 


Andrei Nikolaev, a former 
general who commanded 
Russia's border guards, and 
who might run for president 
in 2000, won a by-election 
for a seat in the Duma. 


Turkish generals said they 
had captured a top guerrilla 
leader of the separatist Kur- 
distan Workers Party in à 
raid into northern Iraq. 


In a budget for 1999, Swe- 
den's Social Democratic gov- 
ernment, which faces an elec- 
tion in September, said that 
unemployment would fall by 
half, to 495, by the end of 
2000. It also predicts a bud- 
get surplus by next year. 


Romania's parliament voted 
to back a new government 
under Radu Vasile and ap- 
proved his plan for faster eco- 
nomic reform. 
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Doctors declared the condi- 


| tion of the Czech president, 





Vaclav Havel, to be “critical” 
after he suffered a perforated 
intestine while on holiday in 
Austria. But he seemed to be 
recovering after an operation. 


The Union for French De- 
mocracy, a part of France’s 
last conservative government, 
fell into greater disarray 
when two founding members 
resigned in protest against 
the expulsion from the party 
of three regional leaders for 
doing deals with the far-right 
National Front in order to 
stay in power. 


Summiteering 


Leaders of 34 countries as- 
sembled in Santiago, in 
Chile, for the second Sum- 
mit of the Americas. Bil! 
Clinton was going without 
fast-track authority to negoti- 
ate free trade. Canada, which 
will chair the first 18 months 


| of the negotiations, urged oth- 


ers to press on regardless. 





President Clinton’s budget 
director, Franklin Raines, re- 
signed to return to the private 
sector. He was succeeded by 
his deputy, Jack Lew. 


A Paraguayan who mur- 
dered a Virginian woman in 
1992 was executed by lethal 
injection, despite appeals 
from the government of Para- 


| guay, the International Court 
of Justice and America's own 


secretary of state. 


| At least 38 people died as tor- 
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, nadoes struck Mississippi, 


Alabama and Georgia. 


| 1980s, went on trial for refus- 
ing to testify to the Truth and 
Reconciliation Commission. 


A committee of the provincial | 


legislature suspended General 
Antonio Bussi as governor of 
Argentina's Tucuman prov- 
ince. Governor there in "dirty 
war" days, he was elected to 
the same job in 1995, but was 
recently found to have a se- 
cret Swiss bank account. 


Mexico expelled a dozen for- 
eigners who, the government 

said, had been meddling po- 

litically in Chiapas state. 


Two sides 


The International Atomic En- 
ergy Agency reported that 
Iraq had "satisfactorily com- 
pleted its undertaking to pro- 
duce a consolidated version 
of its full, final and complete 
declaration of its clandestine 
nuclear programme." How- 
ever, a report by non-nuclear 
weapons inspectors sounded 
a warning note about Iraq's 
compliance on the inspection 
of "presidential" sites. 


A report by a former Dutch 
foreign minister, Max van der 
Stoel, to the UN Human 
Rights Commission describes 
Iraq's regime of terror and 
estimates that it has executed 
1,500 people in the past year, 
mainly in a “prison-cleans- 
ing" campaign. 


Gholam-Hossein Kar- 
baschi, Tehran's reforming 
mayor, was released on bail. 
His arrest by conservatives on 
corruption charges had 
caused widespread unrest. 


Algerian newspapers re- 
ported the arrest of officials 
and pro-government militia- 
men in western Algeria on 
suspicion of killing civilians 
over the past six years. Almost 
100 people died violently in 
the first week of April. 


P.W. Botha, who was South 
Africa's president in the 











Ex-President Joseph Momoh 
of Sierra Leone and 13 others 


| went on trial for treason. 


Remnants of the military re- 
gime which was overthrown 
by the Nigerian-led West Afri- 
can force in February are 
putting up fierce resistance in 
the east of the country. 


Power cut 
Pol Pot, leader of the Khmers 


, Rouges during their 1975-79 


reign of horror in Cambodia, 
in which some 2m people 
died, was himself reported to 
be dead. 


Enron withdrew from a pro- 
ject to build a $6 billion hy- 
dro-electric power plant in 
Nepal, fearing a fall in de- 
mand for electricity as a re- 
sult of Asia's economic prob- 
lems. The American firm 
continues to invest in India. 


North and South Korea 
met in their first direct talks 
since 1994, but failed to agree 
over the provision of fertiliser 
and food aid. 


Australia faced its worst in- 
dustrial dispute for years as 


| government and employers 


sought to break trade-union 
power in the docks. 
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Brunei was badly affected as 
fires in Indonesia, started to 
clear land, once again spread 
acrid smoke across South- 
East Asia. 
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Looking to Japan 


The mF and the World Bank, 
in Washington for their 
spring meeting, had two 
main items on their agenda. 
The first was strengthening 
the global financial system in 
the aftermath of the Asian 
crisis; the second was per- 
suading Japan to pull itself— 
and the region—out of the 
economic mire. The IMF's 
twice-yearly outlook, like the 
OECD's last week, forecast a 
worldwide slowdown. 
Growth in 1998 would rise by 
3.1%, with stagnant output in 
Japan, and sharp downward 
revisions in East Asia. 





Japan’s current-account sur- 
plus nearly doubled in Febru- 
ary, year on year, to ¥1.67 tril- 
lion ($13.2 billion), as weak 
consumer demand brought a 
17% drop in imports. Growth 
in exports, the economy’s 
main prop, slowed to 2.1%. 
Stung by criticism at home 
and abroad, the government 
provided a little more detail 
of its ¥16 trillion package to 
stimulate the economy. Some 
¥10 trillion would be new 
money; some of that would 
be in the form of (temporary) 
tax cuts. 


The chips are down 


Weak demand from personal- 
computer customers brought 
a 36% drop in first-quarter 
profits at Intel, the world’s 
biggest chip maker, to $1.3 bil- 
lion. The drop was expected 
to be sharper, but Intel pre- 
dicted that the second quarter 
would be much the same, if 
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not worse, and said it would 
cut 3,000 jobs, around 5% of 
its workforce. Meanwhile, 
Apple Computer did better 
than expected for the second 
quarter in a row, notching up 
growing sales of Macintosh 
computers running on the 
new G3 processor. 





The wet-shaving wars took a 
deadly new turn. Gillette un- 
veiled the Mach3, the long- 
awaited $5, three-bladed, 

spring-loaded successor to the 
highly successful but merely 
two-bladed SensorExcel. 
Development will have cost 
not far off $1 billion by the 
time the razor hits the shelves 
in a few months. 


Cendant, one of America’s 
largest direct-marketing com- 
panies, announced that it 
had uncovered irregularities 
that would compel the com- 
pany to lower its 1997 earn- 
ings by $115m. 


Michael Ovitz, once Holly- 
wood's most powerful agent 
and ousted head of Walt Dis- 
ney, is investing $20m in 
Livent, a loss-making theatre- 
production company based 
in Toronto. 


The price of palladium, a 
precious metal used in car 
catalysts, dentistry and mo- 
bile phones, among other 
things, shot up by 10% to an 
18-year high, making it more 
valuable than gold for the 


first time since the mid-1970s. 


Otis Elevator, the world's 
biggest maker of such things, 
is restructuring and cutting 
2,000 of its 68,000-strong 


| workforce after demand in 


Asia plummeted. 


Mitsubishi Chemical took 
full control of its three polyes- 
ter-film joint ventures with 
Hoechst of Germany for an 
undisclosed sum, a move that 
should make the Japanese 
group second only to Du Pont 
in the field. 


Robert Crandall, the com- 
bative boss of American Air- 
lines, is to leave the company 
he ran ruthlessly for nearly 
two decades. 


Letting go 


The French government 
moved ahead with plans to 
form a defence-electronics al- 
liance by merging the rele- 
vant units of several compa- 
nies with the industry's giant, 
Thomson-CSF, in a complex 
cross-shareholding deal, and 
reducing its own stake in 
Thomson to just below 50%. 
The deal will do little to ad- 
vance the cause of pan-Euro- 
pean consolidation. 


The planned sell-off of 
Eletropaulo, the giant elec- 
tricity company of Brazil's 
Sao Paulo state, flopped. No- 
one bid for its transmission 
subsidiary, or for one of its 
two distributors; the second 
went to the only bidder 
(Light, of Rio, already 
privatised) for the minimum 
$1.78 billion. 





The long-running saga of Kia 
Motors, South Korea's 
stricken car maker, took an- 
other twist. After months of 
bankruptcy protection, a 
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court placed it under formal 
receivership, freezing debt re- 
payments. Kia's unions, fear- 
ing that this was the first step 
to auctioning the firm off, 
went on strike. But the new 
court-appointed manager 
says he intends to restructure 
the firm, not sell it. 


Bonding 


US banks 
Assets, Dec 31st 1997, $bn 





Hot on the heels of Travelers 
and Citicorp, a mega-mar- 
riage between an insurer and 
a banker, come two more 
huge American mergers in 
the consolidating financial- 
services industry. 
BankAmerica and Nations- 
Bank will overtake Citicorp 
and Chase Manhattan to be- 
come America's biggest—and 
most nationwide—bank in a 
$133 billion deal. And, in a 
$72 billion marriage, Banc 
One and First Chicago will 
become the mid-west's biggest 
bank and the country's largest 
issuer of credit cards. 


More banking consolidation 
in Europe. In Italy, Credito 
Italiano is to merge with 
Unicredito, which owns three 
savings banks, to form the 
country's second-largest bank 
by assets. In France, the gov- 
ernment is selling a 67% stake 
in CIC to Crédit Mutuel for 
FFr13.4 billion ($2.2 billion). 


Three Wall Street firms, 
Merrill Lynch, PaineWebber 
Group and Donaldson, Luf- 
kin & Jenrette, all declared 
record first-quarter earnings, 
sending their shares in a 
merger-hungry market to 
record highs as well. 
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ASIA 


Japan's inconspicuous 


consumption 


TOKYO 


There are a lot of good reasons why Japan’s consumers are on strike 


OOR Ryutaro Hashimoto. Japan’s 

prime minister must feel that the world 
is against him. Under increasing pressure 
to resuscitate his country’s moribund econ- 
omy, he announced a stimulus last month 
worth some Y16 trillion ($124 billion). But it 
lacked details, not least about how much 
would be new money and what it would be 
spent on: public works or, what most econ- 
omists and foreigners would prefer, tax 
cuts. This month Mr Hashimoto said the 
real extra money would amount to some 
¥10 trillion—about 2% of Gpp—and would 
include some ¥4 trillion in income-tax 
cuts. People are still unhappy. 

Robert Rubin, America's treasury secre- 
tary, is one of them. He says more steps will 
be needed. On April 13th, the umr’s chief 
economist, Michael Mussa, added to the 
gloom by predicting that Japan's economy 
would still struggle to grow at all this year. 
As if in confirmation, the Bank of Japan re- 
leased its bleakest economic assessment 
yet. Growth in net exports, the economy's 
main support, had slowed, it said. And all 
other indicators, including consumption, 
spending on new houses, industrial pro- 
duction, employment and incomes, were 
weak. So worries that Japan was not doing 
enough to boost its economy continued to 
exercise the minds of those attending the 
G7 finance ministers' meeting on April 16th 
in Washington. But what can the Japanese 
government do to get companies to invest 
and consumers to start spending? 

Since it accounts for nearly 60% of GDP, 
consumption could be a mighty engine of 
growth. But Japanese consumers—no mat- 
ter what a brief stroll in Tokyo's Ginza 
shopping district may suggest—are saving 
more and spending less. In March, sales at 
department stores, for instance, fell by 21% 
compared with the previous year. Admit- 
tedly, in the previous March shoppers had 
been out in force to beat a new consump- 
tion tax. But even when that is taken into 
account, households are still spending less 
than a year ago. 

The main reason is that most Japanese 
are justifiably worried about losing their 
jobs. In the past, rather than being laid off, 
surplus workers in Japan have tended to be 
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kept on in redundant jobs. That can con- 
tinue only for as long as the company sur- 
vives. Nowadays, with big debts and dis- 
mal profits, increasing numbers of 
Japanese companies are going bust. In the 
year to the end of March a record 17,500 
went bankrupt, according to Tokyo Shoko, 
a research firm. It expects a new record to be 


set this year. Worse still, the number of 
bankruptcies now exceeds the number of 
firms starting up. 

Small wonder that the unemployment 
rate has crept up to 3.6%, another record, 
and is likely to rise further. And the safety 
net is flimsy: those who lose their jobs can 
expect only about half their final total pay, 
and then only for 90 to 300 days, depend- 
ing on their length of service. 

Even those still in work are finding the 
value of their wages falling. In 1997, total 





wages (which include bonuses and over- 
time) rose by 1.7%. With profits declining, 
companies are cutting back on overtime 
(which represents about 10% of total wages) 
and bonuses (about a quarter). In February, 
wages shrank by 2% after adjustment for in- 
flation. This worries householders with a 
mortgage. Despite Japan's low interest 
rates, mortgages already eat up some 8% of 
personal disposable income. 

Then there is the worry about savings. 
In theory, with a monetary policy as loose 
as Japan's and interest rates close to zero, 
people should be easily encouraged to 
spend. But many know they must rely on 
their savings for retirement, not least be- 
cause on present trends there will not be 
enough in the public kitty to provide to- 
day's workers with pensions. 

The government could, of course, 
cut income taxes to put more money 
into people's pockets. In February, 
temporary income-tax cuts worth 
some Y2 trillion were brought in. Yet 
consumption still fell. Mr Hashi- 
moto now proposes another Y2 tril- 
lion of cuts for this year, and suggests 
that this February's “temporary” cut 
is continued next year. As much of 
the extra money from previous tem- 
porary tax cuts was saved and not 
spent, the same thing is expected to 
happen again. The cuts might be 
more effective if they were made per- 
manent, as Mr Rubin and others 
have suggested. But the evidence is 
unclear. 

Perhaps cutting Japan's high cor- 
porate taxes would work better, al- 
lowing firms to make bigger profits 
and thus preserve or create jobs. The 
problem is that the tax base is nar- 
row: two-thirds of Japanese compa- 
nies pay no taxes at all. In return fora 
dramatic cut in corporate taxes, the 
Ministry of Finance would probably 
insist on broadening the tax base. 
That would be politically awkward: 
it would hit small and medium- 
sized companies, which make gener- 
ous contributions to the ruling party. 

So that leaves yet more spending on 
public works. It would give Japan's econ- 
omy a short-term boost, but when the 
money was finished the economy would 
again run out of steam. Perhaps the govern- 
ment should accept the inevitable—a reces- 
sion. That may be the only thing to jolt the 
Japanese economy enough to make the 
government and companies tackle the 
spring clean that is so desperately needed. 
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Australia 


Trouble on land and sea 


SYDNEY 


Amid a war on the docks and a row over aboriginal land rights, the prime 
minister may call an early general election 


T ALL seems a long way from the “com- 

fortable and relaxed” country that the 
Australian prime minister, John Howard, 
promised the voters when he was elected 
two years ago. The docks are a battleground, 
and land rights have become the big issue 
in parliament. 

The battle for the control of the docks 
started on April 7th, when Patrick, Austra- 
lia’s second-biggest cargo-handling com- 
pany, sacked its entire complement of 
1,400 stevedores. Next morning Austra- 
lians awoke to newspaper and television 
pictures of tough-looking guards with dogs 
guarding the docks. Since then, Patrick has 
replaced the dockers, all of whom belong to 
the Maritime Union of Australia, with con- 
tract non-union workers and thrown itself 
into the biggest industrial showdown the 
country has seen in years. 

The dispute is more than that. It has be- 
come a test of the credibility of Mr How- 
ard’s conservative ruling coalition. The gov- 
ernment is supporting Patrick’s move to 
break the power the union has held over 
Australia’s waterfront for almost a century. 
Mr Howard has described the swift and 
clinical dismissal of Patrick’s unionised 
workforce as “a defining moment in Aus- 
tralian industrial-relations history”. He 
may well be right. He is hoping that the gov- 
ernment's resolve to see the showdown 
through to a reformed and more efficient 
waterfront will boost support for it in the 
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general election that he now seems likely to 
call this year, probably in October. 

On April 8th, the Senate, the upper 
house of Parliament, rejected for the second 
time a government bill that seeks to place 
tight controls on aborigines claiming “na- 
tive title” over large farming areas known as 
pastoral leases. The bill was the govern- 
ment's response to a decision by Australia's 
High Court in 1996 that farming and na- 
tive title rights could co-exist on such lands. 
The government lacks a majority in the 
Senate, which amended the bill to give ab- 
origines broader land rights than the gov- 
ernment—and its supporters among the 
farmers—were prepared to accept. Now 
that the bill has failed to pass twice, Mr 
Howard can call for both houses of Parlia- 
ment to be dissolved and the issue to go to 
the people. 

Since his government came to power in 
1996, Mr Howard's stock has dwindled in 
opinion polls. Voters and commentators 
have seen him as weak and indecisive. By 
his handling of the dock dispute and the 
land-rights battle, the prime minister in- 
tends to show that his critics are wrong: 
that he is indeed a tough leader. 

As the waterfront battle has unfolded, 
Mr Howard's backing for Patrick has 
seemed to be vindicated. A week after Pat- 
rick sacked its union workers, contract 
workers were unloading ships at most 
ports around the country. The government 





says it wants the upheaval to put an end to 
Australia's reputation for having some of 
the rich world's most inefficient docks, 
something it blames on the dockers 
union's stranglehold on working condi- 
tions. Australia's two slowest docks, Sydney 
and Brisbane, move fewer than 20 contain- 
ers an hour compared with 30 an hour in 
the most efficient ports abroad. The govern- 
ment has set a target of 25 an hour. 

It will not be achieved without bitter- 
ness. There were ugly scenes this week as 
sacked dockers and their families clashed 
with police on picket lines. The sight of con- 
tract workers and security guards conceal- 
ing their identities behind balaclavas and 
being flown across picket lines in helicop- 
ters has made many ordinary Australians 
uneasy. Opinion polls show that people are 
divided about the military-style tactics of 
the anti-union campaign. 

The wider trade-union movement has 
held back from giving much support to the 
dockers because of a law passed last year 
banning secondary boycotts, or sympathy 
strikes. Instead, the dispute went to the 
courts this week, where the Maritime 
Union was claiming that Patrick and the 
government had conspired in the unlawful 
sacking of its members. 





China 


Home economics 


SHANGHAI 


OUSING in China brings to mind 
dingy socialist blocks, and dour lift- 
operators unswervingly adhering to make- 
work regulations: stopping only on odd- 
numbered floors and reporting foreign 
visitors to the police. All this, however, may 
soon change. Under the new prime minis- 
ter, Zhu Rongji, the government is deter- 
mined that working people must bear the 
housing costs that for half a century have 
fallen on a now overburdened state. More 
than that, Mr Zhu hopes that by developing 
private, low-cost housing, an important en- 
gine of economic growth will be started, 
just as more traditional ones—exports, for- 
eign investment and consumer spending— 
are running alarmingly short of puff. 

The majority of urban Chinese still live 
in housing supplied by their state-owned 
work unit; they pay a peppercorn rent, if 
that. And housing has long been a powerful 
instrument of social control, which is why 
Mr Zhu's reforms look so bold. Soon after 
being appointed in March, he declared the 
state would cut its links to mass housing. 
This month, government publications said 
the programme was about to begin. For 
starters, state employees will have to pay 
about 30% of their income into a housing 
provident fund that will then help people 
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Two beds, one bathroo 


buy their own homes. Commercial banks, 
it is hoped, will also provide mortgages. 
Those who do not buy will nevertheless see 
their rents rise, to reflect true costs. 

As so often in China, the government is 
opening the stable door after the horse is 
long gone. Some of China's most prosper- 
ous areas are already experimenting with 
housing reform. Cities such as Guangzhou, 
Shanghai and Tianjin have moved to scrap 
free state housing. Shanghai, in particular, 
has developed a provident fund along the 
lines of Singapore's: workers and employ- 
ees contribute a monthly sum and the fund 
lends the money as mortgages. New mort- 
gages from the Shanghai fund reached 2.6 
billion yuan ($313m) in 1997, and look set 
to double this year. 

The immense housing needs of Shang- 
hai's 13m people have encouraged officials 
there to be bold, by Chinese standards. A 
decade ago the average living space in 
Shanghai was under five square metres (54 
square feet) per person. Today, say housing 
authority officials, it is around nine square 
metres. Still, 70,000 households in the 
Slums of the city have less than four square 
metres per person. And half of Shanghai's 
households still use communal lavatories 
and kitchens. A huge housing programme 
is under way to bring the average space-per- 
person up to ten square metres, and to pro- 
vide at least 70% of households with lava- 
tories and kitchens. In 1996 and 1997 that 
meant building 3m square metres of low- 
cost housing in Shanghai. 

The local government has also shown 
an enthusiasm for privatising. It has been 
selling flats at, or below, what is deemed to 
be their cost. The programme has changed 
the face of home ownership in the city. Not 
long ago, nearly all housing was owned by 
work units. These now control only 3096 of 
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cheap housing. Some 40% of homes are 
now privately owned; the remaining 30% 
are rented to those who, for one reason or 
another (usually poverty), cannot buy. 

Many of the first-time buyers have since 
sold their flats to neighbours eager for more 
space. In turn, the sellers, flush with cash, 
are trying to stepup the housing ladder. An- 
alysts at the Shanghai office of Baring Se- 
curities, say that 9096 ofthose who sell hous- 
ing that was formerly public turn to the 
burgeoning commercial market. That sug- 
gests the government's measures are stimu- 
lating wider economic activity, and that in- 
dividual Chinese are starting to drive the 
mass low-cost housing market—as opposed 
to the speculative "luxury" apartments 
thrown up in some Chinese cities, which 
remain well beyond the pockets of most lo- 
cal households. Certainly, in 1997, for the 
first time, over half the residential proper- 
ties bought in the commercial market went 
to individuals. Previously, enterprises had 
dominated the buying. 

If all cities were as advanced as Shang- 
hai, Mr Zhu's new policies would hardly be 
revolutionary. Yet even the capital, Beijing, 
is so mired in orthodoxy that it has not be- 
gun to reform. In the most prosperous areas 
of the country, there are serious obstacles to 
be overcome. Commercial banks, for in- 
stance, have little experience of mortgages 
and are not keen to offer them, particularly 
with falling interest rates cutting into profit 
margins. The banks are also burdened with 
dud loans to state enterprises. And in Chi- 
na’s poorest industrial cities, especially in 
the north-east, where millions of state jobs 
are at risk, people may yet prove unwilling 
to take on the extra risk of acquiring their 
own, crumbling homes—even if the govern- 
ment gives them away. 
cr —— ———— c— — P X ———Éá 


ASIA 
Pol Pot 


Dead at last? 


BANGKOK 


EPORTS about Pol Pot's death, unlike 

those about his life, have often been 
exaggerated. But even before the latest, on 
April 15th, the former leader of Cambodia's 
Khmers Rouges was known to be old (about 
73) frail and ill. So this "death"—of “heart 
failure"—was credible. The timing was also 
handy. The next day, a magazine was to 
publish an interview in which his former 
comrades asked how to hand the old 
butcher over to an international tribunal. 
Supposedly holding him under house ar- 
rest, they were volunteering to bring him to 
justice for his murderous rule from 1975 to 
1979. It seemed improbable. Such a trial 
would be an embarrassment for him, his 
captors and many others. As the last rem- 
nants of the Khmers Rouges in their jungle 
base in northern Cambodia appear close to 
defeat, reports ofhis death have never come 
at such a convenient moment. 

Not that he knew where all the bodies 
were buried. There were too many. During 
the Khmers Rouges’ reign of terror, perhaps 
2m people—more than a fifth of the popu- 
lation—died. Many starved in the agrarian 
disaster of abrupt collectivisation and 
emptying of the cities. Many were tortured 
to death for a perceived lack of devotion to 
the “organisation” in charge. Others were 
slaughtered for having non-Khmer blood 
in their veins, or for wearing a monk's saf- 
fron robes, or for looking suspiciously 
bookish in their spectacles. 

It is not just Khmers Rouges survivors, 
like their current leader, the one-legged Ta 
Mok, who have an interest in pinning all 
the blame on Pol Pot. Many former Khmers 
Rouges long ago switched sides. The dicta- 
tor now in charge, Hun Sen, defected from 
them in 1977, and returned to Cambodia 
beside the invading Vietnamese army 
which ousted Pol Pot in January 1979. His 
regime includes former Khmers Rouges of 
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| All about the Acehnese 


KUALA LUMPUR 


N A world where oppression is com- 
monplace, a persecuted group may feel 
| ithasto do something special to get itself 
. noticed. This, presumably, was in the 
minds of the 14 men who got hold of à 
heavy lorry and crashed it through the 
|» gates ofa United Nations building in Ma- 
| laysia's capital, Kuala Lumpur, on March 
|». 30th. On April 10th, eight others, appar- 
| ently encouraged by the success of the 
pioneering 14, forced their way into the 

| United States embassy in the city. 
As a result, the UN, the Americans and 
the Malaysians have been obliged to turn 
| their minds to the situation in Aceh, the 
home of the gate-crashing 22. Indonesia 
. already knows a lot about Aceh, a prov- 
| ince at the tip of its largest island, Suma- 
| tra. For years large numbers of Indone- 
sian soldiers have been in the province, 
trying to suppress the Aceh Merdeka (Free 
Aceh) movement. It is thought that some 
2,000 people have died as a result. The 
|. Acehnese havea reputation as a stubborn, 
independent-minded people. When In- 
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donesia was still a colony, they were fight- 
ing the Dutch. These days they believe 
they are not getting a fair share of the 
wealth from the province's resources, no- 
tably natural gas, and they say immi- 
érants from Java get the best jobs. 

The Acehnese who have taken refuge 
in Kuala Lumpur were among the many 
Indonesians who have been working in 
Malaysia during the countrys boom 
times and are now being deported. Last 
month about 500 Acehnese were sent 


back. According to Amnesty Interna- - 


tional, some have been detained. The 
UN's refugee chief in Kuala Lumpur, Gott- 
fried Koefner, said this week that he | 
would like access to Acehnese asylum- | 
seekers detained in four detention camps 

in Malaysia, but so far permission had | 
not been given. He also wants to send a 
representative to Aceh to have a look at 
the situation there. The American State 
Department says its eight Acehnese can 
stay in the embassy (in a covered car park) 
for the time being. 

Malaysia does not recognise the Aceh- 
nese as political refugees, but would, it 
seems, be happy for them to go to a coun- 
try other than Indonesia, if one could be | 
found to take them. The problem is not 
entirely new for the Malaysian govern- 
ment. In 1996 40 Acehnese tried to seek 
asylum in six embassies in Kuala Lum- 
pur. A government minister said at the 
time that several hundred Acehnese | 
working in the country would be sent | 
home if there was any more trouble. But | 
they were allowed to carry on at their me- 
nial jobs that no Malaysian cared to do. 
This was their protection from being sent 
back. Now even that has gone. 








more recent vintage. Pol Pot's right-hand 
man (and brother-in-law), leng Sary, 
changed allegiance in 1996. 

Hun Sen’s main political rival, Prince 
Norodom Ranariddh, was allied with the 
Khmers Rouges through the 1980s, as they 
waged guerrilla war against the Vietnam- 
ese-backed regime. The prince's father, King 
Sihanouk, who lost five children and 14 
grandchildren to the Khmers Rouges, was 
twice in tactical alliance with them. 

The foreign powers that, during the 
1980s, sustained the Khmers Rouges as the 
resistance to what was seen as Soviet-spon- 
sored Vietnamese expansionism, might 
also worry about what Pol Pot knew. China 
kept arming him until 1990; Thailand pro- 
vided logistical help and dealt in gems and 
timber with his soldiers. His government 
kept its seat at the United Nations, and his 
faction was party to the peace settlement in 
1991. Pol Pot was a monster. But he was cre- 
ated in part by the American bombing of 
Cambodia during the Vietnam war, and 
sustained by the cold war. Without them, 
his halfdigested Marxist utopianism, 
picked up as a student in France in the 
19505, and reinforced by the cultural revo- 
lution in China, might not have wrought 
such calamity. 

The few foreigners who met Pol Pot in 
later life found him a charismatic figure. In 
1978, an American journalist, Elizabeth 
Becker, found *his smile almost endear- 
ing". Last year, Nate Thayer, also an Ameri- 
can, reported the show trial staged after a 
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jungle coup against him, and later inter- 
viewed him, a "grandfatherly" figure, 
whose conscience was "clear". 

Yet even his presumed death is another 
crime against his countrymen and human- 
ity. Awkward as it might have proved for so 
many, Cambodia needs some accounting 
and retribution for the past. The country is 
still hobbled by the culture of impunity Pol 
Pot bequeathed. Since Prince Ranariddh 
was ousted in a coup last July, over 100 of 
his supporters have been killed. Nobody 
has been charged for the crimes. 

"He just didn't wake up," said a Thai 
soldier of reports of his death, which was 
supposedly noticed by his wife as she fixed 
his mosquito net. His country, too, is still 
trapped in the nightmare he has departed. 





Taiwan 


It's different 
in Texas 


TAIPEI 


OME blame government ineptitude, 

others point to bloody-mindedness at 
local level. The law itself seems to be faulty. 
But whatever the cause, Taiwan is losing 
valuable foreign investment. 

Bayer, a big German drugs company, 
planned to build a factory in Taichung, in 
central Taiwan, at a cost of NT$50 billion 


($1.5 billion), to make a chemical used in 
the manufacture of polyurethane. In June 
1996 the project was approved by the cen- 
tral government. It was said to be Taiwan's 
biggest single foreign investment. 

But the local permits needed to build 
the factory were held up. Environmental- 
ists claimed the plant would be a danger to 
people living nearby, though the nearest 
homes would be more than a kilometre 
away and the factory would be within the 
Taichung harbour area, which already con- 
tains a good deal of industry. 

In November, Liao Yung-ai, the newly 
elected county chief of Taichung, who had 
been critical of the Bayer project, said he 
would hold a referendum on the matter in 
the four villages nearest the site. Mr Liao, a 
member of the opposition Democratic Pro- 
gressive Party, insisted that his county gov- 
ernment had the final say on the plan. 

This was too much for Bayer. On March 
19th, the company announced it was going 
to build the factory in Texas instead. It said 
it had lost faith in the legal system that gov- 
erns project approval in Taiwan. In other 
words, the central government did not 
seem to have the means to enforce its own 
planning approval. 

More bad news followed on March 31st. 
PriceCostco, an American discount retailer, 
announced that it was considering sus- 
pending a NT$10 billion investment in 
Taiwan. It was, it said, fed up with the delay 
in getting a licence to build a warehouse in 
Hsichih, a small town near Taipei. The li- 
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cence had been held up while the mayor of 
Hsichih and the Taipei county government 
argued over the division of a NT$140m fee 
paid by PriceCostco for the use of the site. 
Echoing Bayers comment, PriceCostco 
complained that it had followed all the le- 
gal requirements and got nowhere. This 
week, however, PriceCostco said it would 
continue trying to get its Taiwan ware- 
house built. 

Meanwhile, Mobil Oil, another Ameri- 
can firm, is reported to have suspended a 
venture with a Taiwanese partner to build 
a power plant. Several other foreign com- 
panies with projects planned are believed 
to have run into difficulties at local level. 

The central government claims it can 
enforce its wishes over wayward local ad- 
ministrations. It has, for example, the 
power to put land for development under 
its own, rather than county, control. It con- 
trols Taiwan’s export-processing zones and 
its high-tech park. It might have imposed 
control over the Taichung harbour area. 
But officials realise that any apparent high- 
handedness might hurt the ruling Kuomin- 
tang’s chances in the parliamentary elec- 
tion at the end of the year. 

The obvious solution is for the central 
government to seek local views on plan- 
ning applications early on, rather than 
leaving them to the end. The government 
promises to do this, but meanwhile foreign 
companies would be wise to seek informal 
approval from local governments before 
seeking approval in Taipei (as Taiwanese 
firms do). Foreigners, however, might balk 
at the way these informal permits are some- 
times obtained—by the discreet handing 
over of envelopes of cash. 


The lure of Taiwan 


Approved foreign investment 


Origin of investment 
Japan 

British Caribbean* 
Australia 


America 
Singapore 
Philippines 
Hong Kong 





THE ECONOMIST APRIL 18TH 1998 





ts 





Listening for a death rattle from th 


The Koreas 


Still divided 


SEOUL 


MID hopes of ending the stalemate be- 
tween two old enemies, a meeting was 
held in Beijing this week between South 
and North Korea—the first direct talks since 
1994. But both sides failed to come to terms. 
Even China encouraged goodwill, offering 
to send 100,000 tonnes of grain and 20,000 
tonnes of fertiliser to its former ally in the 
North. But the team from the northern cap- 
ital of Pyongyang remained inflexible. 

The famine-striken North wanted 
500,000 tonnes of fertiliser, which the new 
government in Seoul, led by Kim Dae Jung, 
is prepared to supply provided aid is 
linked to other issues. The main one is the 
reunion of families separated since the 
1953 truce in the Korean war. The North re- 
fused, criticising the South for “politic- 
ising” humanitarian issues. 

The two sides did at least agree, in prin- 
ciple, to help millions of separated families 
exchange letters and to set up a meeting- 
place, preferably at the border village of 
Panmunjom. But the North’s negotiators 
would not go on talking without the fertil- 
iser. They will meet again they said, but not 
when. Jon Gum Chol, North Korea’s chief 
negotiator, gave warning to the southerners 
that nothing would be solved if they de- 
manded a “tit-for-tat” bargain in return for 
aid. 

Yet many believe it is also humanitar- 
ian to help people discover what has hap- 
pened to their families in the North, and to 
provide them with a meeting-place, coun- 
tered Jeong Se Hyun, the South’s chief dele- 
gate. Since 1989, several thousand people 
have indirectly exchanged letters with their 
relations in the North, but fewer than 200 
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brief meetings have been allowed. 

The widespread feeling that people 
should be allowed to meet their relations, 
especially the elderly, is why the South’s Mr 
Kim has concentrated on establishing di- 
rect contacts with the North. His Nord- 
politik aims to implement an agreement 
signed in 1991 on reconciliation, non-ag- 
gression, exchanges and co-operation. 

Since taking office in February, Mr Kim 
has unveiled plans to enhance economic 
co-operation. Private firms are now encour- 
aged to invest in the North. On April 14th, 
Kang In Duk, the South’s unification minis- 
ter, said the government would also revise 
the country’s strict national-security law so 
that people could send money to their rela- 
tions in the North. 

The South also wants to set up a “com- 
munications centre” where separated fam- 
ilies can exchange information. But Mr 
Kim is determined that the North should 
reciprocate his goodwill in order to calm 
the fears of the South’s conservative voters, 
many of whom are concerned about what 
they see as hasty reconciliatory overtures. 
Mr Kim needs the support of these voters if 
his party is to do well in the elections for 
regional mayors and governors in June. At 
present, he heads a minority coalition fac- 
ing a hostile parliament. 

The North's leader, Kim Jong Il, also 
needs support from the South to alleviate 
food shortages, especially as the prospects 
for continued supplies from international 
agencies is bleak. Catherine Bertini, the 
managing director of the uN's World Food 
Programme, has given warning that the 
amount of food aid her agency supplies 
will be reduced if the North continues to 
forbid it to monitor its distribution in a 
wider area of the country. Desperate they 
may be, but North Korea's Stalinist leaders 
can still snap at the hands that feed them. 
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UNITED STATES 


The halt, the blind, the dyslexic 


CHICAGO 


Has the Americans with Disabilities Act gone too far, or not far enough? 


ISABLED Americans are much in the 

news these days. Dyslexia is a disabil- 
ity, a New York judge has ruled; so the 
plaintiff, a dyslexic who wanted to take the 
New York bar examination, was granted a 
private room to take it in, the use of a word- 
processor, and twice as much time as 
the other test-takers. Infertility is a 
disability, too, according to a Chi- 
cago judge who listened sympatheti- 
cally to a policewoman arguing that 
the city should cover the cost of her 
infertility treatment. Last month the 
Supreme Court heard the first argu- 
ments in a case that will decide 
whether Hiv, the condition that can 
lead to Arps, should be added to the 
list. And Casey Martin, a golfer with 
a birth defect that reduces the blood 
flow in his right leg, has won in court 
the right to use a cart in professional 
tournaments. 

All this is a result of the Ameri- 
cans with Disabilities Act (ADA), a 
law passed in 1990. The act's sup- 
porters say that it has put hundreds 
of thousands of disabled Americans 
to work at a strikingly low cost to em- 
ployers. Even better, perhaps, it has 
encouraged ordinary Americans to 
look at the disabled with a new un- 
derstanding, and has therefore given 
all these handicapped people the 
chance to acquire a new self- 
assurance. 

There is another point of view. 
The act's wording is, in places, unde- 
niably woolly. It says, for instance, 
that the disabled must be provided 
with "reasonable accommodation" 
so long as an employer does not sustain 
"undue hardship". There is also the still un- 
answered question of exactly who counts as 
a disabled person. The act has been hi- 
jacked by people with "boutique disabil- 
ities", say its critics. "I think we all started 
with the notion that people in wheelchairs 
have not had fair access to the American 
dream," says Thomas Kienbaum, a Michi- 
gan lawyer. But precisely who else deserves 
special help? Mr Kienbaum notes that one 
of the fastest-growing categories of claims 
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under the ADA is from people with vague 
"back injuries". 

The critics have a case, up to a point. 
Many of the claims made under the ADA 
are frivolous, and take up valuable time 
and resources. Mr Kienbaum tells of a 





Not all are so deserving __ 


worker fired by Radio Shack for stealing 
from the store. The employee claimed he 
was disabled by post-traumatic stress syn- 
drome caused by a previous robbery of the 
store, and was therefore protected under 
the ADA. Radio Shack paid him off, rather 
than spend $30,000 fighting the case, says 
Mr Kienbaum. “There are thousands of 
cases where employers have to go through 
this nonsense,” he adds. 

So has the ADA become yet another ex- 
pensive hand-out to the deserving and the 


undeserving alike? The federal courts seem 
to have their doubts. In the eight years since 
the act was passed, “the courts have consis- 
tently narrowed the definition of disabil- 
ity,” says Peter Blanck, director of the Law, 
Health Policy and Disability Centre at the 
University of Iowa. Anyway, many cases 
never make it to court. Of the 24,000 ADA- 
related complaints that came before the 
Equal Employment Opportunity Commis- 
sion in 1997, roughly 60% were thrown out 
and only 12% resulted in outcomes favour- 
able to the complainant. And many of 
these victories were short-lived, getting 
squashed when the loser appealed. 

Yet the ADA has clearly done good work. 
More than ım disabled people en- 
tered the workforce between 1991 
and 1994. The work on offer is not 
just part-time. A preliminary study 
of disabled workers who were found 
jobs by Manpower, a temporary- 
work agency, discovered that 40% of 
them were eventually hired full-time 
by the client. Of Americans with se- 
vere disabilities, the percentage in 
jobs climbed from 23% in 1991 to 
26% in 1994. A study of 1,110 men- 
tally ill adults in Oklahoma found 
that the number without work fell by 
three percentage points at a time 
when total unemployment in the 
state was rising—and a quarter of 
those involved in the study were able 
to move into better jobs. 

Morale benefits, as well as the 
wallet. John Lancaster, executive di- 
rector of the President's Committee 
on Employment of People with Dis- 
abilities, remembers how it used to 
be. He has been confined to a wheel- 
chair since his spine was injured in 
Vietnam. “The things I would hear: 
‘How would you deal with the 
county courthouse steps? " Now the 
county courthouse probably has a 
ramp, the wheelchair-bound man 
does not have to gulp as he looks at 
the steps, and the passer-by does not 
have to feel condescending. 

All this has been less costly than the pes- 
simists had expected. Mr Blanck studied 71 
disabled workers employed by Sears, Roe- 
buck between 1993 and 1995. He found 
that the average cost of making arrange- 
ments to help a disabled employee was a 
very modest $45. These special arrange- 
ments can be as simple as lowering a desk, 
installing a rail, or allowing an employee 
recovering from foot surgery to wear more 
comfortable shoes. Over half of all such ad- 
justments, says Mr Blanck, have no direct 
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cost at all. He reckons that 
the price of coping with 
qualified workers who hap- 
pen to be disabled is, on av- 
erage, only 2.5% of the cost of 








finding and training a new | No cost 
worker. $1-500 

But the underlying ques- | ¢501-1,000 
tion—who are “the dis- $1,001-1,500 
abled”, in the eyes of the | $1.501-2,000 
law?—remains to be an- ! $2.001-5,000 


swered. At least part of the | 
answer may come from the | 
HIV case now being consid- 
ered by the Supreme Court. 
This is Bragdon v Abbott, in which a dentist 
is being sued for refusing to treat a patient 
infected with niv. "Bragdon will deter- 
mine whether millions of people are or are 
not covered by this law,” says Mr Blanck. 
The court has a chance to define some 
of the key concepts of the Americans with 
Disabilities Act. The justices could, for ex- 
ample, spell out what constitutes a "public 
accommodation”. If a dentist's office does 
not fall within the definition, then the 
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Cost to employers, per 
worker, of accommodating 
workers with disabilities 
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| Greater than $5,000 


Source: President's Committee on 
Employment of People with Disabilities 


plaintiffs claim may col- 
lapse. (The judge in the Casey 
Martin case ruled, to many a 
raised eyebrow, that the PGA 
* | Tour is a public accommo- 
20 dation. Even more to the 
51 point, the court could offer 
1| its definitive opinion on 
3| what exactly constitutes a 
4| “disability”. Or it might not. 
8 The ADA defines a dis- 
4 | 





abled person as somebody 
— | with a physical or mental 
impairment that substan- 
tially limits “one or more 
major life activities”. Sidney Abbott, the 
woman turned down by the dentist, says 
she has no children because she fears trans- 
mitting her Hiv and not living long enough 
to raise the child. From the other side, the 
Equal Opportunity Advisory Council has 
argued that defining reproduction as a 
“major life activity” would make the ADA 
cover “every post-menopausal woman, ev- 
ery impotent man”. 
In the case’s opening arguments, the 





Education 


For richer, for poorer 


TRENTON, NEW JERSEY 


Public high-school education in America is anything but equal. In two related 
pieces, we compare what New Jersey and Connecticut are doing about it 


VERY schoolchild in New Jersey is 

promised, through the state’s constitu- 
tion, a “thorough and efficient education”. 
Keeping that promise has proved surpris- 
ingly expensive, and threatens to become 
far more so. 

New Jersey's Supreme Court will soon 
decide whether to order a one-off expendi- 
ture of $2.8 billion and then $312m a year to 
help the state's poorer schools. The suit was 
brought by the Education Law Centre (ELC), 
a tiny but tenacious group based in New- 
ark. The ELC, which has been going since 
1970, argues that the 300,000 or so poorer 
children in its target group, almost all of 
them black, require a lump sum of more 
than $9,300 per child and then more than 
$1,000 per child annually in order to re- 
dress the unpreparedness of poor children 
when they begin their education. 

A few years ago, Governor Christie 
Whitman had the idea of ironing out such 
inequalities by means of a common curric- 
ulum. In May 1997, the New Jersey Su- 
preme Court ruled that this was inade- 
quate. The state would need to top up 
payments right away for 28 of the poorest 
school districts, at a total cost of $246m. It 
would also have to study the drawbacks of 
life as a pupil in a poor district and take 
action accordingly. The ELC argues that the 
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second order has been ignored. So the state 
finds itself once again in court. 

Although the state of New Jersey is the 
defendant in this suit, Mrs Whitman is far 
from opposed to the ideas of the plaintiff. 
The state had already planned to spend al- 
most half of its $4.3 billion allotment for 
primary and secondary education on the 
quarter of its schools that are in poorer dis- 
tricts. And the long-running 
attempt to standardise cur- 
riculums across the state was 
well-meant, even if the court 
has judged it inadequate. 

Mrs Whitman, a Republi- 
can, shares Bill Clinton's 
views on the issue of equality 
in schooling. Indeed, New 
Jersey has already done, at 
state level, much of what Mr 
Clinton wants to do at the na- 
tional level. The president 
has been pushing the idea of 
nationwide ^ standardised 
testing throughout his sec- 
ond term. This implies, as 
congressmen have pointed 
out, a national curriculum, 
just as New Jersey's statewide 
tests of 13- and 16-year-olds 
were a natural counterpart to 





justices have also considered the distinc- 
tion between making a moral decision not 
to do something and being physically un- 
able to do it. Justice Stephen Breyer said 
that someone who would not leave his 
house for fear of infecting an entire city 
with bubonic plague might be considered 
disabled. Justice Antonin Scalia retorted, 
"That is not obvious to me." 

A lot of people will be waiting for the 
outcome of Bragdon v Abbott. According to 
the Census Bureau, 48.9m people, 18% of all 
Americans, have some kind of disability, 
and half of these are severely disabled. Sup- 
porting unemployed people with disabil- 
ities is expensive: much could be saved by 
getting even some of them back to work. Mr 
Blanck reckons that a 1% decline in the 
number of disabled workers on Medicaid 
could save as much as $3 billion a year. 
Robert Silverstein, who was on the Senate's 
subcommittee on disability when the ADA 
was passed in 1990, has said that "this law 
codifies common sense and common cour- 
tesy.” He might have added that it could 
also prove to be excellent economics. 

PETIT Se ee 


a standardised state curriculum. Many Re- 
publicans in Washington are resisting Mr 
Clinton's plans for tests precisely because 
they do not wish local school boards to lose 
control of what pupils can be taught. 
Equalised funding is not uncontrover- 
sial, either, although opposition tends to be 
muted. In a country where private schools 
have never really taken hold, even among 
the wealthy, first-class public schooling is 
something well-to-do parents want to be 
able to offer their children. Most public 
spending on schools comes from local gov- 
ernments, where the taxes in support of 
such spending can vary according to resi- 
dents' incomes. Richer people feel they are 
paying high taxes to educate their children 
even before the state comes cap-in-hand to 
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find more money for the poorer districts. 
Cautiously, they say they hope the $2.8 bil- 
lion lump sum will be levied gradually. 

Richer districts are already having to 
cope with interlopers coming into their 
schools. The Board of Education in Morris- 
town, Pennsylvania, voted last April to 
award a $500 bounty to any school security 
guard who turned in an improperly en- 
rolled student. Under a law passed last year 
in Illinois, illegal school-registration can re- 
sult in a 30-day jail term and a $500 fine. 
School districts routinely hire private in- 
vestigators to uncover where their pupils 
really live. 

Of course, standardised tests will not 
spell the beginning of the end for all such 
problems, but it could still be useful. Test- 
ing uncovers regional disparities in school 
achievement, and this puts pressure on 
politicians to standardise curriculums and 
financing, as New Jersey has done. Polls 
taken in New Jersey suggest that most par- 
ents do want to level the playing field. Yet 
standardised tests and curriculums are a 
minefield that came close to destroying 
Mrs Whitman in her campaign for re-elec- 
tion last year. 

This makes national politicians reluc- 
tant to follow her lead. By an agreement 
reached last October, Congress postponed 
fora year any decision on whether the Clin- 
ton administration can begin to conduct 
its national tests. Meanwhile the federal 
Department of Education is to administer 
pilot tests which, with luck, not many peo- 
ple will notice. 





Education 2 
Back on the bus 


WASHINGTON, DC 


MERICA never liked state-ordered inte- 
gration. It was a necessary evil, and in 
recent years it has suffered a string of public 
defeats. In particular, the compulsory bus- 
ing of children from black schools to white 
or from white to black—a policy that did 
more than anything else to drive the white 
middle class from the cities to the sub- 
urbs—now looks primeval. But before de- 
claring compulsory integration dead, it 
may be shrewd to take note of Connecticut. 
There, the state courts have set a 
precedent in ruling that the natural, or de 
facto, segregation of schoolchildren by race 
is unconstitutional. This has instigated a 
messy debate over what should be done 
about it: and once again mandatory racial 
busing is lurking in the background. 

In 1989, a group of 18 schoolchildren, 
backed by the Connecticut branches of the 
American Civil Liberties Union and the 
National Association for the Advancement 
of Coloured People, filed a suit alleging that 
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And we are the law 


WASHINGTON, DC 


T 10.39 on the night of April 14th An- 
gel Francisco Breard, a 32-year-old 
Paraguayan, was put to death by the in- 
| jection of lethal chemicals in a state 
prison in Jarratt, Virginia. Deservedly so, 
say Virginia's many supporters of the 
death penalty (the state ranks second 
. only to Texas in the number of execu- 
tions carried out in the past two de- 
cades). After all, Breard's guilt was not in 
| question and his crime—the 1992 slaying 
| of an Arlington woman during an at- 
, tempted rape—was particularly brutal. 
| And yet, as the clock counted down, Ma- 
deleine Albright, America's secretary of 
state, sought in vain to get the state's gov- 
| ernor, Jim Gilmore, to exercise clemency. 
Her intervention had to do with poli- 
tics, not morality. Just as Breard’s guilt is 
not in doubt, nor is the failure of the Vir- 
ginian police to inform him of his right 
to seek the help of Paraguayan consular 
officials. This failure is a breach of the Vi- 
enna Convention on Consular Rela- 
tions, signed by more than 130 countries, 
including the United States. Mrs 
Albright’s argument is simple: ifAmerica 
flouts the convention, others will too, 
and to the detriment of American citi- 
zens travelling abroad. Moreover, Ameri- 
ca’s failure had drawn the censure of the 
International Court of Justice in The 
Hague. Last week the World Court, 
| headed by an American, unanimously 
. instructed the United States to delay the 
| execution while it considered a Para- 
guayan protest. 
Unhappily for the Paraguayans, 
. America's Supreme Court was unim- 
| pressed. Dismissing the arguments of 
|! both Mrs Albright and the World Court, 
the justices agreed with the Justice De- 
partment (which has steadfastly ignored 
. Mrs Albright's concerns) that Mr Breard 
| had noclaim toa new trial. Just over two 
hours later he was dead, with Mr 
Gilmore commenting that Americans 
had a right to be protected, and that the 
prisoner had been granted "all of the 
| procedural safeguards that any Ameri- 
| can citizen would receive.” 
| Maybe so, but not everyone is con- 
| vinced, Foreign consulates are often not 











tionals. When these are murder cases, the 
result can be an execution. Last week the 
United Nations Human Rights Commis- 
sion called for a moratorium, arguing 
that America applies the death penalty 
unfairly. But it is not part of the Ameri- 
can way to bow the knee to foreign 
organisations. 

Was Mrs Albright breaking rank? Not 
really. She remarked afterwards that she | 
thought Mr Gilmore had “done the right | 
thing"; for, cynics say, she needs to keep 
in with Jesse Helms, chairman of the 
Senate Foreign Relations Committee. | 

The administration needs Mr Helms 

| 


| 
| 
informed of cases that involve their na- 
| 


if it is to bring into being its latest pet 
project, a permanent UN “International 
Criminal Court” to try monsters such as 
Saddam Hussein. Last month Mr Helms 
declared the court would be “dead on ar- 
rival” in the Senate unless America re- | 
tained a power of veto. The Pentagon is | 
pointing out that anti-American govern- 
ments might drag before such a court 
American and allied soldiers engaged in 
peacekeeping operations. In other 
words, once the court is established (the 
target date for the treaty is June), it will 
have to conform to contemporary real- 
ity: when in doubt, America’s law rules. | 





minority children in three of the state's 
largest cities were not being schooled to the 
standard of their white suburban counter- 
parts, and were thus not getting the "equal 
educational opportunities" promised in 
Connecticut's constitution. Over time, the 
suit said, Connecticut had developed two 
separate, unequal public school systems. 


It was hardly an outlandish claim. 
Connecticut is the country's richest state, 
with an average per capita income of more 
than $33,000. Its leafy New York suburbs 
are home to Diana Ross and Ivan Lendl, 
and the rural north-west is edging out the 
Hamptons as the country home of choice 
for Wall Street's nouveaux riches. It is not 
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uncommon for charities in such areas to 
raise money by sponsoring polo matches. 

But there is another Connecticut. For- 
mer mill towns such as Willimantic, and 
areas that relied on defence contracts, such 
as much of the south-east, are in decline. Al- 
though fewer than 10% of the state’s 3.3m 
people live below the poverty line, they 
mostly live in three run-down big cities, 
Hartford, New Haven and Bridgeport. 

These heavily black, largely wretched 
places are precisely the three school dis- 
tricts named in the suit. Their student bod- 
ies are more than 85% black and Latino, 
and consistently score lower in standard- 
ised tests than nearby suburbanites. Still, 
few thought the plaintiffs had a chance. The 
city schools were not deprived of money, 
being actually better financed than many 
middle-class schools; and in any case the 
Supreme Court had ruled, in its 1974 Mil- 
liken decision, that natural segregation, al- 
though regrettable, is not unconstitutional. 

In 1996, however, Connecticut's top 
court surprised everyone by deciding that, 
even though the federal constitution pro- 
vides no remedy for natural racial segrega- 
tion, Connecticut's constitution "entitles 
the plaintiffs to relief" Furthermore, it 
found that the problems were not limited 
to the three cities in question. Some 76% of 
Connecticut's black students were packed 
into only 12 districts, and 6696 of its Latino 
students into eight. The entire state would 
need an overhaul, the court said, and its leg- 
islature would have to devise a plan to rem- 
edy the situation. 

That set off alarms across the state. 
Some of Connecticut's richest communi- 
ties lay near some of its poorest, and the rul- 
ing seemed to suggest mandatory busing. 
"We had people talking about fleeing the 
state for New Hampshire," says Tom Mur- 
phy, of the state Education Department. 
"Mandatory busing was not an option. It 
would crush the state. The legislature had to 
focus on voluntary programmes.” 

So that is what it did. Last year, Connect- 
icut's legislature passed a complicated and 
controversial law that requires every dis- 
trict to “provide educational opportunities 
for students to interact with students from 
other racial, ethnic and education back- 
grounds". It also contained one concrete 
measure: a voluntary busing plan, starting 
this autumn, which would take 1,000 chil- 
dren from the cities and send them to sub- 
urban schools. Next year, the plan will be 
extended to cover the whole state. 

But not without opposition. In late No- 
vember, Ralph Wallace, the superintendent 
of the schools in a small town called Chesh- 
ire, in central Connecticut (where the stu- 
dent body is 95% white), took issue with a 
provision of the law that seems to require 
schools to seek out minority teachers. He 
announced that he "wouldn't recruit mi- 
nority teachers in a thousand years" and 
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called those who promoted minority re- 
cruiting “wimps”. He was reprimanded for 
it, but remains defiant. 

Meanwhile, the original plaintiffs are 
now marching the case back into court. At a 
hearing that begins on May 19th (and will 
probably go on for months), they will argue 
that the state has not done enough to meet 
the court's ruling. Mandatory busing is 
what they really want. 

Other states will be watching. Although 
Connecticut's legal battle is based on its 
own constitution and is therefore "state- 
specific", Connecticut is not alone in hav- 
ing large pockets of poor, minority school- 
children isolated in districts away from 
middle-class and upper-class whites. This is 
especially the case in northern states, where 


Labour disputes 


school districts tend to follow municipal 
rather than county boundaries, and where 
the schools, like the cities themselves, are 
left as segregated territory. 

Still, the return of mandatory busing is 
only a remote possibility. Any mandatory 
busing plan based on race would eventu- 
ally be overturned by the federal Supreme 
Court; and even voluntary plans would 
face an uphill struggle in any state legisla- 
ture. The sentiments of Connecticut's 
wealthy white districts, the political power- 
brokers, are crystal-clear. Two months after 
he was reprimanded for his statement 
about not wanting to recruit minority 
teachers, Cheshire's Ralph Wallace was of- 
fered the superintendent's job in Ridge- 
field, a richer and slightly whiter district. 





A barge-load of grievances 


LAKE VILLAGE. ARKANSAS 


HE tugboat-pilots who drive huge col- 

umns of barges up and down America's 
inland waterways, carrying grain or oil, 
scrap metal or chemicals between the Great 
Lakes and the Gulf of Mexico, consider that 
they have a hard life. They often work 12- 
hour shifts up to 30 days in a row, without 
overtime or holiday pay and usually with- 
out benefits. They worry about their fam- 
ilies: some shipping companies block in- 
coming telephone calls, and post seldom 
gets to the ports in time. They eat badly, too. 
At one time, all companies had a cook on 
board the tug-boats; now the pilots are left 
to prepare their own dinners in microwave 
ovens. When pilots dock at port, they are 


He'd rather be a train driver 


not allowed to leave their boats. 

On paper the pay looks good, an aver- 
age of $40,000-50,000 a year, but the pilots 
say this should be doubled to bring their 
average hourly pay into line with lorry driv- 
ers’ or train drivers’. They say the compa- 
nies they work for take them for granted, 
and often make them skirt round safety or 
environmental rules (a charge the compa- 
nies deny). As one example, the pilots say 
they constantly dump oily bilge into rivers 
because their boats have no equipment to 
separate the oil from the water. 

After months of trying to discuss these 
grievances with their bosses, the pilots de- 
cided on April 4th to take more drastic ac- 
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We create portfolios for clients who won't settle 
for button-down solutions. 


At UBS Private Banking, rolling our sleeves up for clients is of both present and future generations. Financial strength, 


nothing new. Having offered discretionary and advisory in- global investment expertise, personal service, the confiden- 
vestment services for many years, we work closely with our tiality and discretion of a Swiss bank: all reasons which 
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Ciba Specialty Chemicals is rising to the challenge. 


Every day we transform products 

and substances into thousands of 
applications worldwide. Now we've 
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new breed of company. 

Like every natural evolution it has 
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changing needs, now and into the next 
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in 117 global markets, but we're 


looking even further afield. 


Our new company is flexible, agile 
and quick to react. We will constantly 
deliver the brightest solutions to 
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more and more in research and 
development so expect to see ever 
greater heights of innovation wherever 
you see the sign of the butterfly. 
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tion. Pilots Agree, a union that represents a 
third of America’s 3,000 tugboat pilots, 
called a strike. It began rather slowly, but is 
now starting to grip both the Mississippi 
and its tributaries. On April 8th, striking pi- 
lots began to man picket lines at 12 ports 
along the Mississippi and the Gulf coast, in- 
cluding St Louis, Houston, Mobile and 
Memphis. So far, the strike has interrupted 
coal-loading operations on the Ohio river 
and is being blamed for a slowdown in 
loading grain ships in New Orleans. The 
crunch may come in a few weeks, when 
companies must change pilots over and 
may find they do not have enough of them. 

Questions of safety also arise. Accord- 
ing to Dickey Mathes, the chairman of Pi- 
lots Agree, several tugboats are now being 
steered by one pilot with no deputy on 
board. Mr Mathes also claims that the 
Coast Guard has relaxed safety rules to al- 
low barge companies to hire unqualified 
pilots to replace strikers; and that, as a re- 
sult, more accidents are happening. On 
April 8th a line of barges struck a road 
bridge over the Illinois river near Florence, 
Illinois. Another accident, on the Missis- 
sippi near Alton, Illinois, shut down the 
Melvin Price locks and dam for several 
hours. Over 2,000 people had to be evacu- 
ated and 50 were injured when three barges 
rammed a riverboat casino in St Louis. 

The Coast Guard denies avoiding safety 
rules. On the contrary, it claims to have 
penalised a boat for having an unlicensed 
pilot. Officials point out that the rivers are 
running high and fast in the spring, which 
always makes navigation more dangerous. 

For the moment, the tugboat operators 
seem to have their eyes shut. Although the 
union claims that up to 90% of pilots have 
Joined the strike at some big inland ship- 
ping companies, most companies say their 
operations are barely affected. If the strike 
continues long enough, however, they will 
find it hard to stay sanguine. Cargo that 
moves on water is not moved so easily by 
train or truck; and America could wake up 
to sudden shortages of steel for car frames 
and flour for bread. 

Few people expect such an outcome, 
since the shipping companies are Goliaths 
and the pilots' union, founded only a year 
ago, a puny David. But it has some power- 
ful backers. Earlier this year, it became affil- 
iated with the International Organisation 
of Mates, Masters and Pilots. That union is 
a division of the powerful International 
Longshoremens Association, the dockers' 
union. The president of the AFL-CIO, a la- 
bour confederation, John Sweeney, has 
promised his full support. Regardless of 
whether this strike improves their working 
lot, the pilots have already achieved one 
thing: they have reminded the country that 
sheer brawn and river skills still drive a 
part of America's prosperity. 
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Indians and the law 


White scalps 
tingling 


OME 20 miles south-east of Seattle, on a 

rural highway running across farmland 
dotted with serene country houses, the 
Muckleshoot Indians are building a $30m, 
23,000-seat amphitheatre. They hope it will 
be ready before the summer to welcome 
Eric Clapton, Sarah McLachlan, Fleetwood 
Mac and other big-name bands—and to 
give the Muckleshoots more jobs. 

So far, however, it has mostly earned en- 
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Should history excuse him? 


mity. Hundreds of non-Muckleshoots who 
live near the amphitheatre say the noise 
and traffic congestion it will bring is bound 
to change their quiet landscape. Moreover, 
say the project's opponents, it is being con- 
structed in violation of the land-use codes 
they themselves have to follow in environ- 
ment-sensitive King County. The Muckle- 
shoots are exempt from those laws. Why? 
Because, like all the other 554 tribes recog- 
nised by the federal government, the 
Muckleshoots are a sovereign nation, free 
to ignore the laws and regulations of neigh- 
bouring communities. 

That has formally been the case since 
the 1830s, when the Supreme Court gave 
the tribes their special status. But only re- 
cently has the new economic clout of Amer- 
ican Indians—the result, chiefly, of their 
booming casinos, one of which is run by 
the Muckleshoots—given them the confi- 
dence to assert their sovereignty. At the 
same time, the growing suburbanisation of 
America has brought Indians and non-In- 
dians cheek to cheek. In Washington state, 





UNITED STATES 


the result is a series of feuds between the 
tribes and their neighbours. 

Along the shores of Puget Sound, home- 
owners chafe at regulations which require 
them to let Indians harvest shellfish on pri- 
vate property. There are stories of Indians 
ignoring state hunting laws to shoot elk 
and deer. The state’s tribal casinos seem 
close to installing slot machines despite 
two state votes against mechanised gam- 
bling. It is not only in Washington that tem- 
pers are up; there is similar trouble from 
California to Wisconsin and New York. 

And of course it rouses the politicians. 
Slade Gorton, a Republican senator from 
Washington state, has drawn upon himself 
the wrath of nearly every tribe in the coun- 
try over the past two decades by fighting 
them on fishing rights, gambling and other 
issues. Now he has drafted a bill that would 
strip the tribes of much of their sovereign 
status; they could be sued by their neigh- 
bours, and their actions would increasingly 
come under the control of local govern- 
ments. The bill has caused a storm of con- 
troversy. A hearing in Seattle this month 
turned into raucous political theatre when 
tribespeople in full regalia were bused and 
flown in from all over the West. The tribes 
argue that losing their sovereign immunity 
would strip them of their right to self-gov- 
ernment, and that lawsuits could drive 
some of them bankrupt. 

MrGorton’s bill will probably fail. Indi- 
ans still command great sympathy because 
of their past ill-treatment and the poverty 
in which many still live. They can count on 
support from liberal Democrats, who in- 
clude “native Americans" as part of their 
natural constituency, as well as from Re- 
publicans wary of letting these Democrats 
hammer them with social-justice issues. 
Even so, the tide may be starting to turn. 

People wonder about the modern rele- 
vance of a decision taken over 160 years 
ago. The proposition that the United States 
should allow more than 500 sovereign gov- 
ernments to act as they see fit strikes some 
Americans as an invitation to chaos. Al- 
though some tribes might indeed face fi- 
nancial ruin ifthey lost a lawsuit, gambling 
and other new sources of revenue have 
given many of them considerable financial 
and legal power. They are no longer patsies 
for slick-haired white lawyers from the city. 

And some Indians do not exactly help 
their own case. They can be brusquely dis- 
missive of those who disagree with them, 
and the practised ease with which they play 
the role of the aggrieved also irritates other 
Americans. Whether the issue is taxation, 
gambling or land-use, the tribes tend to ar- 
gue that the abuse they suffered in the past 
justifies anything they do now. Mr Gorton 
may not succeed this time, but the ground- 
swell of support for his bill suggests that 
change is in the offing. 
————————————————— ——...JUÀ 


35 


-— 


Fa oe, Ci E 





"EN 


» 
å 


s 


i d och dte i 


has dV a 
L sed , 
-n ed m" an Án 


DUPLI IM LT e TTE: 


g~ 


bs. imd d. 


"O4 


Sry ea: e* £u 


g- Tw b 





Age cannot wither them 


A GEORGIA'S sun slants through the cathedral pines, dap- 
pling the world’s most beautiful golf course with the col- 
ours of an Impressionist painting, a square-shouldered, straw- 
haired man hunches over his putter. The Augusta crowd is 
instantly, respectfully, silent. On the final day of the Masters 
tournament, Jack Nicklaus, the “Golden Bear” of golfing legend, 
still has a chance to win for the seventh time in his 40 consecu- 
tive attempts. But it is not to be. The putt misses; the sporting 
gods will not give victory to a 58-year-old with an arthritic hip 
and a spreading paunch. 

No matter: the media will. The actual Masters winner last 
Sunday was Mark O'Meara, holing a 20-foot putt to snatch the 
championship from Fred Cou- 
ples and David Duval. Yet it was 
Mr Nicklaus, tying for sixth place, 
who gained the following day’s 
column inches and the special 
spot on ABC news. How amazing, 
young Americans said in unison, 
that such an “old” man could per- 
form so well. How comforting, 
their parents rejoiced, to know 
that all is not lost for those beyond 
the age of 40 (and they noted 
smugly that Mr O'Meara is al- 
ready 41, and looks older). 

Such reactions are not, of 
course, confined to Americans. 
Sporting success everywhere be- 
longs to the young, which means 
the whole world will admire the 
exceptions. The British, for exam- 
ple, used to laud Linford Christie 
for winning sprint races at 36, and 
cricketer Graham Gooch for smit- 
ing fast bowlers at 40. Argentines still savour the memory of 
Juan Fangio, a world motor-racing champion at 46. 

But go beyond the sporting arena, and the obsession with 
age—or, rather, youth—becomes increasingly, sometimes pecu- 
liarly, American. The American politician or the Tv anchorman 
is allowed to turn grey, but the wrinkles must be minimalised 
and the teeth perfect. Neither the Hollywood starlet nor the of- 
fice secretary can admit her years. The result is a society disfig- 
ured by bad wigs, camouflaged by make-up and reconstructed 
by plastic surgeons (in 1996, with business growing by more 
than 10% a year, they carried out more than 3m cosmetic opera- 
tions, from hair transplants and face-lifts to buttock-implants 
and liposuction). According to the New York Times, ever alert to 
its readers’ requirements, the latest fad for the well-to-do is to 
seek rejuvenation with injections of human growth hormone. 

All this carries a cost in discomfort and embarrassment, let 
alone dollars. Ever since Jimmy Carter, who famously collapsed 
while doing it, presidents and their panting acolytes have had to 
be filmed jogging at dawn. Even the splendidly unenergetic 
Ronald Reagan had to break his rest by chopping logs and riding 
horses. Middle-aged businessmen have to join the ubiquitous 
“fitness centre” and pound for miles on the treadmill; their 
wives envy Oprah Winfrey her “personal trainer”. Men and 
women alike wear clinging Lycra when they should not. 

The question is why so many, regardless of wealth and back- 
ground, are willing to meet that cost. The conventional answer is 
that America, its prosperity founded on the raw capitalism of the 
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19th century, follows the Darwinian notion that only the fittest 
will survive. Employers assume a freedom to “hire and fire” that 
in other advanced economies is scarcely imaginable. Individ- 
uals expect to succeed, or indeed fail, on their own merits. The 
cultural logic is simple: if life is a contest, it is better to be fit, 
which means it is better to be young. 

Quite so. The heroes of Silicon Valley are millionaires by 
their early 20s; billionaires, even, by their 30s. On Wall Street the 
banking profits come from whizz-kids dreaming up financial 
instruments too complex for their elders to grasp. No wonder 
the self-improvement books find so many gullible buyers 
among the middle-aged: anything to keep up with the young. 

But there is something miss- 
ing from the conventional ex- 
planation. Perhaps the old and 
the “near-old” do fear for their fu- 
ture; perhaps they do worry that 
they will be swept away by a tide 
of youth or left marooned in their 
dotage (a fifth of America’s old 
men and half its old women now 
live alone). But the fact is that 
America’s “senior citizens” are 
better off than ever and, as their 
ranks begin to swell with baby- 
boomers such as President Clin- 
ton, so both their economic and 
political power will grow. Already 
they are blessed with laws that 
make it a federal offence for age to 
be used as a criterion for hiring, 
firing, salary or retirement. The 
American Association of Retired 
Persons, with 33m members aged 
50 and above, is arguably Wash- 
ington’s most effective lobby group; so woe betide any politician 
who seeks to slash Social Security benefits, deny driving licences 
to the elderly, raise Medicare premiums, or in any other way 
flout the interests of “grey power". 

The better explanation for the youth-seeking antics of the el- 
derly is not so much fear as envy. As mortality takes its toll, fewer 
and fewer Americans remember the privations of the 1930s or 
the world war of the 1940s. Today’s senior citizens are the gen- 
eration that prospered in the 1950s or inhaled in the 1960s. They 
have always wanted to “have it all”, and they see no reason why 
they should not go on doing so. Youth, after all, was a time when 
that goal seemed possible, so why abandon it now, when there 
are better medicines and new charlatans (think of the quack 
New Age therapies or, for those seeking a different sort of after- 
life, those ghastly cryogenic chambers) to sustain the dream? 

In their hearts, of course, the dreamers know they are seeking 
the impossible. But at least, thanks to Mr Nicklaus, they have this 
week been able to suspend the corrosive reality of age. What they 
need is another hero for their age. So step forward John Glenn, a 
Democratic senator from Ohio who, 36 years ago, was the first 
American astronaut to orbit the earth. This October, after much 
lobbying for the taxpayers’ indulgence and talk of essential med- 
ical research on geriatric weightlessness, Mr Glenn will board 
the shuttle and make his second ascent to space—so proving 
once more that he, and by implication his generation, still has 
“the right stuff”. The irony is that Mr Glenn, unlike many of his 
peers, will look every one of his 77 years. 
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Carlos Menem, 


and the IMF 


BUENOS AIRES 


labour law 


President Menem has modernised much in Argentina, but not its labour law. 
The IMF thinks it is time he did that. The trade unions think not 


66 E ARE not servants or slaves to 
the IMF,” reads the freshly spray- 
painted sign on a wall near central Buenos 
Aires. Next to the words is a caricature of 
President Carlos Menem trying to sell his 
country for $1.99. That about sums up the 
current resentment in Argentina against 
the IMF. It grew stronger earlier this month 
when the Fund pressed the government to 
change, among other things, Argentina’s 
ancient, union-leaning labour laws. 
The 1Mr helps to oversee the economy, 
in exchange for financial aid. It had sent a 
mission mainly to check on the alarmingly 
large current-account deficit. In their re- 
port, IMF Officials criticised the govern- 
ment's failure to take measures to slow the 
economy, which grew by 8.4% last year, and 
to reduce the rush of imports; even now, 
foreseeing growth of only 5.5% this year, the 
Fund expects a current-account gap of 4.3% 
of GDP. This criticism on its own was 
enough to upset government officials and 
send a chill of concern through the ranks of 
business. But it was the demand for an up- 
dated labour law that irritated the average 
(and formally employed) Argentine. 


The present law dates back decades to 
the days of President Juan Peron, who rose 
to power on the shoulders of organised la- 
bour and still remains a national hero for 
supporting workers' rights. It won't do, said 
the IMF. As a condition of a $2.8 billion 
stand-by agreement, the law must be re- 
formed, and by the middle of this year. 

The aim is to ease labour negotiations 
and give companies more flexibility in hir- 
ing and firing. That in turn is supposed to 
help foster small and medium-sized busi- 
nesses, reducing an unemployment rate 
which, though down from its peak, still 
stood (when last measured, some months 
ago) at 13.7%. 

The idea of reform is no novelty. Mr 
Menem and his previous labour minister 
have spent a good deal ofthe past two years 
trying to get it done. The problem was to 
find a reform that the unions—whose main 
confederation, the CGT, is usually close to 
the ruling Justicialist Party—would accept. 

Last December, Mr Menem replaced his 
minister, installing an old friend, Antonio 
Erman Gonzalez, from the days when he 
himself was a provincial governor. Mr Gon- 





Time to strip the fat from worker protection? 
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zalez came up with an answer. The CGT 
bought it. Mr Menem was ready to live with 
it. The business lobby known as the Group 
of Eight, linking companies in the country’s 
main industries, flatly said no. 

Enter the mF. It thinks the proposed 
changes fall short of what is required by the 
stand-by agreement. There are two main 
points of discord. One is a provision of the 
current law that forces employers to negoti- 
ate terms on a nationwide level by indus- 
try, rather than company by company. The 
second is a provision that automatically re- 
news the terms of an existing labour con- 
tract if a new one is not agreed on within a 
set period of time. So unions can gain, but 
need never lose. 

A third point in dispute has more to do 
with union finances than those of employ- 
ers. The unions now have exclusive rights to 
manage employee health plans. Employ- 
ers—who pay most of the cost—want this 
changed, and fast. Competition, they argue, 
could bring better services and lower costs. 
It would also take away one of organised 
labour's main sources of income. 

The ccr is not simply stuck in the past. 
It accepts that change must come. But pres- 
sure from the iIMr could stir up nationalist 
opposition, setting the process back. Do- 
mingo Cavallo, Mr Menem's former econ- 
omy minister, now an opposition member 
of Congress, has put forward his own pro- 
posals for change. On all the main points, 
he concurs with the iMr. “What the econ- 
omy needs by way of labour laws", he ar- 
gues, "is not at all what the government is 
backing." But even he says Argentina needs 
no guidance in the matter from the IMF. 

Mr Menem’s administration has been 
close to the IMr. At its annual gathering last 
September, the Fund singled out Argentina 
asan example to others. But Mr Menem has 
also shown that he is not afraid to clash 
with the Fund, as in 1994, when Mr Cavallo 
chose to forgo the final two tranches of an 
IMF loan rather than adhere to its eco- 
nomic goals. And the president is thinking 
politically. He is barred from running for a 
third consecutive term in 1999, but no one 
expects him to retire from politics. 

That may explain why, under pressure 
to resolve the labour-law issue, he sent for 
Mr Gonzalez. Mr Gonzalez has disagreed 
before now with the 1Mr. In 1991, as econ- 
omy minister, he gave way to union and 
populist pressures and decided not to use 
austerity measures recommended by the 
Fund to fight inflation. Ultimately, that 
time, faced with 1,300% inflation, he had to 
resign—and was replaced by Mr Cavallo. 
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Ecuador 


Presidential 
guessing game 


QUITO 


ON'T rely too closely on the opinion 

polls. That is the best guidance for Ec- 
uadors coming presidential election, 
which got formally under way on April 
14th. Last time, in 1996, most pollsters got 
the result badly wrong. 

This year's election is an oddity. The 
winner in 1996, Abdala Bucaram, was de- 
posed in February 1997 by Congress—sup- 
posedly as “mentally unfit”, in fact for cor- 
rupt misgovernment—and replaced by the 
president of that body, Fabian Alarcon. Mr 
Alarcon too has been accused of malprac- 
tice while in his congressional post. Now 
the voters are to try again. 

There are six candidates. If none wins 
more than 50% on May 3ist, the two best 
placed face a run-offon July 12th. Jamil Ma- 
huad, the charismatic and capable mayor 
of Quito, representing the centre-right Pop- 
ular Democracy party, is a good bet to be 
one of the two: polls early this month (no 
more can now be published) gave him 42%. 
No one else is near that score. 

Three other men seem—now—to be 
competing for second place. Freddy Ehlers, 
a journalist, was well-known for his weekly 
television programme long before he ran 
for the presidency in 1996. He has no ad- 
ministrative experience, but his advisers 
have worked out for him a comprehensive 
programme of government. And he has 
chosen Jorge Gallardo, a highly regarded 
economist and ex-minister, as his running- 
mate. His New Country group ranges from 
the left-wing Pachakutik movement of pub- 
lic-sector trade-unionists, grass-roots social 
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organisations and indigenous groups to 
business people such as Joyce de Ginatta, 
the outspoken head of the small-industry 
lobby in coastal Guayaquil. 

Yet his support is slipping. "The voters 
aren't convinced of his programmatic or 
ideological consistency," says Polibio Cor- 
dova, director of a polling firm. The benefi- 
ciary seems to be the other centre-left hope- 
ful, Rodrigo Borja, a veteran politician who 
was Ecuador's president in 1988-92. 

Third in this group is Alvaro Noboa, à 
rich. businessman. He comes from the 
coast. In a country riven by regional rival- 
ries, that could be important, though the 
other leading candidates, all from the high- 
lands, have taken care to pick running- 
mates from the coast. And though polls 
gave Mr Noboa only 7*5, he is the candidate 
of Mr Bucaram's Roldosist Party, which has 
a basic vote of 11-14%. Mr Bucaram himself 
has been banned from running by Con- 
gress, and is in exile in Panama. But he fea- 
tures in party publicity and has always ben- 
efited from a “hidden vote" of people who 
do not readily admit their support for him. 

Without the fireworks provided by can- 
didates such as Mr Bucaram, the campaign 
looks likely to be quiet. Coastal voters at 
least have other things to worry about, with 
homes, roads and livelihoods washed away 
by El Nino. Plans to put right the damage 
are high on the candidates' agendas. Here 
Mr Mahuad's proven efficiency as mayor of 
Quito and Mr Borja's government experi- 
ence could stand them in good stead, de- 
spite their highland roots. 

One potential president who has con- 
sistently inspired confidence in his capac- 
ity to govern is absent: Jaime Nebot, leader 
of Ecuador's most powerful electoral ma- 
chine, the Social Christian Party (psc). He 
has run twice for the presidency, and lost 
twice, notably and painfully to Mr Buca- 
ram. He does not want a third defeat. 





But he will not be out of power. He is 
running for Congress instead. It too is 
elected on May 31st, and the psc is likely to 
dominate it. To some Ecuadoreans, the 
prospect of Mr Nebot at the helm of Con- 
gress and Mr Mahuad in the presidency is 
one of political stability, effective manage- 
ment and faster progress toward economic 
modernisation. Others are more sceptical. 
"The rsc is preparing for the presidential 
election of 2002. It will govern without be- 
ing in government, through Congress and 
local councils. They will be a straitjacket for 
the new president," says Mr Cordova. 





Chile 
The pensions 
not-quite miracle 


SANTIAGO 


HILE is the free-market miracle of 
Latin America, is it not? That is what 
its boosters were telling the 30-plus heads 
of government and countless journalists 
converging on its capital for the "summit 
of the Americas" this week. Nor are these 
the only people who have recently beaten a 
path to Chile's door. Admirers have come 
from all over the world to study its private 
pension system. Too bad that in a recent re- 
port the United Nations Development Pro- 
gramme argues, as others have, that the sys- 
tem, though better than the old state one, is 
still far from perfect. 

Its admirable aim is to provide decent 
pensions, 7096 of working income, for all 
contributors. In fact, says the UNDP, two- 
fifths of these will need state help. 

Under the system, employers deduct 
and pay into an individual's savings ac- 
count at least 10% of his wages, plus com- 
missions. But low earners and those who 
miss some contributions, because of peri- 
ods ofunemployment or informal employ- 
ment, risk a sorry old age. Others will suffer 
because employers are apt to under-declare 
payrolls, to cut their social-security costs. 
Some pay in only on the legal minimum 
wage of $162 a month (or $122 for domestic 
maids, frequent victims of this practice). 

Women, in general, are especially at 
risk. Alberto Arenas, head of research at the 
government's budget office, argues that 1096 
of their wages is just not enough to ensure 
them an adequate pension. In Chile, as 
elsewhere, women tend to earn less, are 
more often out of work as they bring up 
children, and then, to cap all this, get lower 
pensions than men with the same savings 
because of their longer life expectancy. 

Also notably at risk are the 1.6m selem- 
ployed in Chile's 5.7m workforce. Most of 
them do not contribute to a pension fund. 
So they will not be able to claim even the 
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state minimum pension of $125 a month, 
which is restricted to those with 20 years of 
contributions to a fund. Independent pro- 
fessionals no doubt are making their own 
own provision. Many low earners such as 





PANAMA CITY 


IS gaunt mulatto face haunts Pan- 
ama city restaurants. In 1994 Raoul 
Cedras swapped his Haitian army uni- 
form for a suit and, as part of the deal that 
restored a version of democracy to his 
country, fled with his wife and children to 
Panama and a luxury apartment tower, 
aptly named The Emperor. 

Behind him, he left a broken country. 
His secret police are reckoned to have 
killed 3,000 of his political opponents, 
and tortured many more, during his 
three-year reign. It began as a coup against 
the elected president, Jean-Bertrand Ari- 
stide, in 1991 and ended with the landing 
of an American-led intervention force. 
Now Haiti, under Mr Aristide's successor, 
wants Mr Cedras back. And others with 
him: it has asked the United States and 
Panama to hand over ten of his former 
thugs. But Panama is unlikely to say yes. It 
has been host to a long line of the politi- 
cally questionable or unfortunate—often 
enough after some American foreign-pol- 
| icycollapse. 
| One arrival, via El Salvador, was Jorge 
Serrano, a right-wing (but peace-making) 
president of Guatemala, who was forced 
out ofhis country in 1993 after he tried to 
conduct an army-backed “self-coup”. Last 
year brought Abdala Bucaram, ejected by 
a congressional coup from the presidency 
of Ecuador, amid swirling allegations of 
corruption. "Our country is being used as 
a dump for the political waste of the 
world," laments Miguel Antonio Bernal, a 
law professor at the National University 
in Panama city. 

You can see his point. In 1956, Ameri- 
can army doctors brought Nicaragua's 
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A refuge for ex-presidents 
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taxi-drivers are not. In the past, an extended 
family would have looked after them in old 
age. That cannot be counted on today. They 
will have to apply for welfare benefits, cur- 
rently worth $53 a month—and then they 
may have to wait, since only 350,000 peo- 
ple can draw such benefits at any one time. 

Pensions paid so far by the private sys- 
tem may be a deceptive guide to future per- 
formance. The savings of today's pension- 
ers were boosted by the high investment 
returns of the system's early years. But, over 
the past three years, the stockmarket has 
mostly gone downhill, lowering returns to 
an average of 1.8%, well below the system's 
4% benchmark. Since 1995, the average of 
pensions being paid has dropped. 

The figures anyway conceal wide dis- 
parities. Many of today's pensioners are 
people who took early retirement, because 
they had good pensions and could afford 


despot of the day, Anastasio Somoza (fa- 
ther ofthe more famous Somoza deposed 
in 1979), to one of their hospitals in Pan- 
ama, after left-wing rebels had ambushed 
his motorcade. He died there (his son 
opted for exile in Paraguay, only to be 
murdered there). Mr Bucaram was not the 
first ex-president of Ecuador to take ref- 
uge in Panama: before him came Carlos 
Arosemena, installed and deposed by a 
military coup at the start of the 1960s. 

The best-known refugee was the late 
shah of Iran, thrown out ofhis own coun- 
try in 1979 by Ayatollah Khomeini's Is- 
lamic revolutionaries. He spent three 
months on Panama's luxurious Pacific is- 
land of Contadora, before leaving for 
Cairo, where he died soon afterwards. 

Mr Cedras has settled comfortably in- 
to Panama, jogging on the beach in the ex- 
clusive Punta Paitilla district of Panama 
city, visiting country estates and beaches 
on the Pacific coast, and writing his mem- 
oirs. Not that he needs royalties. Few Pan- 
amanians doubt that he has stashed away 
the proceeds of various deals—not to add, 
though many do, cra cheques—from his 
days of power. For small change, he is still 
floating down on the $1m golden para- 
chute provided by the United States, 
which assures him a steady rental income 
from his properties in Haiti. “He seemed 
like a nice guy. Quiet, though—his wife 
did all the talking,” says a Panamanian ac- 
countant who ran into the ex-tyrant on a 
provincial estate. 

Rich Mr Serrano is popular in high so- 
ciety, for all that—or because—he was 
once filmed in a New York strip club with 
unclothed dancing ladies (“a plot by 
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to. For such people, the average pension to- 
day is $312 a month. But it is only $195 for 
those retiring at the statutory age. 

Bad news for pensioners is also bad 
news for the Chilean state. Its pension bill 
currently equals a huge 6% of Gpp. That will 
fall as its liability to contributors in the old, 
unfunded public system gradually dimin- 
ishes. But the original calculation that the 
bill would eventually drop almost to noth- 
ing now looks unrealistic. 

The over-60s are the fastest-growing seg- 
ment of Chiles population. They now 
number about 1.5m, 10% of the total. By 
2018 their number is expected to double to 
3m, maybe 16% of the larger population. No 
wonder the government is starting to worry 
about its commitment to those for whom 
private pension funds appear not, after all, 
to guarantee a comfortable old age. 
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: an ex-soldier these days | 
Marxist rebels", he declared. Nor do ` 
many Panamanians—or Mr Serrano— | 
seem much worried by the charges of cor- | 
ruption that Guatemala's next regime | 
tried to pin on him. He mingles with the 
great and less great at his Hacienda Coun- 
try Club, staging Peruvian paso (roughly, 
dressage) horse competitions. 

Mr Bucaram, of Ecuador, who risks 
trial should he return to his country, long 
talked of campaigning to win back his of- 
fice, in the coming election there, from a 
modest Panama city suburb. But the au- 
thorities leaned on him, and—for what- 
ever reason—he has changed his mind, 
and keeps fit with basketball instead. | 

One former ruler is missing: Panama’s 
very own General Manuel Noriega, de- 
posed in 1989 by an American invasion 
that killed far more Panamanians than | 
his regime had. He languishes, albeit in 
some comfort, in a jail in Florida. 
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Hamas, the avengetul 


GAZA 


Yasser Arafat dreads another wave of suicide bombs no less than Israel does 


c6 AMAS will never be drawn into a 
civil war with the Palestinian Au- 
thority,” says Ghazi Hamad, a political 
leader in the Islamist movement. Yet rela- 
tions between the two have taken a sharp 
turn for the worse. In the past week, the PA's 
police have arrested about 50 Hamas activ- 
ists, including Aziz Rantisi, Hamas's 
spokesman in Gaza. It is the most serious 
crackdown on the movement since early 
1996, when the PA went after Hamas, root- 
and-branch. The cause then was a series of 
suicide bombings. This time 
the showdown is over the kill- 
ing of Muhyiaddin Sharif, a 
West Bank leader of Hamas's 
military wing, Izzadin el- 
Qassam, and the brain, says Is- 
rael, behind those bombings. 

On March 29th, Sharif's 
corpse was found beside a 
smouldering car in Ramallah, 
a PA-controlled West Bank 
town. Israel's prime minister, 
Binyamin Netanyahu, deny- 
ing any Israeli role in Sharif's 
death, gave warning that, 
should the killing result in a 
terrorist attack on Israel, he 
would “hold the PA responsi- 
ble". The PA—having to begin 
with accused Israel—changed 
tack. On April 6th, its West 
Bank security chief, Jibril Raj- 
oub, said that Sharif's death 
was the result of a power strug- 
gle within Izzadin el-Oassam. 
Four days later, his police arrested Imad 
Awadallah, a Qassam leader, charging him 
with Sharifs murder. Mr Netanyahu 
praised this, saying it proved that "if it 
wants to, the PA can fight terror". 

The pa’s claim was "fabricated", said 
Mr Rantisi, who went on to suggest that Mr 
Awadallah's arrest was based on confes- 
sions by Hamas detainees that had been ex- 
tracted under torture. He himself was 
swiftly arrested. Izzadin el-Qassam re- 
leased a videotape of a masked youth who 
identified himself as Adel Awadallah 
(Imad's brother). The youth accused Colo- 
nel Rajoub of killing Sharif “in collabora- 
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tion with Israel" and pledged revenge that 
would bring “horror and sadness into the 
heart and home of every Zionist". 

[n retaliation, the PA temporarily closed 
the Reuters office in Gaza, which had aired 
the videotape. It would not, it said, allow 
Hamas "to be an authority within the [Pal- 
estinian| Authority". To rub the point 
home, the PA sent armoured personnel car- 
riers rumbling on to Gaza's streets. 

Hamas leaders in Gaza admit that Pal- 
estinian collaborators may have infiltrated 
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If it is only Israel's flag that's punished . . . 


the “fringes” of Izzadin el-Qassam. But they 
reject the suggestion of an internal feud 
over money and power. "Our fighters seek 
martyrdom, not positions," boasts a Hamas 
leader, Mahmoud Zahar. Independent Pal- 
estinians also tend to be sceptical. Through- 
out Qassam's history, there has never been 
a case of internecine blood-letting. Even af- 
ter the 1996 suicide bombings—which re- 
vealed schisms between Hamas's political 
leadership in Gaza (which opposed the 
bombings) and the military arm in the 
West Bank (which supported them)—the 
differences were resolved quietly. 

The movement's leaders have tried to 


get their followers to agree on a policy that 
calls for military reprisals to "Israeli aggres- 
sion against our people" but accepts peace- 
ful coexistence with the PA. This is the line 
that Hamas is now trying, with difficulty, to 
maintain. Whether Israel or the PA was be- 
hind the killing of Sharif, “it will be Israel 
that will pay the price,” says Mr Hamad. 

It is a price the pA does not want Israel 
to pay. For the past year, Yasser Arafat has 
been trying to marshal an international co- 
alition to exert pressure on the Netanyahu 
government. He has had some success. 
Arab governments are united in blaming 
Israel's settlement policies for the year-long 
impasse in the peace process. The Euro- 
pean Union says roughly the same. Every- 
body is waiting for a new American initia- 
tive that will call on Israel to withdraw its 
forces from a bit more of the West Bank in 
exchange for specific security measures by 
the Palestinians. The PA has implied that it 
will accept the American ini- 
tiative if and when it is made 
public. Mr Netanyahu, how- 
ever, says that an American 
package offered in the spirit of 
"take it or leave it" could 
"blow up" the peace process. 

So Mr Arafat and his men 
are desperate to prevent a sui- 
cide attack in Jerusalem or Tel 
Aviv that would fracture the 
coalition and take the heat off 
the Israeli government. They 
are therefore determined to 
suppress any challenge to 
their own version of how Sha- 
rif was killed. The trouble is 
that it is not only Hamas that 
questions the PA version. On 
April 12th, all the Palestinian 
factions in Gaza, including 
Mr Arafat's own Fatah move- 
ment, issued a communiqué 
that tried to defuse the crisis 
between the PA and Hamas. It 
called on Hamas to refrain from inflamma- 
tory statements while a proper investiga- 
tion into Sharif's death is carried out. But it 
also called on the PA to release all the Ha- 
mas activists it has recently arrested. 

This is awkward for Mr Arafat. Another 
round of prisoner releases would incur Is- 
rael's wrath and once more risk the charge 
that the PA is "soft on terrorism". But not to 
respond to the factions' call for a *thorough 
and co-operative investigation" into Sha- 
rif's death risks more repression in the Pal- 
estinian areas and, all too probably, blood 
in Israel's cities. 
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At the end of a long reign 


NAIROBI 


President Moi has little to bequeath Kenya, save sorrow 


HE 20-year reign of President Daniel 

arap Moi is entering its final phase. The 
stakes are high but nobody can see a clear 
way forward. The prize is his kingdom. Yet 
Mr Mot is no venerable statesman retiring 
gracefully, bequeathing political and eco- 
nomic achievements to a grateful nation. 
What was once a cheerful and optimistic 
country, built on a solid economic base 
and with powerful friends in the West, is 
now divided, impoverished and isolated. 

The battle for the succession is within 
the ruling party. The wily 74-year-old presi- 
dent has managed to create fear and para- 
noia among his courtiers. After his comfort- 
able victory in December's election, he got 
rid of his vice-president but did not replace 
him (it is not clear now who is officially in 
charge when Mr Moi travels abroad). He 
has kept all the corrupt old schemers in the 
government—and left them guessing. 

It seems that Mr Moi's priorities are, 
first, to let his own ethnic group “eat” (as 
Kenyans call official theft) as much as possi- 
ble before he goes and, second, to leave Ke- 
nya to a successor who will let him live in 
safe retirement. This, or so it appears, is 
more important to him than leaving a sta- 
ble economy or a united nation. Land grab- 
bing, for example, has become a common 
phenomenon. Under the guise of privatisa- 
tion, people close to the president, often, 
like him, from the Kalenjin ethnic group, 
are suddenly awarded title deeds to state 
land, a school soccer pitch or a site desig- 
nated for a clinic (which also happens to be 
a prime development plot). 

Two recent reports have savaged the Ke- 
nyan government. The auditor-general's 
annual review accuses the president's office 
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of spending $9m illegally, and cites numer- 
ous instances of unauthorised spending as 
unconstitutional.On April 8th Amnesty In- 
ternational described Kenya as a “powder- 
keg waiting to explode" and blamed the 
government for its divide-and-rule tactics 
in encouraging ethnic conflict. 

The economy meanwhile is heading for 
crisis. Growth is expected to be no more 
than 1-2% this year. Heavy rains, made 
more devastating by poor maintenance, 
have spoilt crops and washed away roads, 
bridges and telephone lines. The road to 
Mombasa, the port on which Kenya (and 
some of its neighbours) depend, has in 
places been washed away. What used to be 
a five-hour journey from Mombasa to Nai- 
robi now takes two days. 

Receipts are down: income from tour- 
ism, once Kenya's fastest growing source of 
foreign exchange, has dropped from 
$500m a year to less than $300m. Kenyans 
are growing less food and will be hungry 
this year unless maize is imported. That 
will add to the government's soaring ex- 
penditure. Salaries (the civil service has 
grown by 10% to 500,000 in ten years) take 
up half the budget; another third currently 
goes in repayment of internal and external 
debts. Kenya is living off treasury bills for 
which it pays 27% interest. If interest rates 
go on rising, debt servicing will soon ac- 
count for as much as half the budget. 

Last week, the minister of finance, Sim- 
eon Nyachae, announced severe austerity 
measures, including a 20% cut in the gov- 
ernment's wage bill. But Mr Moi's govern- 
ment has a poor record of implementing 
tough decisions and has recently backed 
away from every confrontation with strik- 
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ing workers. With such a good return on 
government debt, investors are staying 
(though not investing in much else). But if 
the government defaults, confidence will 
snap, leading to a huge flight of capital. 

Nobody can be sure what the final 
straw might be. Kenyans, and those who in- 
vest in Kenya, have thresholds of tolerance 
beyond most countries' panic levels. Kenya 
has been a “powder-keg” for years. One rea- 
son why it does not explode is that the an- 
griest people are also the weakest. The bet- 
ter-off hold back for fear that an explosion 
would destroy whatever they have. Out- 
bursts of rage in poorer areas are easily sup- 
pressed by well-paid security forces who 
show no sign of disloyalty to Mr Moi. 

In earlier crises, Mr Moi has been bailed 
out by Kenya's friends, led by Britain. He 
has usually promised just enough to satisfy 
the IMF and secure help from the World 
Bank. But since it suspended a $205m loan 
last July, the 1mF has adopted a tough new 
stance, insisting, among other things, on 
the removal of Mr Moi's corrupt cronies. 
These are the very people who can pay for 
and provide a "safe" successor. Political ne- 
cessity and economic reality will soon col- 
lide in Kenya—and the safety-net provided 
by the outside world has been removed. 
These are dangerous times indeed. 





South Africa 


Tetchy crocodile 


JOHANNESBURG 


IETER WILLEM BOTHA stepped into 

court on April 15th, a martyr to the lost 
cause of keeping South Africa Christian, 
capitalist and white. Or so he and his sup- 
porters seem to think. Others, looking at his 
record as the apartheid state's president 
from 1978 to 1989, think he is being treated 
rather leniently. He is on trial not for the 
beatings and shootings carried out by his 
soldiers and policemen, but for refusing to 
give evidence about them before the Truth 
and Reconciliation Commission, the body 
that offers amnesty to the perpetrators of 
political crimes in return for full confes- 
sions. If convicted of defying the truth com- 
mission's summons, he faces a small fine. 

Mr Botha has called the commission “a 
circus". He says that he has already an- 
swered its questions in written evidence, 
and that he has nothing to apologise for. 
The commissioners respond that his writ- 
ten submissions were waffly and evasive, 
and that, to put it gently, questions remain 
about the actions of the security forces. 

It is a delicate case. The commission 
does not want to be seen to be persecuting a 
frail 82-year-old. Nor has it forgotten that it 
was Mr Botha who revoked the ban on 
mixed-race marriages and abolished the 
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hated "pass laws", which made it illegal for 
blacks to enter white areas without permis- 
sion. But this does not absolve the Groot 
Krokodil, as he is known, from having pre- 
sided over a state of emergency in which up 
to 20,000 blacks were killed or imprisoned. 
Under his rule, the security forces fo- 
mented black-on-black violence by supply- 
ing arms to rival factions, blew up church 
property where radicals met and bombed 
countries that harboured the African Na- 
tional Congress. The victims’ families 
would like to know who gave the orders. 

Mr Botha is not planning to oblige. He 
admits to authorising a certain amount of 
violence, but says this was a justifiable de- 
fence against Soviet-backed terrorists, and 
refuses to discuss details. Like most other se- 
nior members of his government, he denies 
all knowledge of the most heinous crimes. 
So far, blame has fallen mostly on junior 
thugs, some of whom dispute their superi- 
ors’ claims of ignorance. Colonel Eugene de 
Kock, a policeman whose job was to mur- 
der anti-apartheid activists and plant 
weapons on their bodies to make it look as 
though they died resisting arrest, claims his 
activities were enthusiastically approved 
from the very top. 

If the commission were to bully Mr Bo- 
tha into talking, it would enrage those 
whites who share his belief that majority 
rule threatens to do for South Africa what 
demonic possession did for the Gadarene 
swine (his simile). Residents of George, the 
Great Crocodile’s home town, have set up a 
museum of Botha memorabilia: a silver 
cigar-case given him by Chile’s dictator, 
Augusto Pinochet; an ivory carving ofan as- 
sault rifle from UNITA, Angola’s rebel move- 
ment. If, as is more likely, he is allowed to 
take his secrets to the grave, South Africa’s 
blacks, who applauded when the govern- 
ment ordered the Botha museum closed in 
January, will be no less angry. 

Mr Botha had the chance to defuse the 
problem when two professors of neurology 
pronounced him mentally unfit. With 
characteristic pugnacity, he not only in- 
sisted that he was well but lodged a com- 
plaint against one of the doctors for disclos- 
ing confidential medical information. 





Senegal 


All clap 


DAKAR 


HE day that Bill Clinton set foot in Sen- 

egal, March 31st, the ruling party unex- 
pectedly split, thus creating the nearest 
thing the country has had to an opposition 
for the past ten years. Senegal, which has 
held regular elections since it became inde- 
pendent from France 38 years ago (another 
is due on May 24th), is one of Africa's oldest 
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experiments in democracy, 
and one of the most disap- 
pointing. Behind the 
multi-party mask lies à 
solid one-party system. Op- 
position groups come and 
go but the ruling Socialist 
Party (PS) never ever loses 
an election, and most Sen- 
egalese, recognising this, 
do not bother to vote. 

The leaders of the new 
Union for Democratic Re- 
newal (URD) are not new 
faces; most of them come 
from the inner circle of the 
ruling party. This gives 
them quite a lot of clout. 
The uRD's boss, Djibo Ka, is one of the Ps's 
founders and was on the way to being 
voted its secretary-general. But Senegal's 
president, Abdou Diouf, blocked the vote, 
giving the job to a young protégé, Ousman 
Tanor Dieng. Newly created as opposition 
leader, Mr Ka can speak with authority of 
the Ps's corruption and electoral fraud; af- 
ter all, he has served as a minister—indeed 
as minister for the interior, in charge of pre- 
vious elections. Last week he publicly asked 
for forgiveness for his mistakes. 

Fraud, however, is only one of several 
reasons why the ps never loses. The elec- 
toral system also favours the ruling party 
(and the smaller opposition groups). Even 
more important is the rewards system. Peo- 
ple are rewarded for their vote with bags of 
rice; workers in pro-government trade 
unions get the best pay and conditions; stu- 
dent party members are first in line for 
scholarships. All this binds people into a 
blurred entity consisting of the state, the 
government and the ruling party. 

Even serious challengers get co-opted. 
The Democratic Socialist Party (PDs), led by 
Abdoulaye Wade, might well have won the 
1988 election but for systematic fraud. Yet, 
rather than challenge the government, Mr 
Wade joined it. Mr Diouf gave him the vice- 
presidency and handed out ministries to 
his deputies. The presidents political 
power is pretty well absolute. Nobody can 
remember the last time that parliament 
(known locally as the "chamber for ap- 
plause") rejected one of his bills. Last year 
his cronies began the process of repealing 
fairly recent laws that set out to limit a pres- 
ident's term. Mr Diouf has already had 17 
years and his supporters say he should be 
allowed to die in office. 

His skill is in deflecting crises rather 
than tackling them. Inspirational he is not. 
Millions of television viewers were moved 
as Mr Clinton stood on the shores of Sene- 
gal's former slave island calling for a new 
relationship with Africa. Mr Diouf, who 
stood next to him, used the occasion to ask 
for more handouts, surprising Mr Clinton 
by asking him to finance a huge irrigation 





Diouf for ever 


scheme. Taiwan has con- 
tributed $30m towards the 
project but it is said to be so 
ill-conceived that it may 
never be completed. 

Tales of mismanage- 
ment and corruption have 
become part of Senegal's 
rich oral heritage. The 
economy, like so many in 
Africa, is indebted, aid-de- 
pendent and barely grow- 
ing. Yet, compared with 
most African governments 
Senegal's is stable and not 
too oppressive. Some im- 
provements have been 
made in the electoral sys- 
tem, including a new observer group. Even 
so, the chances of a change of power next 
month are slim. Many believe that if the 
URD were to pose a real challenge, Mr Diouf 
would offer Mr Ka the job he wants—and 
Mr Ka would take it. 





Frustration 


GENEVA 


HE last week of the annual six- 

week session of the UN’s Human 
Rights Commission, which ends on 
April 24th, is usually the least sleepy. 
Groups of countries beaver away to 
persuade the rest of the 53 members to 
accept resolutions showing concern at 
this or that. The commission’s only 
power is to expose wrongdoing. But 
this year, its dealings with two coun- 
tries—Congo and Algeria—illustrate 
the weakness of the UN's human-rights 
mechanism. 

A resolution on Congo will be 
passed but to little avail. Over Easter, 
Laurent Kabila’s government out- 
lawed most local human-rights groups 
and again thwarted a UN investigative 
mission—which is now being pulled 
out. A rapporteur on human rights, 
Roberto Garreton, is not allowed into 
the country. An earlier UN human- 
rights inquiry was rejected. Other UN 
good offices are ignored. 

For lack of political support, a reso- 
lution on Algeria cannot even be in- 
troduced. Its government rejects 
nearly all international scrutiny of the 
violence in its country. It seems to 
have changed its mind about a tenta- 
tive invitation that had been offered to 
UN rapporteurs on torture and extra- 
judicial executions. The problem, Al- 
| geria's foreign minister told the com- 
| mission, is with Islamist terrorism, 
| nothuman rights. Maybe. 
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The source of 
flight safety. From 
the ground up. 


At AlliedSignal, we take pride in 
being the world’s largest supplier 
of aerospace products. Still, we 
know to be your source for flight 
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well as continuously improving 
upon our existing products. 

Like industry leading Traffic Alert 
and Collision Avoidance Systems. 
Enhanced Ground Proximity 
Warning Systems that have set 
the global standard for 30 years. 
Not to mention, predictive wind- 
shear radar, deicing and runway 


management systems. 
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EUROPE 


Will Yugoslavia break again? 


BELGRADE 


Slobodan Milosevic is raising the stakes in his campaign for survival. This 
time he might lose his throne—and shrink his country 


HE man who started the bloodiest Eu- 

£ ropean war in a generation, when Yugo- 

slavia broke apart, is once again tearing at 

the fragile fabric of Balkan peace. Once 

again it is hard to tell whether Slobodan 

Milosevic is shoring up his position or un- 
wittingly plotting his own destruction. 

The low-level war he began against sep- 
aratists in Kosovo, Serbia’s Albanian-speak- 
ing province, seems to be getting worse. 
Serbs in some parts of Kosovo 
are said to be fleeing their 
homes, prompted either by 
the presence of guerrillas from 
the Kosovo Liberation Army 
or by Serb police preparing 
for another offensive. The 
Contact Group—the four big- 
gest West European countries 
plus America and Russia—is 
to decide at the end of April 
whether to stiffen economic 
sanctions against Yugoslavia 
(what remains of it, meaning 
Serbia and its little partner, 
Montenegro) to punish Mr 
Milosevic for his repression in 
Kosovo. He has done little to 
avert western wrath. 

But Kosovo is not the only 
flashpoint. Mr Milosevic is 
fighting a cold war with the 
new pro-western president of 
Montenegro. He is also threat- 
ening to undermine Milorad Dodik, the 
newly elected prime minister of Bosnia’s 
Serb Republic and the most reliable advo- 
cate of peace in that battered country. And 
in Serbia itself, the part of Yugoslavia Mr 
Milosevic really does run, although techni- 
cally he is Yugoslavia's federal president, he 
faces brewing discontent, though little ef- 
fective opposition—yet. 

Discontent would probably grow if the 
Contact Group did tighten sanctions. Al- 
ready Serbia's economy is on the verge of 
free fall. The long-heralded economic re- 
forms have become a bad joke. Their lead- 
ing advocate, Danko Djunic, resigned as 
Yugoslavias deputy prime minister on 
April 9th. On March 31st the government 


THE ECONOMIST APRIL 18TH 1998 


had devalued the dinar by 45%. The price of 
petrol shot up. People started buying up 
food in panic. Politika, a government-run 
newspaper, has stocked up on newsprint. 
And now Mr Milosevic seems to be in- 
viting further hardship. He has ignored the 
Contact Group’s request to withdraw spe- 
cial interior-ministry police from Kosovo. 
He has rebuffed urgings that foreigners 
should mediate in talks with Kosovo's sepa- 


z 





ratists. On the contrary, in a typical ma- 
noeuvre designed to make Mr Milosevic 
look a hero even as he ravages his own 
country, Serbia will hold a referendum on 
April 23rd on whether outsiders should get 
involved. Expect a resounding no. The Yu- 
goslav information minister has set the 
tone of debate by describing Madeleine Al- 
bright, the American secretary ofstate, as an 
“Islamic lobbyist”. 

Even such provocation, Mr Milosevic 
may reckon, may not goad the Contact 
Group into getting really tough. Already 
Russia, France and Italy have softened the 
hard line being put out by America and 
Britain, giving Mr Milosevic extra time and 
reducing the penalties for non-co-opera- 
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tion. He can count on them to do so again. 

Still, the dinar's dive will hurt. And con- 
frontation with the West is sharpening old 
Balkan enmities and creating new ones for 
Mr Milosevic. Milo Djukanovic, the Monte- 
negrin president who ousted a Milosevic 
crony in an election last October, is grow- 
ing more hostile. The devaluation hurts 
Montenegrins as well as Serbs. Yugoslavia's 
economic isolation cripples Mr Djukano- 
vic’s attempts to modernise his republic. 

Mr Milosevic has apparently decided to 
fight his Montenegrin rival rather than win 
him over. By branding him a secessionist 
and whipping up Serb ardour over Kosovo, 
Mr Milosevic’s allies hope to weaken Mr 
Djukanovic in Montenegro’s parliamen- 
tary election, due at the end of May. Since 
his parliament controls a big block of seats 
in Yugoslavia’s federal parliament, a defeat 
for Mr Djukanovic would allow Mr Milos- 
evic to bolster his constitu- 
tionally weak powers as fed- 
eral president. 

But it could also bring vio- 
lence, even civil war. Mr Dju- 
kanovic is not a secessionist 
yet, but he is mutinous. “The 
constitutional system of gov- 
ernment by the federation 
and the republics has been 
suspended to give the presi- 
dent untrammelled power,” 
he gloomily declares. 

Mr Milosevic's other new 
fight—with Mr Dodik in Bos- 
nias Serb Republic—could 
also be dangerous. The Yugo- 


year by backing Mr Dodik as 
prime minister. Recently, 
there was speculation that he 
would win more by claiming 
credit for turning over Rado- 
van Karadzic, the hardline Bosnian Serbs' 
leader, to face war-crimes charges at the in- 
ternational tribunal in The Hague. That 
speculation has cooled. Mr Karadzic seems 
to have vanished. And his party, apparently 
with Mr Milosevic's blessing, is now trying 
to unseat the dogged Mr Dodik. 

Perhaps Mr Milosevic is just showing 
the West that he can still make mischief in 
Bosnia. But the clash with Mr Dodik may be 
more serious than that. The Bosnian Serb 
premier is just as shaken by the dinar's de- 
valuation as Montenegro's president: the 
Serb Republic still uses Yugoslav currency. 
Mr Dodik has also infuriated Mr Milosevic 
by saying that he will honour any sanctions 
the Contact Group may impose; if forced 
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out by Mr Milosevic's friends now, he could 
count on western help to come back in Bos- 
nia’s election next September. 

At some point Mr Milosevic's lengthen- 
ing list of enemies could threaten the sur- 
vival of rump Yugoslavia itself. Though its 
president relentlessly plays the nationalist 
card, ethnic Serbs now account for just two- 


thirds of Serbia's people. The balance is tilt- 
ing towards minorities, especially the fast- 
breeding Albanians. Muslims in the Sanjak 
in the south, Hungarians in the north, oth- 
ers elsewhere, have started demanding au- 
tonomy. Mr Milosevic has always thrived 
by making enemies, but even a ruler as 
ruthless as he is needs a few friends. 
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Russia 


The greatcoat vote on the march 


MOSCOW 


Another general has taken the rank of aspiring politician 


€€ T N PRINCIPLE, I am against generals 

entering politics," said General An- 
drei Nikolaev last year. In practice, how- 
ever, exceptions can always be made. On 
April 12th the general won a Moscow by- 
election for a seat in the Duma, Russia's 
lower house of parliament. A glorious fu- 
ture in politics is widely predicted. 

In principle and in practice, Russian 
voters have nothing against generals. They 
have cheerfully elected at least half a dozen, 
most of them splenetic, to the current 
Duma. They welcome anybody who prom- 
ises to knock a bit of order into the country. 
This has included General Alexander Leb- 
ed, who has been prophesying the immi- 
nent collapse of the whole political system 
since he erupted into public life in 1995; 
General Lev Rokhlin, who came danger- 
ously close to preaching mutiny last year; 
and General Alexander Korzhakov, body- 
guard to President Boris Yeltsin until the 
two fell out in 1996. Future supply seems 
assured. The army is supposed to be shed- 


ding 425 generals in the next two or three 
years, and a deputy's job pays well. 

But General Nikolaev, at 48, is no su- 
perannuated blusterer. He was appointed a 
first deputy chief of the general staff at only 
43. His father was a general before him. His 
troops, the Federal Border Guards, were 
reckoned the least corrupt and best pre- 
pared of all the Russian forces. He resigned 
as their head in December when Mr Yeltsin 
proposed merging them with the Federal 
Security Service, the former KGB. But res- 
ignation was, by all appearances, strictly a 
career move. 

General Nikolaev might as easily have 
hung on to become chief of the general 
staff. Instead, he has prepared for politics in 
a spirit of intelligent calculation, and the 
results must have encouraged him. No 
sooner had he won a Duma seat than Our 
Home is Russia, the centrist political party 
that is closest to Mr Yeltsin, was dangling 
before him the chairmanship of the Duma 
defence committee, a job within its gift, as 
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I’m a civilian, says Nikolaev 


an inducement to join its faction. 

The offer may have come too late. The 
general may already be spoken for. His can- 
didacy for the Duma was endorsed by Yuri 
Luzhkov, the powerful mayor of Moscow. 
General Nikolaev, who calls himself a “cen- 
trist", has returned the favour by backing 
some of Mr Luzhkov’s more controversial 
causes. He has supported the system of resi- 
dency permits operated by the Moscow city 
government in defiance of the Russian con- 
stitution. He has echoed Mr Luzhkov's calls 
for Ukraine to hand the Crimean port of 
Sebastopol back to Russia. He has called for 
the formation of a “Moscow block” within 
the Duma. So if, as is widely expected, Mr 
Luzhkov runs for the presidency of Russia 
when the chance next presents itself, it 
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A man without qualities 


MOSCOW 


OLITICS touched a new low in Russia 
this week when President Boris Yel- 
tsin seemingly offered parliamentarians 
faster cars and bigger dachas if only they 
would approve his candidate for prime 
minister. The candidate in question was a 
| novice politician of 35 called Sergei Kiri- 
yenko, whose main qualification for the 
job is that Mr Yeltsin has proposed him. 
| Mr Yeltsin sacked his previous prime 
minister, Viktor Chernomyrdin, on 
March 23rd, for reasons he has been un- 
able to explain clearly since. 

The Duma, the lower house of parlia- 
ment, rejected Mr Kiriyenko's appoint- 
| ment in a first vote on April 10th. It was 
| due to vote a second time on April 17th. 
Both Mr Yeltsin and the Duma seemed 
keen to avoid the crisis that would come if 





the Duma voted three times to reject a 
presidential nominee: the president 
could then install a prime minister uni- 
laterally, and dissolve the Duma. 

On April 13th, Russian news agencies 
reported, Mr Yeltsin said he was ordering 
the Kremlin official in charge of politi- 
cians’ perks to “solve the outstanding 
problems" of Duma members—but only 
if they showed “a constructive approach” 
in Friday's second vote on Mr Kiriyenko. 
"They know what it's all about," said Mr 
Yeltsin, and doubtless they did. Duma 
deputies ride a permanent gravy train of 
housing, holidays and health care, at to- 
ken cost or none. So, for that matter, does 
Mr Yeltsin. But it is rare for either side to 
make the point quite so bluntly. 

And, for once, the Duma has been in 


the right. Mr Kiriyenko is not the man for 
the job. The gravest worry about him is a 
constitutional one: if a president of Rus- 
sia dies in office, power passes to the 
prime minister for up to three months 
while a new election is organised. Mr Yel- 
tsin might well die in office. He has never 
regained his strength since undergoing a 
quintuple heart bypass in November 
1996. Mr Kiriyenko would not be a credi- 
ble leader at such a moment. 

Some parliamentarians were calling 
this week for the constitution to be 
amended, so that interim power would 
pass to the speaker of the upper house of 
parliament, the Federation Council. Mr 
Yeltsin called the proposal “illogical”, 
though it is not. He was also sticking to his 
plan to visit Japan from April 17th to 19th. 
That would leave Russia to be run for 
three days by Mr Kiriyenko—who a year 
ago was running a provincial oil refinery, 
and before that a small bank. 
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ome say hei may run ae cain him- 
. That is by no means inconceivable— 
erience does not count for much in Rus- 
1 politics—but he will have to get a move 
ifhe wants to mount much ofa national 
ipaign. The next presidential election is 
_ two years away at most, and could come 
sooner if the ailing Mr Yeltsin dies in office. 


-. With the right backers, General Nikolaev - 
did in 1996, 15% of the first-round vote. In- 





8 might hope to take 10% or, as General Lebi 


vested wisely, that would be enough politi- 


_cal capital to buy a permanent seat at. the 7 


_ top table of Russian politics. - 



























H something from the mistakes of General 
“ignored to his cost the techniques of Krem- 


-glected. his grassroots supporters, and 
oured the world behaving like a president- 


: ‘Now General Lebed i is trying, belatedly, 
to build a new base. On April 26th he runs 
overnor of Krasnoyarsk, in Siberia. But 
as no special ties there, he has serious 
ipetition from the incumbent, and he 
uneasy relations with his main local 
f. The outcome is anybody's guess. If 
al Lebed wins, he will have his 
board for the next presidential elec- 
‘he loses, he will find it much harder 
act the money and the media needed 
esidential campaign. Another gen- 
night then capture the limelight. No 
efor Guessing which. 





1 nany” s press 


BONN 


E HELMUT KOHL leads his party to vic- 
tory again in Germany’s election in Sep- 
tember, it will be no thanks to the media. 
Even in the conservative press Mr Kohl and 
his coalition are running out of friends— 
and the unkindest cuts are coming from, of 
all places, the Frankfurter Allgemeine Zeit- 
ung (known as “the FAZ")-the most deeply 
serious of dailies in a country where "seri- 
ous” means what it says. The Kohl camp has 
long been used to barbs from the liberal 
Süddeutsche Zeitung of Munich and the 
left-wing Frankfurter Rundschau. But to be 
regularly drubbed by the FAZs weighty edi- 
torial team is a bleak new experience. 

< Not that the zaz has ever been in the 
cha cellors capacious pocket (or anyone 
else for that mane Owned by an inde- 
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ed, who refused to see that successful | 
oliticians need to master special skills. He — ^ 
| pendent foundation, the paper has often 
infighting, passed up a regional snarled at Mr Kohl’s team during its 16 


ernorship offered to him on a plate, ne- - 


vaiting until most Russians had almost 
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years in office. But, at least until recently, it 
always stuck to its line that the Christian 


 Democraticled coalition, for all its sins, 


was far preferable to any leftish alternative. 

Since March, however, when the Social 
Democrats chose the undogmatic Gerhard 
Schroder as their candidate for the chancel- 
lorship instead of orthodox-left Oskar La- 
fontaine, the FAZs stance has undergone à 
not-so-subtle change. Not that (God forbid) 
the paper has gone as far as backing Mr 
Schroder, cigar-puffing and boss-friendly 
though he be. But it has painfully eid to 
wash its hands of the present ruling lot. 

In an editorial on March 24th, for ex- 
ample, the faz wailed that Mr Kohl’s Chris- 
tian Democrats and their allies, the Chris- 
tian Social Union, had far too long 
propagated a kind of wishy-washy social 
democracy, emphasising state handouts 
rather than self-reliance. If these parties 
now had no clear alternative to set against 
Mr Schroder, the paper said, they had only 
themselves to blame. 

With an influence among German busi- 
nessmen and intellectuals far greater even 
than its daily sale of some 400,000 implies, 
the paper is not one the government can 
easily ignore. Still, it is hard to see how Mr 
Kohl can hit back. He has long refused in- 
terviews to the famously anti-establish- 
ment weekly Der Spiegel, ostentatiously 
talking instead to its buoyant newish rival, 
Focus. Short shrift is also given by Mr Kohl's 
men to Stern, Die Zeit and Die Woche—all 
members of what is termed, through 
clenched teeth, “the mafia” of Hamburg- 
based weeklies. Journalists judged over- 
critical tend to be banished from Mr Kohl’s 
aircraft on foreign trips. Might the Faz 
team join them? Hardly. After all, you can- 
not ban nearly everyone. 

Time was when a conservative govern- 
ment could rely on staunch backing from 
Axel Springer's group, including its flag- 


ship dail ly, Die Welt, and Bild, the nearest 
thing in Germany to mass-circulation pop 
and smut. Not any more. Die Welt has long 
striven for greater political balance to help 
maintain sales. Bild, scenting that its read- 
ers yearn for a new face, is increasingly am- ` 
bivalent about Mi ee EG 
r Ko €t no weighty media 
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Spain 
Losers’ — 2 


MADRID 


ists? Since the country’ S oe prime min 
ister, Felipe Gonzalez, resigned as leade 
last summer, having lost the general elec 
tion in 1996, his party has been languishin 
in lacklustre opposition. Josep Borre 
lively Catalan who served as public-wo 
minister under Mr Gonzalez, has ha 
enough. He thinks it is time to make a deter 
mined effort to win back the voters. To that _ 
end, he is inviting the Socialists, througl 
the primary-election system they recenth 
adopted, to pick him as their candidate for 
prime minister at the next election. Eo 
It will not happen without an angry v 
fight. Joaquin Almunia, a Basque lawyer 
and trade unionist who took over as secre- 
tary-general of the party last June, is Mr 
Gonzalez’s choice as prime minister in 
waiting. But Mr Almunia has never got a 
grip on his new post, largely because he lan- 2 
guishes in the shadow of Mr Gonzalez. = 
(whom the opinion polls still regularly 
rank as Spain's most popular politician). 
There has even been speculation that Mr : 
Almunia is holding the fort for Mr Gonzal- 
ez until the court cases arising from the c 
ruption scandals that mired the Socialis 
last years in power have been settled. 
would then step aside, it is thought 
Gonzalez wished to make a comeba 
So Mr Borrell seems to be figh 
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Gonzalez rather than Mr Almunia. “My 
campaign is directed at those unwilling to 
see the past block the present,” he says, 
pretty unambiguously. Ideology plays only 
a minor part. Mr Borrell, who says he is “at 
the centre of the left”, is considered to the 
left of MrAlmunia. But the real difference is 
how the two feel about the man who domi- 
nated Spanish politics for nearly 14 years as 
prime minister. Mr Almunia and his team 
are loyal Gonzalezites. Mr Borrell was never 
close to the former leader. If elected, he 
would sweep out the old guard. 

Asa result, the party machine is solidly 
behind Mr Almunia, and Mr Gonzalez is 
campaigning openly for his protégé. But 
Mr Borrell, a more gripping speaker than 
Mr Almunia, goes down well with the par- 
ty's ordinary members. It is for them to de- 
cide between the two men on April 24th. 

Whatever happens, the Socialists will 
gulp. If Mr Almunia wins, his authority will 
have been dented by Mr Borrell’s vigorous 
challenge: it will be harder for him to strike 
a deal with the communists and other left- 
wing parties that is the Socialists’ best 
chance of winning the next election, due by 
2000. But if Mr Borrell beats Mr Almunia 
he will face Mr Gonzalez’s indignation— 
perhaps even an attempt by him to recap- 
ture the party. Even if Mr Borrell proved a 
spirited leader, would he have time to 
make his mark before the next election? 

The chief beneficiary could be the man 
who ousted Mr Gonzalez from office: the 
conservative prime minister, Jose Maria 
Aznar. He has painstakingly consolidated 
his hold on power. He has kept alive a diffi- 
cult alliance with Basque, Catalan and Ca- 
nary Island nationalists by granting them 
more regional powers, even though his 
own party has long believed in a strong 
central government. He has carried out the 
economic reforms to get Spain into Eu- 
rope’s single currency, without going so far 
as to madden the trade unions and antag- 
onise lots of voters. 

Above all, Mr Aznar has managed to 
knock on the head any idea that his Peo- 
ple’s Party is a reincarnation of the old 
Francoist right. Whoever takes over as So- 
cialist leader may find it hard to stop Mr 
Aznar from having another term in office. 





France’s Protestants 
Prim but punchy 


PARIS 


[17 I A Catholic, not a Protestant, you 

know" This was the retort of prickly 
Jean-Marie Le Pen, leader of the extreme- 
right National Front, when he was quizzed 
about the “errors” he might have made dur- 
ing one of his election campaigns. “I'm not 
used to the mental gymnastics of self-criti- 
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cism!” he explained. 

In France, Protestantism, in 
the public mind, is almost synon- 
ymous with austerity and moral 
rigour; something to be re- 
spected, but not always liked. The 
Catholic who goes to confession 
"comes to terms without diffi- 
culty with his little sins and white 
lies,” says Jean-Marie Rouart, Le 
Figaro’s literary editor, whereas 
“the Protestant brandishes frank- 
ness like a dagger, which he uses 
as implacably against himself as 
against others.” 

Nobody in France gets a prize 
for guessing that Lionel Jospin, 
the country’s upright Socialist 
prime minister, is one of those 
dagger-wielders. In fact, he is a 
non-believer. But no matter. He 
was brought up in a Protestant 
family and impregnated with 
those Protestant values. That is 
what counts. For the French tend 
to think that a Protestant back- 
ground spells honesty, respect for 
one’s word, hard work, a sense of ETT 
responsibility, a modest way of 
life, tolerance, freedom of con- 
science—and a dour inflexibility. Protes- 
tants have been in the van of most of the 
great liberalising ideas and reforms in 
French history: the declaration of human 
rights, the abolition of slavery, the market 
economy, the devolution of power from the 
centre, the spread of state education, the 
separation of church and state, advocacy of 
contraception and divorce. 

This year, the French (who love their 
commemorations) are celebrating the 
400th anniversary of the edict of Nantes, 
which, in 1598, gave a degree of freedom to 
France's persecuted Calvinist minority 
known as the Huguenots. At that time, they 
probably made up about a tenth of the 
French population and a third of the nobil- 
ity. Indeed, Henri IV, the Bourbon king 
who promulgated the edict, was one of 
them until he abjured his faith to secure the 
throne in 1593 with his well-worn phrase, 
“Paris is well worth a mass,” thereby dis- 
playing a wholly un-Protestant willingness 
to bend to the wind. But then Henri, though 
a devout Christian, managed to flit be- 
tween the two religions, depending on cir- 
cumstance, no fewer than eight times. 

By the mid-17th century, some 900,000 
French Protestants were co-existing, after a 
fashion, with the dominant Catholics. But 
when Louis XIV revoked the edict of Nantes 
in 1685, the ensuing persecution saw most 
of them flee—to Britain, the Netherlands, 
Switzerland, America and, among other 
places, South Africa. Though freedom of 
worship and civic rights for all had been 
brought back under the Revolution, 
France’s Huguenots were down to 470,000 


They kept Protestants in their place then 
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by 1815. Today, with 900,000 members, the 
15 main Protestant denominations 
amount to barely 2% of the population. 

But their influence still far outweighs 
their numbers—in business, in the civil ser- 
vice and among the intelligentsia. Three of 
14 prime ministers under the current Fifth 
Republic (founded in 1958) have been Prot- 
estants: Mr Jospin, Michel Rocard and 
Maurice Couve de Murville. Add a good 
sprinkling of ministers, most on the left 
witness, these days, Catherine Trautmann 
culture minister, and Pierre Joxe, the chiel 
public-accounts watchdog. 

People still talk snobbishly of “the 
HsP"—the haute société protestante of lead 
ing families who once dominated French 
finance and business. These days it in- 
cludes Jacques Calvet, till recently the bos: 
at Peugeot, once a Protestant firm; the still 
grand Seydoux-Schlumberger industria! 
empire; the Hottinguer banking group; the 
Sommer-Allibert company, founded by the 
Deconinck family, which makes many o 
the world's floor coverings and car interi 
ors; Jean-Louis Dumas, head of luxuriou: 
Hermés; and the entrepreneurial Monoc 
family, one of whose scions, Jéróme, run: 
the vast public-works firm, Compagni 
Lyonnaise des Eaux. 

But it is through values and ideas, a: 
much as commercial success, that Frencl 
Protestants still leave their mark—save ir 
the matter of sexual mores. Here mos 
French people firmly reject what they con 
sider the quaint and puritanical censori 
ousness of the Anglo-Saxons. 
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Vaclav Havel, westward ho! 


I: WAS by no means the first time the Czech president, Vaclav 
Havel, had brushed with death: his health has been wretched 
for several years. But when Austrian doctors, treating him for a 
perforated intestine suffered during a Tyrolean Easter holiday, 
declared on April 14th that his condition was “critical”, it 
seemed his luck on this earth really had run out. He is, however, a 
lot tougher, certainly mentally, than he looks. And though his job 
Is primarily ceremonial—the Czech prime minister has far more 
power than the president—Mr Havel has much yet to do. The 
Czechs need him. 

First, they need him to help them through a particularly 
messy period of domestic politics. Second, they need him as a 
beacon of decency, humour and common sense to lighten the 
mood of sourness and acrimony that 
has overtaken them. Third, they 
need him to secure their country's 
membership of Western Europe's 
clubs. 

Can the evidently frail Mr Havel 
really make a difference? The answer 
is yes. A fine physique has never, even 
in the best of times, been his strong 
card. He is short, fattish and waddles. 
His speech, always slow, deep and 
punctuated by low throat-clearing 
grunts, sometimes falters as he 
gasps for breath, even though he 
gave up chain-smoking about a 
year ago. At times the drugs he takes 
to fight off recurrent pneumonia ga SS 
make his face puffy. He has looked NE 
much weaker since late 1996, when <I 
he had a cancerous lung chopped 
out. Now, with his latest setback, he 
will be frailer still. But his mind, at 61, 
is as sharp as ever, his will as steely. 

On the home front, he has already 
come back into his own. Last autumn 
a right-wing reforming government, 
led for most of the time since the fall 
ofcommunism nine years ago bythe Æ% 
fiercely Thatcherite Vaclav Klaus, col- == 
lapsed in a wave of financial scandals. It took Mr Havel, despite 
his weak executive powers, to help ease Mr Klaus out, to cajole 
parliament into accepting a more-or-less non-partisan banker, 
Josef Tosovsky, as caretaker prime minister, and to get everyone 
to agree to hold an air-clearing general election in June. 

It has always been hard to pigeon-hole Mr Havel ideologi- 
cally. Born into a prosperous bourgeois family, for which sin he 
was prevented from going to university, he has spent most of his 
life as a rebel. With an exceptionally witty pen, he relentlessly 
fought communist tyranny. All his 13 plays, some brilliant, poke 
fun at its absurdity. For this he was repeatedly chastised and sent 
to prison. He was the leading figure in the dissident movement 
that took its name—Charter 77—from the year of its inception. It 
was he, in 1989, who led the “velvet revolution” that left him, 
astonishingly, as president of what was then Czechoslovakia. 

None of that, however, made him an out-and-out capitalist. 
Though he embraced the market, he was always warier than 
some—especially his erstwhile companion-in-arms, Mr Klaus— 
of the dangers of unbridled get-up-and-go. When the Klaus gov- 
ernment began to implode last year, Mr Havel seemed, without 
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quite saying so openly, to side with the middling and left-of- 
centre opposition. In turn, when it came to Mr Havel's re-elec- 
tion this January, which was a matter for members of parlia- 
ment (rather than citizens at large), Mr Klaus's lot turned fiercely 
against Mr Havel—who scraped back by just one vote. 

In a trenchant new-year address, he gave warning—against a 
backdrop of returning inflation and unemployment—of the 
"darker side" of privatisation. He has been inveighing against 
dodgy banks, dirty speculation and corruption in public service. 
Of late, he has also resumed his pleas for people to become more 
"responsible", to seek *meaning" in their lives, to build a more 
honest and "civic" society. 

In all this, he is not really being party-political. He is the ulti- 

MNT a— Mate liberal individualist who also 
BOUE expects people to nurture a social 

Ex conscience. Though he is not for- 
mally religious, recent pronounce- 
ments—perhaps prompted by inti- 
mations of his own mortality—have 
had a mystical tone. He alludes to a 
"mysterious order of human exis- 
tence” and “hidden messages speak- 
ing to us from within this order". 

But, once Czech politics has 
calmed down, he will resume his 
more mundane, less nebulous final 
task: to help embed the Czechs in Eu- 
rope. Mr Havel has been a constant 
enthusiast for pulling his country, 
wholesale, to the west. 

He is himself a quintessential, 
cosmopolitan, irony-loving Euro- 
pean. He detests intolerance. His 
plays still draw audiences across the 
continent. He speaks passable Eng- 
lish, patchier German and Russian. 
He likes hobnobbing with, to namea 
few, France’s president, Jacques Chir- 
ac, and Britain’s crown prince, 
Charles. He seeks harmony with Ger- 
mans: their post-war expulsion from 
(Czech) Sudetenland was “shaming”. 
Czechs, he says, must “cultivate their Europeanness". 

He has been especially keen to persuade his liberal western 
friends that the Czechs should join NATO. The notion ofa “clever 
neutrality" in Central Europe is, he says, false. He quotes Bis- 
marck to buttress his own belief that *whoever controls Prague 
controls Europe". He mistrusts Russia, and worries about an il- 
liberal axis linking Serbs and Slovaks with Russians. He is eager, 
now that the Czechs look set to be fully in NATO by next April, 
that Balts, Ukrainians and Romanians should join too. 

He is no less keen that the Czechs should enter the Eu. He is 
delighted that formal talks for his republic to join in a first intake 
of easterners—along with Poles, Hungarians, Estonians and 
Slovenes—have now begun. He knows there will still be brutal 
arguments about the Czechs’ (and others’) readiness for member- 
ship—and jibs at having "systematically to adapt our economy 
and the whole of our legal order to the Eu's rules”. But he lauds 
the "great idea of European integration" and likes its federal fla- 
vour (regretting, by the way, the Czech-Slovak divorce of 1993). If 
he lives long enough, he would love to see the day the Czechs, as 
he puts it, “come home to Europe". It would only be fair. 
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Sea of dreams 


RIGA 


Trade is booming across the Baltic sea. Can the politicians cope? 


L IS the biggest, most complicated, and 
most promising piece of the new Eu- 
rope. The Baltic sea links the largest coun- 
tries on the continent with some of the 
smallest. On one side is prosperity, on the 
other the squalid poverty of the Russian 
outback—places such as Pskov and Karelia, 
where village life is reverting to a pre-indus- 
trial age. Democracy reigns in every coun- 
try in the region, but not the rule of law. In 
Scandinavia the state is famously honest, 
open and accountable. In Russia it isn't. 
The stakes are high. The Baltic sea is 
home to Europe's subtlest geopolitical puz- 
zle: the security of Estonia, Latvia and Lith- 
uania, collectively the Baltic states. If Russia 
loses its temper with the West, the Balts will 
probably be the cause—and the first to suf- 
fer. It is “a moral and political litmus test", 
in the words of America’s top official deal- 
ing with the region. The Baltic is also crucial 
to the economic prospects of half the conti- 
nent. It is the gateway to Russia, and the 
best chance of linking Russia solidly to Eu- 
rope. Given free trade and stability, the 
richer countries of the region will revive the 
poor countries of the east with capital and 
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know-how. In return, cheap land and la- 
bour can do the same for the overweight, 
rigid economies to the west. 

So far the signs are mixed. Business and 
informal ties across the region are thriving. 
But politics is plagued by suspicion and 
clashing interests. There is rivalry within 
Scandinavia and distrust among the Balts. 
Everyone is fearful of Russia. In recent 
weeks Russia has been noisily threatening 
economic sanctions against Latvia, the 
weakest of the Baltic trio, ostensibly be- 
cause of its treatment of its large Russian- 
speaking population. The mayor of Mos- 
cow, who could become Russia's next 
president, saw nothing absurd last month 
in comparing Latvia to Pol Pot's Cambodia. 


My history is your geography 
Mentalities and memories vary hugely. For- 
mer imperial powers rub shoulders with 
their victims. There are countries that could 
join NATO but do not need to (such as Swe- 
den and Finland); those that would like to 
but cannot yet (the Balts); and one that is 
just about to (Poland). 

Europe's newest region is older than it 
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THE BALTIC REVOLUTION 


looks. Six hundred years ago, the Hanseatic 
League, a confederation of city-states, made 
the Baltic the most prosperous part of Eu 
rope. To travel and trade between Riga 
now the Latvian capital, and Danzig, now 
Gdansk in Poland, was as natural as, these 
days, the hop from London to Frankfurt. 

The Hanseatic League was eclipsed by 
the rise of nation-states. But the region’ 
identity endured until 1940, when Stalin’ 
annexation of Estonia, Latvia and Lithua 
nia—and, by the end of the war, his con 
quest of Poland and eastern Germany- 
sliced the Baltic in half. Whereas Austri: 
and Hungary, and the two parts of Ger 
many, kept discreet connections, the 80m 
people living on communist and capitalis: 
sides of the Baltic seemed divided for ever. 

Between 1989 and 1991 this divisior 
vanished. The Baltic states, for 50 years é 
polite cartographical fiction, regained thei 
independence. Germany was reunited, Po 
land free. The neutrality of Finland anc 
Sweden began to blur. Russia, for the firs 
time in living memory, sought trade anc 
investment, not territory and power. 

Businessmen got in first. The forme: 
communist economies sucked in contract: 
and investment from the West, offerings 
workers and factories, in convenient place: 
and at knock-down prices. Trade rocketed 
In 1996 Germany and Scandinavia ex 
ported goods worth more than $29 billior 
to eastern Baltic countries, and regiona 
trade is estimated to be rising by about < 
third every year. By sclerotic European stan 
dards, the Baltic region is booming. Eu 
rope's two fastest-growing economies (ex 
cepting those rebuilding from war) are or 
its shores: Estonia’s expanded by 8% ir 
1997 and Poland's grew by 6.9%. 

If the present is good, the future looks 
even better. Multinational companies cer- 
tainly think so. ABB, Europe's biggest engi- 
neering group, plans to double its sales tc 
the Baltic states, currently $100m, in the 
next three years. Leif Johansson, head oi 
Volvo, which this year is buying good: 
worth around SKrzoom ($25m) from the 
Baltic states, expects their value to rise ten 
times in the next three to five years. 

An example that really fires the imagi- 
nation comes from a low-profile Finnish 
electronics-assembly company, Elcoteq. In 
the past six years it has become Estonia's 
largest exporter, and thus the most impor 
tant firm in the country. It makes mobile 
phones and other gadgets for Scandina 
vian companies such as Ericsson and 
Nokia. Originally it had planned to open a 
factory in East Asia; instead it has the pli- 
ant, mainly female workforce it needs just 
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half an hour by plane from Helsinki. Their 
wages are one-sixth of what Elcoteq would 
pay in Finland. 

Elcoteq was among the first Finnish 
firms in Estonia but it is hardly the only 
one. Giants like the state oil company, 
Neste, through to manufacturers with a few 
dozen employees find Estonia an easy 
place to do business. Finland is both Esto- 
nia’s biggest foreign trade partner and its 
biggest source of foreign investment. 

Links at other levels are cosy too. Fin- 
land trains, and trusts, Estonia’s military 
and security services; keeps up morale in 
the police force and the judicial system 
through exchanges and liaison schemes; 
and operates a joint coastguard and ma- 
rine-surveillance service. It is thanks partly 
to Finland that Estonia is the only Baltic 
state likely to join the European Union 
early. Linguistic ties mean that cultural 
links too are uniquely close. Tallinn is 
probably the only foreign city in the world 
where a poetry reading in Finnish can at- 
tract a crowd. 


Honourable intentions 


If the same could apply between Sweden 
and Poland, say, or Germany and Latvia, 
the region’s dreams of integration and part- 
nership would stand a chance of coming 
true. Yet this is a long way off. No other pair 
or group of countries, so far, enjoys any- 
thing like the closeness of Finland and Es- 
tonia. The reasons are part historical, part 
geographical and part political. 

The Finnish-Estonian relationship was 
blessed by deep roots (Finns have been zip- 
ping over to Estonia for weekend breaks for 
decades); by plenty of oomph in Helsinki 
(Finland was famously shrewd in its deal- 
ings with the Soviet Union); and, perhaps 
most important, by a model partner in Es- 
tonia. Of the former communist countries 
in the region, Estonia has the cleanest pub- 
lic administration (admittedly no great 
boast), the highest foreign investment per 
head and the cleverest foreign policy. 

Other western countries, looking at Fin- 
land and Estonia, would quite like some 
colonies—sorry, friends—of their own. Den- 
mark has latched on to Lithuania, Sweden 
to Latvia. Germany too makes grand, if 
largely empty, gestures towards the Baltic 
states, countries which in past centuries its 
knights conquered and barons ruled. Even 
Iceland gets an unaccustomed flash of 
limelight now and then. (It was the first to 
recognise Lithuania. In return it had its am- 
bassador chucked out of Moscow, but won 
the devotion of 3m Lithuanians and a street 
name in Vilnius: a good result, was the feel- 
ing in Reykjavik.) 

Part of this is simple self-interest. For 
Germany and Scandinavia, helping the 
Baltic states, Russia and Poland to become 
stable, prosperous neighbours is clearly 
sensible. But getting close to the post-com- 
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munist states goes beyond nitty-gritty is- 
sues; for the local western powers it is also a 
question of national virility. 

They have plenty of forums in which to 
do it. The area is rich in associations, 
groups, meetings, conferences and other 
talking shops. Few seem to bring much ben- 
efit—directly, at any rate. The biggest and 
supposedly most important (unusually, it 
includes Russia) is the Council of the Baltic 
Sea States (CBss). One Finnish official de- 
scribes it as "basically a nonsense organisa- 
tion". She is quick to add, however, that it 
has big hidden benefits. An otherwise 
pointless foreign ministers' summit in Tal- 
linn, for example, provided a handy oppor- 
tunity for the Russian foreign minister to 
see his Estonian counterpart, a meeting 
that would have been stymied by ill-wish- 
ers on both sides if arranged bilaterally. 

Many of the bodies seem to owe more 
to their founders’ desire to be seen to be do- 
ing something than any particular need. 
There is the Baltic Sea Chambers of Com- 
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merce Association and (no relation) the 
Baltic Sea Business Summit. Then you have 
Ars Baltica (for culture vultures), the Confer- 
ence of Baltic Sea Sub-Regions, the Baltic 
Cities’ Union, the Jantar regional initiative 
(organised by the Ev), Baltic 21 (by Sweden), 
the Baltic Sea Task Force, the Baltic Sea 
Fund and the Helsinki Committee for 
Environmental Protection. On no account 
should one miss the Conference of Baltic 
Sea Parliaments, nor confuse it with the 
Baltic Assembly or the Baltic Council. 
“There are too many initiatives for such a 
small region,” says a senior Polish diplo- 
mat, wearily. 

But behind all this contrived multi- 
lateralism, mountains of paper, repetitious 
calls for action and other gusts of hot air, 
some tough, self-interested power politics 
is going on. As usual, things are clearest in 
Finland. Having sorted out Estonia, and al- 
ready being well engaged in north-western 
Russia, Finland is now turning its attention 
south, to Latvia. “The great task is to save 


51 


LIS 


bo 


 THEBALTIC REVOLUTION - 


Latvia. The risk is that it will become a Rus- 
sian offshore paradise," says one of Fin- 
land's senior diplomats. 

Estonia's policy is similar. It takes pains 
to be friendly with neighbouring Russian 
local governments (its foreign-aid pro- 
gramme, for example, recently paid the wa- 
ter bill for the cash-strapped town of 
Ivangorod, just across the border). And it 
looks south. "We want to do for Latvia what 
Finland did for us," says an official. 

Although the biggest country in Scandi- 
navia, Sweden has yet to find its feet in its 
new backyard. Swedish companies are 
making inroads into the Baltic markets, but 
political steps are hesitant. "Stockholm 
keeps coming up with new ways of doing 
simple things in ever more complicated 
ways," says a diplomat from a neighbour- 
ing country. It often offers help in the form 
of splashy gestures, as when the prime min- 
ister rushed off to Riga this week to show 
solidarity with beleaguered Latvia. This 
preference for words over deeds stems 
largely from Sweden's neutrality. Whereas 
the Soviet Union forced neutrality on Fin- 
land, Sweden was non-aligned out of piety. 
The ardently anti-communist, pro-NATO, 
pro-American Balts grate on many Swedes. 
Sweden is happy to have its own robust de- 
fence against any potential adversary (Rus- 
sia), but finds it hard to handle other coun- 
tries with the same fears and ambitions. 

Oddly, it is Denmark, for decades one 
of NATO's most ineffectual members, which 
has now become an ambitious geopolitical 
player in the region. With quiet encourage- 
ment from America, the government in Co- 
penhagen has championed the Baltic 
states’ application to join NATO. According 
to Hans Mouritzen, a Danish foreign-pol- 
icy expert, Denmark's stance stems partly 
from its safe distance from Russia, and 
partly from its uncomfortable proximity to 
Germany. Danish politicians can safely an- 
noy Russia, and they are keen to counter- 
balance German influence in Europe, both 
by bringing post-communist countries into 
western clubs, and by keeping America in- 
volved in the region. 

This is echoed strongly in Poland. "Our 
policy is to keep the Russians out, the Amer- 
icans in and the Germans down," says a for- 
eign-policy guru in Warsaw, self-con- 
sciously borrowing an old NATO motto. In 
the Baltic region, Polish involvement has 
mainly concentrated on Lithuania, where 
relations (extremely chilly in the early 
1990s) are now so warm as to evoke com- 
parisons with the Finnish-Estonian love af- 
fair. The rest of the Baltic has been seen as 
something of a sideshow, except by north- 
ern commercial cities such as Gdansk and 
Szczecin. However, Poland's new govern- 
ment shows signs of wanting to catch up. 
The foreign minister, Bronislaw Geremek, 
speaks of a new “northern dimension" to 
his country's foreign policy. 
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Germany has also treated the Baltic as à 
sideshow, although for different reasons. 
The policymakers who matter in Bonn are 
worried that a high-profile presence will of- 
fend Russia. Although Klaus Kinkel, Ger- 
many's lightweight foreign minister, loves 
to describe his country as the “Balts’ advo- 
cate in Europe", Chancellor Helmut Kohl 
seems singularly unenthusiastic about ac- 
tually appearing in court for them. He 
waited until January of this year even to 
visit the Baltic states (a convenient CBSS 
summit in Riga provided an occasion). As 
in Poland, regional politicians think differ- 
ently. North German cities and state gov- 
ernments have been some of the keenest 
promoters of the region's recovery. 

Just as in other tricky parts of the conti- 
nent, such as the Balkans and Cyprus, 
America fills the vacuum left by Europe- 
ans’ indecisiveness. Its policy has two as- 
pects. On the one hand, it is quietly 
strengthening and integrating the Baltic 
states' defences, chiefly under the guise of 
Partnership for Peace (a programme for 
countries outside NATO). The Baltic states 
now have mainly symbolic joint peace- 
keeping units. More important is Baltnet, a 
planned airspace monitoring system 
which, at a flick of a switch, could be inte- 
grated with NATO's, and Finland's. There 
are also rumours of joint underwater de- 
fences (two of Russia s main submarine 
bases lie on the Baltic sea). 

But there is nothing spectacular. "We 
are waiting for the Russians to get bored," 
says an architect of America's policy, 
"while we move the Balts millimetre by 
millimetre towards the West." 

While preparing, discreetly, for the 
worst case (a resurgent, imperialistic Rus- 
sia), America (and here the other western 
countries in the region join in) is also hop- 
ing for the best: that for the first time, Russia 
may grasp that foreign policy need not be a 
tug of war, where one side's gain is anoth- 
ers loss. National pride and other hang-ups 
aside, the real tasks facing every govern- 
ment in the Baltic region are those of good 
housekeeping: to tackle the bureaucratic 
and criminal obstacles to business, to sal- 
vage the environment (par- 
ticularly the sorely polluted 
Baltic sea), and to get crack- 
ing on more humane poli- 
cies on refugees, prisoners, 
orphans and cripples (whose 
treatment in most post-com- 
munist countries ranges 
from bad to shameful). 


Love your neighbours 

Can Russia behave? Will it al- 
low its neighbours to prosper 
in freedom, and embrace 
their growing common iden- 
tity, or will it regard all this as 
a threat, and try to frustrate 


it? This is the question hanging over the 
whole Baltic region. The current era may be 
the beginning of a new golden age, or just 
an interlude between bouts of tragedy. Pes- 
simists draw comparisons with the inter- 
war years, when the Baltic states and Po- 
land regained their statehood in 1918, 
enjoyed two decades of peace and stability, 
only to be crunched by Hitler and Stalin. 

On the one hand, Russia’s policy seems 
designed to create worry and uncertainty. 
Its spies snoop and meddle. Scandalously, 
it maintains that Stalin’s annexation of the 
Baltic states in 1940 was legal. Official pro- 
nouncements favour words such as “intol- 
erable” and “unacceptable”, particularly re- 
garding the fate of 1m or more Soviet-era 
settlers in Estonia and Latvia, most of 
whom must pass exams in the local lan- 
guage and culture if they want to gain citi- 
zenship there. Many westerners agree that 
some rules are too harsh—especially for the 
elderly in Latvia. Discreet diplomatic pres- 
sure from the West has softened the Balts' 
stand somewhat; table-thumping from the 
former colonial master tends to harden it. 

But there is an encouraging side too. 
Business increasingly lubricates sticky po- 
litical relations. As usual, Estonia is a lap 
ahead of its neighbours. Its foreign policy 
explicitly encourages the sale of important 
parts of the infrastructure to powerful Rus- 
sian companies. Estonia's gas industry, for 
example, is partly owned by Russia's Gaz- 
prom (and partly by Germany's giant Ruhr- 
gas). The aim is to have powerful friends in 
both east and west with an interest in Esto- 
nia's prosperity and stability. 

This is probably the best available strat- 
egy. It has certainly warmed Estonia's chilly 
relations with Russia. But it is not fool- 
proof. In Latvia, Russian investment, espe- 
cially in finance and banking, has been 
huge, but this seems to have whetted politi- 
cal appetites for control, rather than guar- 
anteeing stability. The Baltic states' future, 
and the high hopes for the whole region, de- 
pend on sensible governments in Russia 
and on the determination and clear- 
headedness of the West. History suggests 
this is a long shot. 





Russian shadows in Riga 


p= eet E eN OUR Oo M. ua 00. uS | 


THE ECONOMIST APRIL 18TH 1998 


| > of books and multimedia 


E 





I he Economist Pocket Management Series 








Tur 





| Pocket Finance 


| This guide outlines the complexities of financial concepts and 


E Pocket Investor 


The investment business continues to become increasingly 
sophisticated by the day as new products are created, faster 
ways of selling them are established and trading levels rise 
steadily. To anticipate the markets and profit from them now 
requires more skill and analysis than before. Pocket Investor is a 
clear and lively guide through the complexities and terminology 
of the investment world, with concise essays on the subject, an 
A-Z of the key terms and concepts and a wide-ranging appendix. 


New title. Published February 1997. 215 pages HB £10.99 





practice through essays on fashions in finance, tracking savings, 
institutional responsibilities, revolutions on the stock exchange 
and the convergence of corporate finance, The comprehensive 

A-Z of terms covers all aspects of finance from Accrual rate and 
Asset cover, to Tombstone and Zero-based coupon. 


New edition. Published October 1997. 209 pages HB £10.99 





Pocket Law 


This guide contains concise essays on when to consult a lawyer, 
the key to interpreting the law and the harmonisation of 
litigation tactics. The A-Z section gives a complete listing of the 
chief concepts and terms used in law, with extensive appendices 
which offer information on leading law firms and guidance for 
further reading. 


New title. Published October 1997, 213 pages HB £10.99 


Pocket Employer 


Pocket Employer is a clear and lively guide to the complexities 
and jargon of human resources management. This publication 
also offers detailed essays on human resources methods, the 
golden rules of hiring and firing, getting the best out of your 
employees and the importance of training. The terms and 
concepts, which are listed from A-Z are accompanied with 
extensive appendices. 


New title. Published September 1997. 218 pages HB £10.99 





INFORMATION 


TECHNOLOGY 





— M 
WAY 


NEGOTIATOR 








Pocket Strategy 


Strategic thinking and planning are essential for every business. 
This comprehensive, authoritative guide contains essays on 
strategic issues of the 1990s, mergers and acquisitions, 
management consultants, company boards and a strategy for 
the environment. The A-Z section covers key terms and concepts 
from ABC method and Alliance, to Strategic control and Window 
of opportunity. 

New edition. Published February 1998. 197 pages HB £10.99 
Orders for Pocket Strategy will be despatched in February 1998. 


Pocket Information Technology 


Did the fall of IBM herald new competition in the computer 
industry or merely the rise of Microsoft? In which ways will 
increasingly intelligent machines redefine how people make 
decisions? This book makes computers comprehensible. It 
addresses key issues with clarity and wit. It cuts a path through 
the forest of acronyms and jargon that surround information 
technology. It is an invaluable source of reference to one of the 
most important influences on life today. 


New edition. Published October 1997. 232 pages HB £10.99 


Pocket Negotiator 


This guide offers clear advice on the essentials of negotiation - 
how to handle difficult negotiations, dealing with those among 
us who want something for nothing, how to recognise and 
counter ploys, and even how to effectively seek a pay rise. 

The comprehensive A-Z section details all those subjects relevant 
to the negotiator. 

New edition. Published October 1997. 218 pages HB £10.99 





Pocket Marketing 


This witty, compact volume provides you with the skills to 
identify and satisfy the changing needs of the market. The 
comprehensive A-Z section defines marketing terms and 
methods, while appendices include details of top advertisers, 
advertising agencies, global brands and the best business schools 
for marketing. A must for marketing departments, besides being 
enjoyable and useful for anyone who is selling or buying. 


New edition. Published October 1997. 192 pages HB £10.99 


ee ee ee SO S22 SS — o c 4 AU o) o] o —— o "mou SG SS SO SSS A CU Se "b um S GP "» Gece GP UP D Ó9 UD UR Gs P «" P ín sb d» en "b GOD a» 4 4 Re Um b oS b d o RP m mom 


TO ORDER 


Name: Mr/Mrs/Miss/Ms 


Simply complete your details below and return by 


My Fax: 


+44 (0) 171 839 1921 


Delivery Address (Work/Home) 


Oy Phone: +44 (0) 171 839 1937 


Please quote your reference number: MBAB 


aed Post: The Economist Shop, 15 Regent Street, 
London SW1Y 4LR, UK : Li 2 
Alternatively, you can order through The Economist 


website on: 


I would like to order: 


Pocket Investor 
Pocket Finance 
Pocket Law 
Pocket Employer 
Pocket Strategy 


Pocket Information Technology ^ 
Pocket Negotiator 


Pocket Marketing 


Total Cost (including delivery): £ UT d 


http://www.economist.com 


Country: 
No. of Copies 


Daytime Telephone number 


O UK Delivery — Standard Post £2 for 1 book plus £1 per book 
thereafter, up to a maximum of £5 


O UK Delivery - 2 days, £6 per order 


] EUROPE Delivery - Airstream £3 for 1 book plus £2 per book 
thereafter, up to à maximum of £9 


O EUROPE Delivery - 3-4 cays, £6 for 1 book plus £2 per book 





thereafter 


__ Postcode 


228 _] REST OF WORLD Delivery — Airstream £5 for 1 book 


plus £2.50 per book thereafter, up to a maximum of £15 


| enclose payment/please charge my credit card 
(delete as necessary) Tick method of payment 


g Sterling Cheque/Eurocheque (payable to The Economist Shop) 





D Visa (jJ MasterCard 
D Diners Club © American Express 
2>. Card No. 
koa 4 Populi Dake + - | 
Card Expiry Date- |. 47 LL 


Cardholder's name Mr/Mrs/Miss/Ms 





Cardholder's signature 


L] ido not wish to receive promotional literature from other companies 
PRICES CORRECT AT DECEMBER 1997 


15 Regent Street, 

London SW1Y ALR, UK 

Tel; +44 (0)171 839 1937 
Fax: +44 (0)171 839 1921 
http: /^www.economist.com 


[he Economist 


Shop 





THE ECONOMIST REVIEW 


Waco and Masada 


Israeli writers catch best the 


irit of disillusion and reinterpretation that sur- 


rounds Israel’s celebration of its 50th anniversary 


EN a fist, says Israel's finest poet, 
Yehuda Amichai, was once an open 
palm, with fingers. As Israel celebrates its 
50th birthday this month—following hard 
on the centenary of the Zionist movement 
itself—it is hard to render a balanced ac- 
count of its remarkable story. On one side 
of the ledger is the epic of redemption. The 
remnant of the Jewish people, after two 
millennia of persecution, rises from Hit- 
lers death camps and returns to plant a vi- 
brant democracy in Judaism's birthplace. 
Seen this way, Zionism is indeed, as the 
New Republic’s Martin Peretz has put it, 
“the God that did not fail”. But there is an- 
other side of the ledger, on which it is neces- 
sary to inscribe a different story, elements 
of which must include the supplanting of 
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the Palestinians and the slow fading of 
some of Zionism's highest hopes for itself. 

Too much writing about Israel used to 
adopt one or other of these perspectives, 
simplifying and then exaggerating either 
the epic of redemption or the tragedy of dis- 
possession, depending on the author's 
taste. More recent books show a better bal- 
ance. Among the present crop, Con Cough- 
lin's portrait of Jerusalem captures the edgi- 
ness of this beautiful and bitter city. Martin 
Gilbert's massive history of Israel is a fair 
narrative, but with little fresh research. AJJ. 
Sherman portrays the bafflement of Brit- 
ons caught up in the passions of manda- 
tory Palestine. Ben Wicks offers a breezy but 
slight account of Israel’s birth. Two weight- 
ier contributions are Geoffrey Wheatcroft's 
thoughtful history of Zionism and Alan 
Dowty's comprehensive review of Israeli 
politics after Zionism's first century. 

However, the most interesting books 
about Zionism are those being written by 
Israelis themselves. Israel has approached 
its jubilee with commendably little vain- 
glory and much uneasy introspection. 
"Tekuma" (Renaissance), a television his- 
tory of Israel's birth, has outraged some cab- 
inet ministers for being insufficiently cele- 
bratory. In political science and sociology, 
too, Israel has over the past decade pro- 
duced a growing literature of disillusion 
and reinterpretation. 


Home truths 


A review of this writing has to be selective, 
but a good example is Nachman Ben- 
Yehuda's “The Masada Myth”. Its author, 
an Israeli sociologist who became inter- 
ested in the question of political assassina- 
tions, stumbled across a paper by an Ameri- 
can sociologist, David Rapoport. Mr 
Rapoport compared three groups of an- 
cient murderers: the Islamic Assassins, the 
Indian Thugs, and the Hebrew Sicarii, who 
practised murder and terror at the time of 
the Jewish revolt against the Romans in the 
first century after Christ. To his consider- 
able indignation, the Israeli discovered 
that his American counterpart was under 
the impression that it was this group that 
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had perished on the mountain overlooking 
the Dead Sea. 

Mr Ben-Yehuda was indignant because, 
as every Israeli schoolboy knows, the peo- 
ple who died on top of Masada were not 
the thuggish Sicarii. They were Zealots, the 
remnants of the Jewish rebels against 
Rome, who after a desperate battle chose a 
gallant mass suicide in preference to cer- 
tain defeat by the imperial army. Intent on 
putting his American colleague straight, Mr 
Ben-Yehuda repaired to his library to con- 
sult the works of Josephus, the main source 
on the period. “To make a long story and a 
painful weekend short,” says Mr Ben- 
Yehuda, “let me state that on Saturday 
night I knew that Rapoport was right and I 
was wrong.” The Jews who killed them- 
selves on Masada were almost certainly a 
band of Sicarii, who had massacred a lot of 
fellow Jews. And, although they were be- 
sieged, there was no fierce last battle against 
the Romans. In other words, Masada was 
more Waco than, well, Masada. 

The book that Mr Ben-Yehuda subse- 
quently wrote explains how what hap- 
pened at Masada was falsified and fash- 
ioned into a powerful myth, not least by 
Yigal Yadin, a famous Israeli soldier-ar- 
chaeologist (and, adds Mr Ben-Yehuda, 
“moral entrepreneur’). In its early decades, 
Israel needed some such myth. New re- 
cruits trekked by moonlight to the moun- 
tain’s summit for a dramatic torchlight in- 
duction into the armoured corps. “Masada 
shall not fall again” became the leitmotif of 
the embattled old-young nation. 

Zeev Sternhell’s “The Founding Myths 
of Israel” is a much broader review of the 
country’s history. His chief aim is to tease 
out the relationship between Israeli social- 
ism and nationalism, and to show how the 
former was pressed into the service of the 
latter. But he also attempts to correct the 
way in which Jewish history has so often 
been studied in isolation from history as a 
whole. This, he argues, has perpetuated 
myths flattering to Israel’s collective iden- 
tity, leading too many historians of Zion- 
ism to lock themselves in an intellectual 
ghetto where there are “no criteria of uni- 
versal validity”. His own view is that Zion- 
ism is a typical product of modern nation- 
alism, and that Israel’s present challenge is 
not unique either. The Jewish state has to 
confront the familiar task of creating a sec- 
ular, liberal society based on a concept of 
citizenship that can be shared by all its peo- 
ple, including its Arab minority. 

Mr Sternhell does not believe that any 
of this needs to add up to a criticism of the 
Zionist project itself. “Nothing could be 
more erroneous”, he says, “than to regard 
all attempts to make Israeli society an open, 
liberal and secular society as an attack on 
Zionist objectives.” But the exact boundary 
between anti-Zionism and what many Is- 
raelis call post-Zionism is sometimes diffi- 
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cult to discern. This is because “post-Zion- 
ism”, like Zionism itself, comes in different 
flavours. Sometimes it refers simply to the 
idea that, with Israel a reality, something 
new must now take Zionism's place. At 
other times post-Zionism refers to the pro- 
ject of re-examining Zionism's central be- 
liefs. Sometimes, but not always, this pro- 
ject assumes that Zionism was flawed from 
the start, not just a movement—perhaps an 
admirable one—that has run its course. 

In “One Hundred Years of Zionism”, 
Amnon Rubinstein disentangles some of 
these strands from a pro-Zionist perspec- 
tive. Among his main targets are the ultra- 
Orthodox Jews who opposed the move- 
ment from its inception and the various 
species of post-Zionist intellectuals who see 
Zionism as a form of colonialism or racism. 
But he also tries to rescue his own concep- 
tion of Zionism from another group of ene- 
mies: not anti-Zionists in this case, but Zi- 
onists like the man who murdered Yitzhak 
Rabin. That murder, he says, illustrated the 
deep abyss between two mutually alien 
perceptions: "humanistic, peace-loving 
and compromise-seeking Zionism, on the 
one hand, and national-religious Messia- 
nism, which rejects the very principles of 
classic Zionist teachings, on the other." 

It is easy to look at Israeli politics today 
and conclude that this second version—or 
perversion, as Mr Rubinstein would have 
it—of Zionism is in the ascendant. The reli- 
gious right is certainly growing in par- 
liamentary strength. But it is as well to be 
reminded that for the most part the Zionist 
mainstream was indeed humanistic and 
compromise-seeking. And against the 
growth of the religious right must be set the 
fact that Israel as a whole has become more 
liberal, modern and less ideological. 

There is a hint of this in Mr Ben- 
Yehuda's book on Masada. For no less in- 
teresting than his description of the fab- 
rication of the Masada myth are the 
reasons for its subsequent decline. Since 
the 1970s, Israelis have shown diminishing 
interest in the story. The army no longer 
uses the site for swearing in. Among the ex- 
planations Mr Ben-Yehuda offers are a 
growing awareness of the true facts of Ma- 
sada; discontent with a symbol bound up 
with suicide and failure; and a change in 
values. Until 1967, he argues, Israel was a 
closed and anxious society. Since then it 
has become progressively less claustropho- 
bic, more confident, less preoccupied with 
nation-building, more self-critical, and 
more interested in the quality of life. 

Such a society has little need of a Ma- 
sada, still less a Waco. Whether Zionism is 
interpreted as epic or tragedy, these books 
impart the feeling that a chapter is closing. 
Now that the story of the country’s creation 
is over, the next chapter will be about the 
sort of society Israel wants to be. Although 
many of Zionism’s controversies remain 
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unresolved, the new writing from Israel 
suggests that the Jewish state is acquiring 
the self-confidence to make an honest ac- 
counting of its past, unclench the fist and 


move on. 





The failures of the Arabs 
The politics of 
disappointment 


THE DREAM PALACE OF THE ARABS: A GENERA- 
TION's Opyssey. By Fouad Ajami. Pantheon; 
368 pages; $26 


€€ A CULTURES respect and approval 

can be strange. There is no justice in 
the way they are given or withheld." Fouad 
Ajami's reference is to King Abdullah of Jor- 
dan, assassinated in 1951 for having pro- 
posed an accommodation with the fledg- 
ling Zionist state of Israel. "In an Arab 
political history littered with thwarted 
dreams, little honour would be extended to 
pragmatists who knew the limits of what 
could and could not be done.” 

Mr Ajami, American academic by pro- 
fession but Lebanese Shia by birth and 
background, must expect the same lack of 
honour.Seen through most Middle Eastern 
eyes, his analysis of the Arab world's “poli- 
tics of disappointment" will be much too 
pragmatic for comfort. In Mr Ajami's view 
no regime, be it Nasser's or Saddam Hus- 
sein's, has deserved to be in power; no ide- 
ology, be it the Greater Syrian nationalism 
of Antun Saadah or the revolutionary pan- 
Arabism of George Habbash, has deserved 
the faith of its followers. And precious few 
are the Arab intellectuals who dare to point 
out that totems of the modern Arab iden- 
tity—solidarity with the Palestinian cause, 
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for example, or the unifying potential of Is- 
lamic theocracy—are illusions in a Middle 
East where Israel is an established fact and 
the petrodollar has weakened. 

All this makes for a book that is beauti- 
fully written (Mr Ajami has poetic flair as 
both author and translator), yet somehow 
dispiriting. The title is an allusion to the 
“Seven Pillars of Wisdom”, in which T.E. 
Lawrence (of Arabia) writes of his failed at- 
tempt on behalf of the Arabs to “build a 
dream palace of their national thoughts”; 
the subtitle, “A Generation’s Odyssey”, is an 
apt comment on the long drawn-out failure 
of Mr Ajami and his contemporaries, in so- 
cieties diverted first by an alien western sec- 
ularism and now by an Islamic obscuran- 
tism, to find a pathway to political, social 
and economic maturity. 

That failure is beguilingly portrayed in 
the life and suicide of Khalil Hawi, a Leba- 
nese poet much admired by Mr Ajami. 
Hawi chose his moment to demonstrate 
his despair, killing himself on June 6th 
1982, after Israel invaded Lebanon—a last 
indignity to be counted with those brought 
upon that benighted country by Yasser 
Arafat and his Palestinians; by the interne- 
cine Lebanese factions; and, indeed, by a 
social system in which Hawi, who had once 
laboured as a bricklayer, never felt properly 
at ease as a professor at the American Uni- 
versity of Beirut. 

For Mr Ajami, Hawi's death is some- 
how a gesture of integrity, as is the refusal of 
Naguib Mahfouz, Egypt's literary Nobel 
laureate, to compromise with the Islamic 
fanaticism which, in 1994, led to an attack 
on his life. By contrast, he regards commen- 
tators such as Muhammad Hassanein 
Heikal as lesser figures, flawed by their criti- 
cism of the peace accords between Israel 
and the Palestinians and their implicit un- 
willingness to recognise reality. 

Maybe so, and Mr Ajami's strength is 
that he can pose convincingly as both out- 
sider and insider. Who better than an Arab 
émigré of Shia (and, given the literal mean- 
ing of his name, Persian) origin to explain 
the nuances ofthe Middle East to America? 
Who better than an Arabic-speaking policy- 
wonk resident in New York to clarify for the 
Arab world the requisites of American pol- 
icy? As the United States ponders the latest 
problems with Iraq, and bemoans the dis- 
integration of the Desert Storm coalition it 
built with the Arab world, Mr Ajami's in- 
sights are revealing. 

But Mr Ajami can also be said to fall be- 
tween two stools: he is both too subtle, too 
aware of Arab complexities to appeal to 
America's simple logic on the Middle East, 
and too distanced from the visceral emo- 
tions of recent history to appeal to Arab 
sentiment. The question he fails satisfacto- 
rily to answer is why intelligent analysts 
such as Mr Heikal or Hisham Sharabi (a dis- 
tinguished Palestine-born academic long 
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resident in America) or Edward Said, a Pal- 
estinian-American author, all connive in 
this “politics of disappointment”. 

Mr Ajami's criticism of the Arab intelli- 
gentsia, present and past, is a mite too 
sweeping and caustic. True, the infatua- 
tions with Nasserism and Baathism proved 
damaging mistakes—but they were origi- 
nally welcomed by liberals everywhere as 
indigenous reactions to colonialism and 
feudalism. When Mr Ajami urges “the Arab 
political imagination to go beyond” the 
Arab-Israeli conflict, he is right. But does 
such a journey of the imagination require 
acceptance of the Oslo accords signed in 
the name of Israeli-Palestinian peace? In 
the name of realism, perhaps so; but, in the 
depressing aftermath of Oslo, those Arab 
intellectuals who disagree are being neither 
dishonest nor cowardly. If Mr Ajami 
sympathises with Khalil Hawi, he should 
sympathise with them, too. 





PPE of global capitalism 


Pro and con 


THE COMMANDING HeEiGutTs. By Daniel 
Yergin and Joseph Stanislaw. Simon and 
Schuster; 457 pages; $26 and £18.99. 


FALSE DAWN: THE DELUSIONS OF GLOBAL CAP- 
ITALISM. By John Gray. Granta Books; 240 
pages; £17.99 


D MUCH of the world over the past 20 
years, thinking on the proper roles of 
government and the market has changed 
profoundly. It is no exaggeration to call this 
change a conservative revolution. Almost 
everywhere, and far more than modern 
"centre-left" parties are willing to admit, 
what was once regarded as conservative 
thinking has become the new economic or- 
thodoxy. In many cases the traditional de- 
bate between "left" and "right" has been 
abandoned  altogether—as in Britain, 
where Tony Blair says his New Labour gov- 
ernment transcends these outmoded cate- 
gories. In others the ground has shifted to 
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questions that used to be regarded as of sec- 
ondary importance. For instance, rather 
than arguing about the merits of privatis- 
ing state-owned enterprises, political par- 
ties are more likely to disagree about ex- 
actly how, once privatised, the enterprises 
should be regulated. 

Almost everywhere, the old left has 
capitulated. Almost everywhere, *modern" 
centre-left parties are much like traditional, 
moderate conservative parties, though 
with up-to-date public relations and added 
self-righteousness. As a result, the range of 
policy choices receiving serious consider- 
ation has narrowed dramatically. In this 
new consensus—in theory, at least, though 
by no means always in practice—markets 
have the upper hand. Taxes and public 
spending are best kept low; public borrow- 
ing is dangerous; inflation is not to be toler- 
ated; explicit economic intervention by the 
state must always be justified. This much 
and more is common ground. 

How did this strange thing happen? 
"The Commanding Heights", by Daniel 
Yergin and Joseph Stanislaw, tells the story 
about as well as it can be told, at least for the 
general reader. And a fascinating tale it is. 

The authors are energy-industry ana- 
lysts in their day-jobs (president and man- 
aging director, respectively, of Cambridge 
Energy Research Associates); Mr Yergin 
won a Pulitzer prize for “The Prize", a book 
on the oil business. They tell the story in a 
straightforward way, both as political his- 
tory and as a history of ideas. They begin 
with an account of the pre-revolutionary 
consensus, such as it was, in Europe, Amer- 
ica and the third world, and then describe 
how it collapsed, partly under the assault of 
new thinking, and partly under pressure of 
experience. With chapters on Britain (even 
Lady Thatcher may feel that her role re- 
ceives due recognition), East Asia, India, 
Latin America, Eastern Europe, Western 
Europe and the United States, they plot the 
course of this global transformation in eco- 
nomics and government. 

It is a book that certainly needed to be 
written, and subsequent competitors will 
have a hard time improving on it. The au- 








E: a. 







ES ‘Alenia 


INMOVS TRY 


TRA OE 





THE ECONOMIST REVIEW 


thors are meticulous about information, as 
their background might lead you to sup- 
pose, and they convey a ton of it. More sur- 
prisingly, perhaps, they write a thoughtful, 
nicely paced and often witty narrative. 
They tell a story with characters, not just 
events and ideas. Just often enough, once 
every dozen or so interesting facts, comes a 
splash of colour and a telling anecdote. 
There is no triumphalism: the authors are 
keen on markets, but aware of their draw- 
backs, and give these proper attention. In 
every way, the book is very well done. 

But what on earth would John Gray 
make of it all? He would say that “The 
Commanding Heights” entirely misses the 
point—whereas his own “False Dawn” gets 
right to it. The effort to build free-market 
capitalism, so fondly narrated in “The 
Commanding Heights”, will fail twice over. 
It will fail first in its own terms, because 
laisser-faire is a Utopian folly: it cannot be 
built, only (unsuccessfully) attempted. And 
it will also fail in a more important way: 
the futile effort to create this Utopia will do 
great and irreversible harm to all manner 
of things that right-thinking societies hold 
dear. Mr Gray, the blurb says proudly, *of- 
fers no hope, suggests no immediate re- 
forms and predicts a very dark future”. You 
might be depressed if this honesty weren't 
so "refreshing". 

Mr Gray, formerly of Oxford and now 
professor of European thought at the Lon- 
don School of Economics, is an extremely 
clever man. This book, like all his others, is 
teeming with arguments and ideas. Wrong- 
headed as it often seems, it is hard to put 
down, and economic liberals would do 
well to test their ideas against it. Often Mr 
Gray is a formidable opponent, and the 
contest is profitable. 

He avoids the usual boring mistakes of 
the anti-market genre. Lesser minds make 
the elementary error of thinking “new tech- 
nology good, international trade bad”. Mr 
Gray sees that if one is bad, both must be. 
(This is right: trade is just a kind of technol- 
ogy.) That is why he is consistent, at least, in 
putting technology at the centre of his dis- 
mal forecast. “A truly global market is be- 
ing created by the spread of new techno- 
logies ... the result is not a universal free 
market [there can be no such thing] but an 
anarchy of sovereign states, rival capital- 
isms and stateless zones." 

The trouble is, as well as being clever 
and provocative, Mr Gray is often con- 
fused, always given to hyperbole and is oc- 
casionally plain crass. He is more inter- 
ested in big ideas than facts of any size. 
Indeed, he lets slip now and then that he is 
more interested in the contradictions of 
liberal ideology, “the Enlightenment Pro- 
ject”, than in the approaching end of civi- 
lisation, the latter being a mere oncoming 
fact rather than a school of thought. 

But in a book about the delusions of 
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capitalism Mr Gray must sometimes de- 
scend from the heights of political philoso- 
phy to say bad things about economics. He 
is as illiterate in that subject as he is erudite 
in the other. An aside on the theory of ratio- 
nal expectations, for instance, shows that 
he has not bothered to check an elementary 
textbook on the subject. The idea that cap- 
italist growth means environmental despo- 
liation and violent rivalry over resources is 
crucial to his prediction, but never actually 
examined. His praise for the countries of 
East Asia, the world's “most successful 
economies", is merely ill-timed—but his 
view that "Asian capitalisms are guided by 
governments with a view to preserving the 
cohesion of the societies they serve" is 
laughably innocent in one who, like Mr 
Gray, stares unflinchingly into the abyss. 

*False Dawn" has its uses. "The Com- 
manding Heights" is much the better guide 
to the future of capitalism. 





Theodore Roosevelt 


A strenuous life 


TR: THE Last ROMANTIC. By H.W. Brands. Ba- 
sic Books; 903 pages; $35 


IL IS easy to understand why Theodore 
Roosevelt continues to fascinate readers, 
writers and publishers. He was the only 
genuine eccentric ever to be president of 
the United States, and was extremely love- 
able. He was also a fierce hater, but the man 
he hated most, Woodrow Wilson, hit him 
Off best, being as susceptible as everybody 
else to TR's charm: “He is a great big 
boy ... There is a sweetness about him that 
is very compelling. You can't resist the man. 
I can easily understand why his followers 
are so fond of him." 

TR was not as eloquent an orator as Wil- 
son, but he was fully as articulate, bursting 
with energy, and running over with ideas. 
Perhaps the most engaging thing about 
him for Americans was that they never 
knew what he would do next, whether in 
office or out of it. He provided marvellous 
copy, and if his most famous legacy is the 
teddy bear rather than the Panama Canal, 
that is no incongruity, for his legend is es- 
sentially comic. 

What is not so clear is why another fat 
biography is necessary. Books about TR are 
popular and Americans seem to like 
doorstoppers, so “TR: The Last Romantic" 
will presumably succeed commercially. 
But the intellectual return is minimal. After 
more than 800 pages (not counting the 
notes and index) no moderately informed 
reader is likely to feel that he has learned 
anything new. 

H.W. Brands has the good sense to 
quote Roosevelt himself as much as possi- 





ble, so the biography is never inert. But it is 
not fresh. Mr Brands has nothing new to 
say about American politics, history or soci- 
ety, or about his hero. His style is clear and 
easy, if perhaps a shade too colloquial, and 
he has done his archival work very thor- 
oughly. He is probably not a natural biogra- 
pher: apart from the central figure, who 
looks after himself, none of the main char- 
acters really comes to life. But the biogra- 
phy's gravest weakness is that it uninten- 
tionally raises a serious doubt in the 
readers mind: was Theodore Roosevelt ac- 
tually very important? 

His pre-1914 diplomatic efforts were, as 
Mr Brands sees it, of interest only to Ameri- 
can commentators; Europeans presum- 
ably thought them insignificant. He failed 
to put Japanese-American relations on a 
permanently satisfactory footing, though 
not for want of trying. He got the Panama 
Canal dug, but it was an idea whose time 
had clearly come. He sponsored some use- 
ful reforms, including the first Pure Food 
and Drug Act, but his legislative achieve- 
ments were at best modest. His egoistical 
grab at the presidency in 1912 merely let 
Woodrow Wilson into the White House. 
His various exploits, as a cowboy, as a vol- 
unteer soldier in the Spanish-American 
war, as a big-game hunter and as an ex- 
plorer in the Amazon basin, make good 
reading in a Boy's Own way, but lack reso- 
nance. 

In fact, TR dramatised the presidency, 
setting an example which has for long been 
eagerly followed (the tendency is perhaps 
now thoroughly out of hand). But he can 
never emerge as a first-rate historical topic 
unless his relations with his times are thor- 
oughly explored. When they are he is a 
means of studying the American con- 
sciousness: ie, what was it about the United 
States that made him so exciting to the vot- 
ers? Unfortunately, Mr Brands does not at- 
tempt to answer this question more than 
cursorily. 
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Where the power lies in Britain 
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gated to quangos, often appointed by ter in the early 1920s, to the election last | 
ministers themselves, or to the Bank of year of William Hague as the youngest | 
England. The government can get away leader of the Conservative Party this cen- 
| | 
| 
| 





with providing incomplete information tury. And he examines the circumstances 


to parliamentary inquiries. And Mr Blair in which parliaments since 1950 have 
himself is seldom in the House of Com- been in the last couple of centuries.” But been dissolved. 

mons and has cut his own question time — the scope of “Over Here” is much wider Mr Watkins provides facts not theo- 
to a single weekly session. than Westminster and Whitehall The ries. The words and actions of the main 


Mr Riddell's ten proposals for the re- first career diplomat ever to become participants in each leadership contest 
form of Parliament include the following. American ambassador in London, a post are minutely chronicled. He reveals what 
The chairmen of select committees, usually occupied by a plutocrat, Mr Seitz disease killed Hugh Gaitskell, the leader 
which scrutinise the affairs of individual takes a humorous and sympathetic look ofthe Labour Party before Harold Wilson, 
government departments, should be paid at British society from top to bottom.Cov- and which tie Sir Geoffrey Howe, the Con- 
more to improve their status. Top public ering everything from the queen to cock- — servative minister who did most to knock 
appointments by the government should — neys and from cats to cricket, Mr Seitz Margaret Thatcher off her perch, was 
be subject to parliamentary approval raises a point in every paragraph and a wearing when he resigned. But Mr Wat- 


And bills should be examined in draft by smile on every page. kins leaves readers to draw their own les- 
| select committees so that governments The British enjoy being analysed by sons from the events he records. 
| cannotusetheir majorities to ram ill-con- — outsiders—especially when the outsider Nonetheless, his minute description 


- ———MM —— ÀÓ——À À — a 


sidered legislation through the House. (unlike Paul Theroux in "Kingdom bythe ofeach change of leadership vividly high- 

But Mr Riddell also concludes that Sea”, for instance) obviously likes them. — lights how much has altered in the past 75 
accountability could be improved bylim- Mr Seitz follows a compatriot, Bill years. Informal soundings about the 
iting Parliament as well as by strengthen- Bryson, on to the bestseller lists. But party leadership have been replaced by 
ing it. After all, the majority of MPsatany whereas Mr Bryson's “Notes from a Small formal elections with a progressively wid- 
one time will supportthegovernment.As Island” describe a journey round Britain ening franchise. As a result, the decisive 
Tony Wright, a thoughtful Labour MP by public transport, punctuated by stays role in choosing the party leader has grad- 
quoted by Mr Riddell, observes, the in forlorn hotels, Mr Seitz, as befits his ually shifted from the monarch, to MPs, 
House of Commons’ “partisan character ambassadorial status, prefers the comfort and now to party members. Parliamen- _ 
will always triumph over its collegiate of limousines and stately homes. tary manoeuvres will remain important. | 
character.” So Mr Riddell’s principal re- Mr Seitz has some harsh criticisms of But in future the masses, not the few, will | 
commendation is a limitation of par- the Clinton administration for its poli- choose Britain's leaders. | 
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Lyndon Johnson 


War-damaged 


FLAWED GIANT. By Robert Dallek. Oxford Unt- 
versity Press; 687 pages; $35 


E REMAINS a puzzle. In a recent as- 
sessment by 32 historians, 15 of them 
regarded Lyndon Johnson as a near-great 
president, 12 thought him only average and 
five said he was as either below average or a 
failure. The cause of the variation is the dis- 
crepancy between Johnson’s domestic 
record and his failure in Vietnam. At home 
he was a great reforming leader. In foreign 
affairs he is indelibly tainted as the man 
who came into office with some 18,000 mil- 
itary advisers in Vietnam and who left of- 
fice with more than 500,000 troops sta- 
tioned there. 

In “Flawed Giant,” Robert Dallek, a his- 
tory professor at Boston University, has 
completed a massively researched and per- 
suasive two-volume biography of LBJ. This 
second volume, covering the period 1961- 
73, draws strength from newly-available 
material, including some 3,700 taped con- 
versations (an additional 6,500 have still to 
be released). The treatment of Vietnam 
profits enormously from use of the accurate 
unpublished manuscript on the war by 
William Bundy, who was assistant secre- 
tary of state for East Asia during the critical 
events. 

Mr Dallek supplies the answers, or at 
least the necessary information from which 
conclusions can be drawn, on the largest is- 
sues. A standard view is that Johnson, the 
former Senate majority leader, was a preter- 
naturally skilled political leader with a 
complete grasp of the domestic situation. 
His flaws were his lack of education and 
sophistication, crude bellicosity, deceitful- 
ness, nastiness and a lack of familiarity 
with foreign affairs. Mr Dallek’s work sug- 
gests the need for a dramatic reversal. John- 
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son’s flaws, which included an at- 
traction to the grandiose and a 
failure to appreciate the limita- 
tions of government, contributed 
to his great domestic achieve- 
ments and were not the cause of 
his problems in Indo-China. 

When Johnson took key deci- 
sions on Vietnam in 1965, he had 
popular as well as elite support. 
As Mr Dallek recalls, a poll in the 
summer of that year indicated a 
ten-to-one margin against Ameri- 
can withdrawal. This consensus 
casts doubt on the many at- 
tempts made since then to hold 
flaws in Johnson's character 
wholly or mainly to blame for the 
mistakes made in Vietnam. So 
does the support the broad thrust 
of his policy enjoyed from men as different 
as Averell Harriman, McGeorge Bundy, 
Robert McNamara and, later, Richard 
Nixon and Henry Kissinger. 

Mr Dallek can be careless but, despite 
his occasional lapses, he has provided the 
finest available portrait of LBJ. 





America's middle class 


Moral but not 
moralising 


ONE NATION, AFTER ALL. By Alan Wolfe. Vi- 
king; 384 pages; $24.95 


MERICAS'S chattering classes long to be- 
lieve that their politics is about 
something—something weightier, that is, 
than a mere contest of personalities. Demo- 
crats sometimes claim that politics is about 
class war, and that they stand for the down- 
trodden and downsized. This has sounded 
flat recently, since unemployment is at its 
lowest in three decades. Meanwhile, Re- 
publicans claim that politics is about cul- 
ture war, and that they stand for the tradi- 
tional values besieged by rap musicians, 
feminists and liberal college professors. 
This will henceforth sound flat too—at least 
if the message of Alan Wolfe's excellent 
book is taken as seriously as it deserves. 

Mr Wolfe, a sociologist at Boston Uni- 
versity, set out to document America's cul- 
ture wars, and found no evidence of their 
existence. He conducted lengthy interviews 
with 200 members of America's middle 
class, in suburbs around Boston, Atlanta, 
Tulsa and San Diego. Since three of these 
cities are in conservative areas (and Tulsa is 
a centre of fundamentalist Christianity), he 
expected to find people brimming with re- 
sentment at the family breakdown, godless- 
ness and general moral laxity of modernity. 
Instead, he found tolerance. The culture 


war, it turns out, is a political fantasy. 

This is strikingly the case when it comes 
to religion. The rise ofthe religious right as a 
force in Republican politics has created the 
appearance ofbitter division between a de- 
vout and a secular America. But Mr Wolfe's 
subjects span this division comfortably. 
Like nearly all Americans, they believe in 
God; but few among them wish to impose 
their view of God on others. 

They hope that others are religious too, 
but not necessarily that they share the same 
faith: they are willing to respect any belief, 
so long as it is held sincerely. Even when it 
comes to non-believers, Mr Wolfe reports 
that tolerance reigns. Most Americans may 
not approve of atheism, but most know 
atheists whom they like and respect, and 
they are unwilling to stand in judgment of 
them. 

The supposed religious culture war pits 
those wanting to display symbols of reli- 
gion in public against those who do not. Mr 
Wolfe argues that the attitudes of both sides 
are less hostile than is commonly thought. 
Those who oppose prayer in schools are 
not actually anti-prayer; they are merely 
concerned with the sensibilities of non- 
Christians. On the other side, those who 
want prayer are not anti-tolerance; many 
are happy to advocate a multiplicity of 
prayers, in order to protect the interests of 
Jews, Hindus and others. In short, Ameri- 
cans have managed a rare thing: they are 
both religious and tolerant. 

Mr Wolfe finds that this tolerance ex- 
tends to otherareas. Just as evangelical Prot- 
estants have ceased to call adherents of 
other faiths “infidels”, so too whites have 
by and large accepted that anti-black rac- 
ism is indefensible. Except in the case of ho- 
mosexuality—70% of them believe that gay 
sex is wrong—Americans are formidably re- 
luctant to condemn fellow citizens. And, 
even in the case of homosexuals, disap- 
proval does not breed the urge to discrimi- 
nate. Some of Mr Wolfe’s subjects coupled 
criticism of homosexuality with kind re- 
marks about homosexual colleagues. 

Mr Wolfe does not always like what he 
finds. He wishes Americans were more 
judgmental, less willing to accept existing 
behaviour as a guide to good behaviour: “A 
society that reaches moral judgments 
through anecdotes is a society whose moral 
judgments will always be arbitrary.” Yet he 
accepts that Americans are what they are; 
and gives warning that politicians ignore 
this at their peril. In their tolerance, Ameri- 
cans dislike the current breed of politi- 
cians, preachers and pundits: what one of 
Mr Wolfe’s subjects calls “the arm-waving 
kind of person”. Instead of arm-wavers, 
Americans appear to prefer shoulder- 
shruggers. Which is one reason why Presi- 
dent Clinton has so far escaped damage 
from the scandals that swirl about him. 
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Lord Weinstock 


Demoted 


ARNOLD WEINSTOCK AND THE MAKING OF 
GEC. By Stephen Aris. Aurum Press; 256 pages; 
£19.95. 


Weinstock. By Alex Brummer and Roger 
Cowe. HarperCollinsBusiness; 343 pages; 
£24.99 


FoR more than 30 years Arnold 
Weinstock ruled Grc as if it were a 
small family firm. And in the 1960s and 
early 1970s his tight financial controls and 
exceptional attention to detail worked 
splendidly. His intelligence and frugal 
housekeeping pleased an age that was look- 
ing for an industrial meritocracy to replace 
the military and the gentry who dominated 
so many post-war British boardrooms. 





But GEC ran out of steam. When, in the 
1980s, such diversified conglomerates as 
Hanson and BTR achieved enormous 
growth, and such international competi- 
tors as ABB and America’s General Electric 
surged ahead, the only thing that seemed to 
expand at GEC was its cash mountain. The 
company missed out on all the big oppor- 
tunities—semiconductors, personal com- 
puters, mobile telecoms and other elec- 
tronic gizmos. 

When Alex Brummer and Roger Cowe 
describe Lord Weinstock as Britain’s “pre- 
mier” post-war industrialist, they flatter a 
man who intimidated the managers of GEC 
and was rude to its chairmen. The compa- 
ny’s culture was described by one former 
employee as “a bullies’ culture. You survive 
either by creeping up to the bullies or by 
being a bully yourself. Most creep.” 

He had the advantage of friends in the 
right places. He was an estate agent in May- 
fair when his father-in-law, Sir Michael 
Sobell, took him into his successful family 
business, Radio & Allied. Subsequently the 
Labour Party and its Industrial Reconstruc- 
tion Corporation chose him as their central 
tool in a grand plan to make Britain’s elec- 
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trical industry great once more—something 
that he can hardly be said to have achieved. 

The picture of Lord Weinstock in these 
business biographies is, unfortunately, 
blurred. Too much of both is given over to 
detailed descriptions of long-ago deals that 
did or (quite frequently) did not take place. 
Only rarely is the reader given a glimpse of 
the man behind the deals—bursting into 
tears when a reporter asks him a seemingly 
innocuous question about his son's 
chances of succeeding him at the top of 
GEC; psyching himself up at the beginning 
of the day with opera cps in his bathroom; 
or wandering the Warwickshire lanes as a 
lad learning “Macbeth” by heart. 

Minor characters burst out occasionally 
from the pages, and you wish you were 
reading their biographies instead: Dorothy 
Paget, for instance, the man-hating rich 
woman whose Irish stud farm Lord 
Weinstock bought; his shy son, Simon, who 
read Greats at Oxford, and 
joined GEC for his father’s 
sake, and remained caught be- 
tween duty and desire 
throughout his short life (he 
died in 1996 at the age of 44). 
The authors, all working jour- 
nalists who have been in con- 
tact with Lord Weinstock on 
and off for many years, seem 
to have found it harder to 
warm to their main subject. 

Stephen Aris's book con- 
tains an inexcusable number 
of typographical errors. Lord 
Weinstock may already have 
rattled off a memo about it. 
For, in the language of today, 
heisa control freak. Orphaned by the age of 
nine, evacuated from war-time London to a 
series of strange houses in Warwickshire 
villages, he grew up to hate surprises and 
respect order. His country home in Wilt- 
shire has none of the disarming mess, the 
muddy boots and the dog hairs, typical of 
its neighbours. Its furniture is polished; its 
lawns without weeds. 

How to measure his achievement? It is a 
question Mr Brummer and Mr Cowe try to 
answer in their last, and best, chapter. In 
Lord Weinstock's business life only the fi- 
nancial numbers looked good, and then 
only for a while. Yet he despised City ana- 
lysts and never tried to please shareholders 
because he never needed their money. "The 
shareholders?" he once asked a colleague 
who was chiding him for not distributing 
more in dividends. "Who are they?" 

Arnold Weinstock worked only for the 
good of himself and his family, much as 
most other ordinary mortals do. No young- 
sters reading these biographies will be in- 
spired to work in industry, as they might be 
by a biography of, say, Anita Roddick or 
Jack Welch. 
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Japan's busted bureaucrats 


Yesterday's men 


THE MINistry. By Peter Hartcher. Harvard 
Business School Press; 310 pages; $24.95. 
HarperCollins; £19.99 


ITH Japan agog at the recent, but in- 

creasingly frequent, sight of Tokyo 
prosecutors raiding the Japanese finance 
ministry (the ministry in the title) and haul- 
ing off some of its inhabitants for appar- 
ently taking bribes, Peter Hartcher's timing 
is, perhaps, a little unfortunate. The Asia- 
Pacific editor of the Australian Financial 
Review has chosen to write about the enor- 
mous power wielded by Japan's finance 
ministry—to the Japanese, the Okurasho— 
just when this power is under greater threat 
than ever before. 

To be fair, the Okurasho's powers were 
dizzy at their zenith, and are still consider- 
able. Japanese politicians, as everybody in 
Japan knows, simply distribute goodies 
back to their constituents; it is the bureau- 
crats in the ministries that make policy. 
And the most powerful of these is, as Mr 
Hartcher notes, the Okurasho. Its bureau- 
crats, even more than those in the Ministry 
of International Trade and Industry, have 
claimed some sort of authority from the 
fact that it is they, not politicians, who act 
in the national interest. 

If that were ever true, Mr Hartcher 
rightly doubts that it is the case now. Too 
often in recent years the bureaucrats at the 
finance ministry (among others) have put 
their own interests first. And, bribes apart, 
what they have been most interested in, 
says Mr Hartcher, is power. But he over-eggs 
a good argument when he holds the Minis- 
try of Finance almost exclusively responsi- 
ble for the economic bubble which, when it 
burst, cost Japan more wealth both in abso- 
lute and relative terms than it lost during 
the second world war. 

His starting assumption is that the min- 
istry is so powerful that everything is auto- 
matically its fault. This is surely wrong. The 
Bank of Japan, for one, has not been as 
much of a poodle as he suggests: it was its 
bulldoggish new governor, Yasushi Mieno, 
who was largely responsible for putting up 
interest rates to puncture the bubble. The 
banks had continued to lend oodles of cash 
to the building and property industries 
well after the Okurasho told them to stop. 

Above all, the capital markets have 
made the Okurasho feel very small indeed. 
They have forced it, among other things, to 
start to acknowledge the seriousness of the 
bad loans, and to search for new ways to 
solve a continuing financial crisis. A case 
perhaps ofhow the world's markets endan- 
ger Japan's most powerful institution. 
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Turning bookworms into geeks 


New CD-ROMs respond to the Japanese hunger for knowledge, especially 


about foreign parts 


USH-HOUR on Japan's commuter 

trains is a sea of faces immersed in 
books and magazines. It is not that news- 
papers do not sell in Japan. Quite the con- 
trary. The Japanese buy, per head, twice as 
many as Americans. But packed compart- 
ments leave little elbow room for turning 
newspaper pages. 

With so many train-captive commut- 
ers making long journeys from dormitory 
towns, Japanese publishers churn out 
58,000 new book titles a year to keep 
them happy and coming back for more. 
Compare that with the 52,000 new titles 
produced annually in car-bound Amer- 
ica, a country with twice the population. 

But what most distinguishes the Japa- 
nese in their reading habits is an extraor- 
dinary passion for factual information. 
Where commuters elsewhere may pass 
the time with a thriller, a bodice-ripper or 
a-sci-fi-novel, Japanese strap-hangers are 
keenest on non-fiction. “How to" titles 
are their favourites, followed by “where 
to” guides and “why so" expositories. 

Having seen how rapidly personal 
computers have lately caught on in Japan, 
local publishers are betting that cp- 
ROMs—with their ability to merge flashy 
multimedia graphics with hard-core in- 
formation—will be the next big thing in 
the country's publishing business. Japan's 
leading consumer electronics firm, 
Matsushita, thinks the change might be 
even more radical. It recently launched a 
pocket-sized gizmo complete with a flip- 
up screen for playing the revolutionary 
new Digital Video Discs (pvps) that 
threaten to bite into the sales of CD-ROMs 
as well as of video cassettes. But the 
Matsushita machine's price—a cool 
Y150,000 ($1,130) for the introductory 
model—is far beyond what the average 
Japanese commuter deems reasonable. 

The price will eventually come down, 
but in the meantime Japanese media 
groups are preparing whole libraries of 
CD-ROMS which make even junkies for 
minutiae about the arts and social sci- 
ences wonder whether they have over- 
dosed. One series that has lately captured 
much of the public’s attention in Japan 
stems, like an increasing number of oth- 
ers, from the world of television. Tv To- 
kyo, a channel noted mainly for its girlie 
shows, has changed direction and em- 
barked on an extraordinary campaign 
with Fujitsu, a computer giant, to awaken 


interest in places that the United Nations 
Educational, Scientific and Cultural 
Organisation (UNESCO) has designated as 
world heritage sites. 

Last July, Tv Tokyo aired a 90-minute 
show based on four UNESCO heritage 
sites: Mohenjo-Daro (Pakistan), Venice (It- 
aly) Fez (Morocco) and Luang Prabang 
(Laos) A related CD-ROM was released 
shortly afterwards. The two productions 
were entirely different. The CD-ROM used 
only 30 minutes' worth ofthe 160 hours of 
video footage shot by the television crew 
but included 400 photographs and vari- 
ous computer graphics as well as text and 





a sound track of its own. 

The big savings came through having 
the CD-ROM team join forces with the 
television crew at the locations to take 
some 10,000 still photographs and collect 
information for the text and commentar- 
ies that would accompany their respec- 
tive programmes. This meant that per- 
mission to enter rare and sacred sites 
needed to be sought only once, and that 
the two crews could share many of the fa- 
cilities. A second programme in the 
“World Heritage—Journey Beyond Time" 
series has since been made, about Istan- 
bul, for television and on CD-ROM. 

At Y6,800 apiece, the first two CD- 
ROMS in the series have sold well, but nei- 
ther has been a blockbuster. Both have 
been criticised for being not quite specific 
enough to satisfy the fact-loving Japanese. 
Hence the much tighter focus of the 
Fujitsu/rV Tokyo team's latest contribu- 
tion: "Ancient Rome—The Rise and Fall 
of the Millennium". 

This was broadcast in Japan in two 
90-minute parts during the new year holi- 





day. The first concentrated on the genius 
of Julius Caesar and Augustus. The sec- 
ond dwelt on the culinary pleasures en- 
joyed by the Romans. Italian scholars 
studying the period prepared meals to 
demonstrate the diversity of the menu 
available to Roman citizens. Dishes of the 
day apparently tasted rather like contem- 
porary Vietnamese food. 

The "Ancient Rome" project has now 
been published as a CD-ROM by Fujitsu. 
The disc, which typically takes about two 
hours to explore, starts off with a com- 
puter graphic showing an aerial view of 
the Roman Empire—from Carlisle in the 
north to Carthage in the south, from Me- 
rida in the west to Baalbek in the east. Af- 
ter that the user can pan the map, 
zooming into individual cities to explore 
their secrets in sequences of photographs, 
videos and associated text. A commentary 
meanwhile links the lot together. 

Apart from the navigation map, other 
features include an index to search for 
specific items; an active chronology table 
thatcan beclicked on to bring up detailed 
pictures and text about particular peri- 
ods; a list of heritage sites that provide a 
convenient way of examining UNESCO 
projects in the region; and a lexicon to 
provide the meaning of the various Latin 
words for Japanese readers. 

The highlight of the disc, however, re- 
mains an extraordinary sequence of vir- 
tual reality that only rich computer firms 
can afford to tackle. Click on Rome and 
you fly at rooftop height through a com- 
puter-generated model of ancient Rome, 
following the streets, around the temples, 
across the squares, under the bridges 
crossing the Tiber. The two-minute se- 
quence (reputedly the dearest part of the 
whole production) is one of the best dem- 
onstrations yet of how to use computer 
graphics correctly—and by itself a good 
enough reason to buy the CD-ROM. 

Can you? Yes, if you live in Japan and 
understand Japanese. Unfortunately, this 
exceptional piece of living history has yet 
to be translated into English and other 
languages. But, language aside, if "An- 
cient Rome" is a measure of what can be 
done with a limited medium such as a 
CD-ROM, imagine what should be possi- 
ble with something like a pvp that ele- 
vates performance by a whole order of 
magnitude or more. Many strap-hangers 
travelling to Tokyo could soon be getting 
their information fix from little multime- 
dia discs rather than magazines and 
paperbacks. 
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John D. Rockefeller 


Defended 


TITAN: THE LIFE OF JOHN D. ROCKEFELLER SR. 
By Ron Chernow. Random House; 800 pages; 
$30 


OWADAYS, says Ron Chernow, most 
people imagine that American busi- 
nessmen believe in competition. In fact, as 
he shows, in his thorough and thought-pro- 
voking biography of the greatest business- 
man in American history, combination has 
been as constant and perhaps as creative a 
force in the history of capitalism as 
competition. 

“It was forced upon us,” John D. Rocke- 
feller said. “We had to do it in self-defence. 
The oil business was in chaos and daily 
growing worse.” And he spelled out his eco- 
nomic credo in words that were as shock- 
ing in the 1870s, when he built his great 
combination, or in the 1890s, when he had 
to defend it against the attacks of the muck- 
rakers, as they may be to free-market theo- 
rists today. “The day of combination is here 
to stay. Individualism has gone, never to re- 
turn.” No man in the history of business, 
not even Bill Gates, has ever created a 
mightier combination. 

Rockefeller owned sizeable estates in 
New York, Ohio, New Jersey, Maine and 
Florida. Four of the world’s biggest corpora- 
tions—Exxon, Mobil, Amoco and Chev- 
ron—descend from the Standard Oil com- 
pany he and his partners founded in 
Cleveland in the 1870s. The Chase Manhat- 
tan bank is “the Rockefeller bank", and 
Milbank, Tweed, one of Wall Street's lead- 
ers, is the Rockefeller law firm. Rockefeller's 
generosity, and the restless ambition of 
William Rainey Harper, created the Uni- 
versity of Chicago. Rockefellers money, 
and the good judgment of Frederick Gates, 
created Rockefeller University, the greatest 
institution for medical research in the 
world. 

Rockefeller money and Rockefeller 
drive built the Foundation, built the Mu- 
seum of Modern Art, Colonial Williams- 
burg and the Cloisters museum of medi- 
eval art. And Rockefellers family and 
associates, Flaglers, Flexners, Harknesses 
and many others, invigorated so many 
other corners of American life, from discov- 
ering the winter climate of Florida to re- 
forming health care to rehousing Yale Col- 
lege in gothic splendour, that it is hard to 
imagine the modern shape of American 
civilisation without the golden flood that 
flowed from the kerosene monopoly and 
the oil empire that was in place in time to 
fill the tanks of 100m cars. 

Mr Chernow has written a worthy bio- 
graphy of a truly titanic figure. He conceals 
none of the seamier side of Standard Oil's 
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practices, but his overall view is sympa- 
thetic. In his opinion the vast accumula- 
tion of Rockefeller's fortune and the almost 
equally fabulous disbursements of his phi- 
lanthropy were not in contradiction, but 
were two sides of his Protestant capitalist 
ethos. “Many of Rockefeller’s critics alleged 


THE ECONOMIST REVIEW 


that he divided his life into compartments 
and kept two separate sets of moral ledger 
books: one governing his exemplary pri- 
vate life, another sanctioning his reprehen- 
sible business behaviour,” Mr Chernow 
writes. “But he saw his entire life guided by 
the same lofty ideals.” 





The art of writing about foreign journeys 


The good and the great 


Most travel writers who succeed do so by recognising their limitations 


ORMAN LEWIS is different. Less 
gifted travel writers need a hook to 
catch and keep their readers’ attention. The 
status of weird or unpopular outsider is 
currently favoured, and all the other au- 
thors under review strive to achieve it, with 
varying degrees of contortion and success. 
Charlie Pye-Smith sets out, in “Rebels 





THE WORLD, THE WORLD: MEMOIRS OF A 
LEGENDARY TRAVELLER. By Norman 

Lewis. Henry Holt; 304 pages; $27.50. 
| Jonathan Cape; £18.99. 


REBELS AND QOutTcasts: A JOURNEY 
THROUGH CHRISTIAN INDIA. By Charlie 
Pye-Smith. Viking; 304 pages; £20. 


| CLEOPATRA'S WEDDING PRESENT: TRAV- 
ELS THROUGH SYRIA. By Robert Tewdwr 
Moss. Duckworth; 224 pages; £16.95. 


SOUTH FROM THE LiMPOPO: TRAVELS 
THROUGH SourH AFRICA. By Dervla 

|. Murphy. John Murray; 468 pages; 

|. £18.99. 

ALMOST HEAVEN: TRAVELS THROUGH THE | 


BACKWOODS OF AMERICA. By Martin 
Fletcher. Little, Brown; 304 pages; £17.99 


and Outcasts", to see predominantly Hin- 
du India through the eyes of its Christian 
minority. Robert Tewdwr Moss is a randy 
western homosexual cruising through an 
Arab police state in "Cleopatra's Wedding 
Present". Dervla Murphy, an elderly Irish 
woman, pedals a bicycle “South from the 
Limpopo”—a foolhardy mode of transport 
in South Africa, where white people are 
supposed to stay in their cars. More prosai- 
cally, in “Almost Heaven”, Martin Fletcher, 
a foreign correspondent, ventures into 
Strange parts of the United States that 
spook many of the natives. 

But more about these later. Unlike 
them, Norman Lewis needs no hook, no an- 
gle. Now in his late 80s, he has been at the 
top of the premier league since the late 
1930s. His rivals should read his "The 
World, the World", if only to get an inkling 
of how Salieri felt about Mozart. 

Among his many talents, Mr Lewis pos- 
sesses a marvellously acute eye for the ab- 
surd. Outside a strip-tease tent in Thailand 
he notices a sign that reads: "Teasing to 
stop for one half hour for necessities of 
bodily relief. To resume so please to return 
with our thanks" And another over the 
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elaborately carved lintel of the entrance to 
a temple enclosure that says: “All doors are 
open. Courtesy and affability conciliate.” 

Time and again, he catches the essence 
ofa place in a single sentence. The lazy arro- 
gance of the American rich in pre-commu- 
nist Cuba, for instance. There, at the 
Jaimanitas Club, he watched aghast as 
“waiters waded waist-deep into the sea car- 
rying daiquiris for club members who pre- 
ferred not to leave the water.” 

Mr Lewis’s introductions to new topics 
and new characters are just as arresting. “I 
got out and wandered a short way along an 
uphill drive to the house [of Ernest Heming- 
way) little realising that with each step I 
came nearer to the threshold of an experi- 
ence which was to change my outlook on 
life.” Or moving on to Spain: “Two days 
later Pepa Boix came to work for me. She 
was a small, grey, shapeless, furiously ener- 
getic woman in her fifties, who was under 
supervision by the police. This was due to 
imprudent curiosity shown at the begin- 
ning of the Civil War.” 

Gossip adds bite to his stories. The ex- 
treme meanness of Jonathan Cape, the 
founder of the publishing house, and his 
advice to budding authors: “Always write a 
book about Nelson. Never write a book 
about South America.” lan Fleming trying 
to persuade Edith Sitwell to collaborate 
with him on a study of a Swiss philosopher, 
Paracelsus. The low-down on how Heming- 
way ducked the challenge to a duel. 

When compared with Norman Lewis, 
the master, the other four are journeyman 
writers. Yet each has something worthwhile 
to say, and says it well enough to make 
these stand out among the dozens of travel 
books that arrive for possible review. 

Mr Pye-Smith finds in parts of Chris- 
tian India a meeting place for the wisdom 
of the East and the knowledge of the West. It 
is here, in an immense country where 
Christianity is the faith of a tiny, often be- 
leaguered, minority, that he comes to see 
that: “The triumph of Christianity, surely, 
is its universality: it is a religion which 
reaches out to all nations and people. Cer- 
tainly, men can choose to reject the mes- 
sage of the cross, but that is their choice.” It 
is a truth denied by the exclusive Protestant 
sects that he so despises. 

The insight of Robert Tewdwr Moss, 
who died after completing “Cleopatra’s 
Wedding Present”, is that to subscribe to an 
inhumane system does not necessarily 
mean you are inhumane yourself. He cites 
the behaviour of a secret policeman in 
Syria. The policeman seems evil when he 
flags down a bus and demands to see every- 
body's passport and papers. But when the 
bus passes a café the policeman stops it 
once more, gets out and ten minutes later 
reboards carrying 12 pots of ice cream, 
which he distributes among the passengers. 

Dervla Murphy's account of cycling 
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through South Africa, during its transition 
to majority rule, takes the form ofa diary. In 
a country where political and criminal vio- 
lence were then running at remarkably 
high levels, her apparent battiness helped 
protect her from harm (Africans called her 
“mama”, Afrikaners “ouma”). Yet she can 
be a shrewd observer— noting, for instance, 
that in the real world "justice for all" and 
Nelson Mandela's ideal of reconciliation 
are incompatible. 

After eight years of reporting for the 
Times from Washington, Martin Fletcher 
travels from coast to coast in search of “the 
other America" that most urbanised Ameri- 
cans never know, the country beyond the 
familiar land of strip malls and fast food. 
He meets moonshiners and marijuana- 
growers in Appalachia, secessionists in 
Texas, polygamists in Utah, tax-resisters in 
Idaho. He discovers an African village off 
the coast of Georgia, marvels at the absence 
of any sign noting that the lovely Hopi vil- 
lage of Old Oraibi is probably the oldest 
continuously inhabited settlement in the 
country, dating back to at least 1150. He rel- 
ishes rituals from high-school football 
games to Navajo sweat lodge ceremonies. 

Fascinated though he is with the exot- 
ica, Mr Fletcher has a deeper purpose. His 
out of the way places, odd customs and 
vivid characters say as much, if not more, 
about America as any amount of reporting 
from Washington. Not only are they power- 
ful reminders of the country's European, 
African and Indian heritage. They are also 
uninhibited embodiments of certain 
American values: religious fundamental- 
ism in myriad forms, fervent idealism, mis- 
trust of government. In other words, he 
seeks, and often finds, the hidden truth be- 
hind the outward appearances—the quest 
that exercises most good travel writers. 





Media manipulation 


Their masters' 
voices 


20 YEARS OF CENSORED News. By Carl Jensen. 
Seven Stories Press; 352 pages; $30. Distrib- 
uted as CENSORED 1998 in Britain by Turn- 
around; £11.99 (paperback only) 


FREE press means that publishers are 
free not only to report what they want, 

but to leave out matter that some readers 
may have found compelling. They can 
choose to exercise this right of omission for 
several reasons, not all of them creditable: 
take, for example, the recent furore over Ru- 
pert Murdoch’s refusal to publish the mem- 
oirs of Christopher Patten for fear of dam- 
aging his commercial interests in China. 
But newspapers also decline to print stories 





for more defensible motives—that the facts 
have not been sufficiently established to 
satisfy their standard of accuracy or that, 
even if true, the issue raised is not interest- 
ing or important enough to bother about. 

For more than 20 years, Carl Jensen, a 
media professor at Sonoma State Univer- 
sity in America, has been making a collec- 
tion of stories that have, in his view, been 
ignored or under-reported—“censored”, as 
he would have it—by the mainstream press. 
He is at pains to stress that he is not a con- 
spiracy theorist. He does not believe that 
the news is “controlled by some sinister 
conservative eastern establishment cabal”. 
Instead, he blames the congruence of the at- 
titudes and interests of those who run the 
mass media for the construction of a news 
agenda that fails to inform people—par- 
ticularly “those less fortunate in our soci- 
ety"—of facts they have a right to know. The 
point is put more bluntly by a radical 
writer, Michael Parenti, in the introduc- 
tion: "The job of the corporate media is to 
make the universe of discourse safe for cor- 
porate America." 

Given Mr Jensen's rejection of conspir- 
acy theory, it is unfortunate that the very 
first example of censorship in his long list 
concerns President Carter and his links 
with the Trilateral Commission. Nobody 
familiar with the American media for the 
past 20 years can fail to know that the far 
right believes the commission to be a sinis- 
ter power elite with plans for world govern- 
ment. If the newspapers have never ex- 
posed it as such, it may simply be that the 
evidence does not support the contention. 

Not all the examples are as ludicrous. 
With the inestimable benefit of hindsight, 
it is apparent that there have been real 
lapses in the coverage of health and envi- 
ronmental issues such as Gulf-war syn- 
drome, harmful pesticides, the side-effects 
of drugs and the promotion of infant for- 
mula (baby food) in third-world coun- 
tries—although that last controversy is com- 
plicated by recent findings about how 
breast feeding spreads Arps. Yet none of 
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these scandals has gone entirely unre- 
ported. After all, Mr Jensen found out 
about them somehow, often from alterna- 
tive journals such as Rolling Stone and 
Mother Jones. The burden of his complaint 
is not that the mainstream media always ig- 
nored the stories; it is that they were slow 
on the uptake, letting the alternative press 
make the running. But surely that is what 
the alternative press is for. 





Victorian criminality 


Artful dodgers 


THE VICTORIAN UNDERWORLD. By Donald 
Thomas. John Murray; 352 pages; £25. 


E) NG effectively on the writings of 
Henry Mayhew, an early Victorian so- 
cial reformer, Donald Thomas introduces 
us to the slums and fetid courtyards of 19th- 
century London and in so doing provides a 
sweeping portrait of the vast world that did 
not accept "Victorian values". The villainy 
is astounding. It is also entertaining. The 
author has a practised eye for the best anec- 
dotes and presents amazing characters, 
some of whom come equipped with names 
that sound positively Dickensian or Trollo- 
pian: prostitutes called *Swindling Sal" 
and "Lushing Lou"; Detective Inspector Fi- 
nal and his colleague, Sergeant Thick. 

Vital to the pulsating street life of the 
rapidly growing cities of the time were the 
costers. At their height, some 30,000 of 
them roamed London's streets, selling all 
sorts of produce from their barrows. They 
and others like them eked out a miserable 
hand-to-mouth existence and were usually 
on the side of the law-breakers. When the 
police, accompanied by officials of the So- 
ciety for the Suppression of Vice, raided a 
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pornographic booksellers premises, the 
costers and others in the street set upon 
them, thereby giving the pornographers 
time to burn some of their “warmer” items. 
And when a convicted criminal crawled 
down from the roof of London’s notorious 
Newgate Prison, workmen on a nearby 
building site cheered him on. 

Mr Thomas is particularly effective in 
showing how social evil and different sorts 
of crimes were linked. He also shows that 
although most of the crimes were commit- 
ted by those from the lowest elements in so- 
ciety, there was also lots of middle-class 
crime. 

Indeed his most memorable sections 
deal with spectacular feats accomplished 
by some of these middle-class criminals. 
For many years London banks were 
plagued with forged notes and documents, 
the work of “Jem the Penman”, who turned 
out to be a respected barrister. Then there 
was the gang of thieves who stole a quarter 
of a ton of gold bullion from the highly 
guarded train that took gold between Lon- 
don and Paris. Even more spectacular was 
another gang which defrauded the Bank of 
England of over £100,000, a huge fortune 
in the 1870s. And then there were the crimi- 
nals who in 1877 bribed three of the four 
top detectives at Scotland Yard. 

As well as the brutality and ingenuity of 
Victorian criminals, this history highlights 
the often ineffective methods society used 
to deal with them. Readers get a tour of the 
prisons and the horrors of the treadmill, 
and the even worse spectacle of the prison 
hulks, now known to most people only as 
the sinister lurking backdrop to “Great 
Expectations”. The author is no sentimen- 
talist, however, concerned only about the 
plight of criminals. He stresses how Victori- 
ans reformers dealt effectively and hu- 
manely with crime and punishment. 

Yet the ultimate difficulty with his ac- 
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count is that it makes it all too easy to forget 
the amazing nature of the Victorian 
achievement. For all the crime and squalor 
that abounded in Victorian London—and 
Mr Thomas confines himself mainly to 
London—the Victorians created the first 
large city that was well policed and in 
which the vast majority of people could go 
about their lives without a constant fear of 
crime. The “London mob” which so exer- 
cised the fears of the Georgian upper classes 
was no longer a nightmare in their grand- 
children’s time. As K. Theodore Hoppen 
points out in another new work, “The Mid- 
Victorian Generation” (Oxford University 
Press), the annual rate of indictable of- 
fences per 100,000 people fell from 276 in 
the mid-1850s to 194 in the mid-1880s; the 
rate for serious crimes fell even further. 
The Victorian underworld did exist, 
and it is memorably portrayed by Mr 
Thomas, but the underworld was not the 
Victorian world. His book provides a won- 
derful profile of Victorian London, but like 
all profiles it remains one-sided. 





Victorian poetry 


Dr Arnold's boy 


A GIFT IMPRISONED: THE Poetic Lire or MAT- 
THEW ARNOLD. By lan Hamilton. Bloomsbury; 
244 pages; £18.99 


ATTHEW ARNOLD is an interesting 
literary figure for two reasons. First, 
he was the son of Dr Arnold of Rugby, the 
19th century’s most famous schoolmaster, 
immortalised in “Tom Brown’s School- 
days”. Second, although he wrote one of the 
19th century’s most anthologised poems, 
“Dover Beach”, poetry abandoned him 
halfway through his life, and his later, and 
greater, reputation was founded on his lit- 
erary and social criticism. How are these 
two things related? 

Ian Hamilton’s book is neither a 
straight and wearisomely detailed biogra- 
phy (Nicholas Murray wrote such a volume 
two years ago) nor a dry exercise in literary- 
critical dissection (of which there have 
been many) It is a deft and skilful mingling 
of the two, and shows, through a reading of 
the poems in relation to the facts of Mat- 
thew Arnold’s life, how and why it was that 
his talent had virtually withered away by 
the time he reached the age of 40. 

In part, his father was to blame. Life was 
hard indeed for the young in Dr Arnold's 
household. By the age of five the children 
had embarked upon courses of Latin and 
Greek, and punishments were severe for 
those who slacked or idled. Interestingly 
enough, the great schoolmaster was suspi- 
cious of schools, and rather reluctant to 
abandon his children to them. Why? Be- 
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cause he regarded them as potential hot- 
beds of childish corruption. Because in 
schools boys—boys especially—consorted 
together, with the result that the kind of self 
less, moral high-mindedness that it was the 
duty of any good parent, and any good 
teacher, to inculcate in the young went out 
of the window. The teachers back must 
never be turned. 

The picture is clear. Dr Arnold was a fe- 
rocious and relentless moral force, the sort 
of man whose shadow never disappears. 
And he imposed this elevated sense of duty 
on his sons and his pupils. 

In the eyes of his eldest son, Matthew, 
poetry always seemed, in consequence, to 
be a lesser thing—a little frivolous perhaps, 
and even a touch self-indulgent. And so, al- 
though possessed of a remarkable lyric gift 
from an early age, Matthew could never 
wholeheartedly believe that to be a poet 
was sufficient. It was, in the end, too small 
and indulgent a preoccupation, too unlike 
a genuine destiny. 

Matthew did for a while rebel—though 
in a somewhat half-hearted way—against 
his father. At Oxford, he became a dandy 
and an aesthete, affecting a posture of fop- 
pishness and rather sarcastic detachment 
from his relatives. But, in the end, the ghost 
of that imperious parent humbled and 
crushed him—just as it had humbled and 
crushed his younger brothers. Like them, he 
pursued a career in education, opting for 
the arduous life of an inspector of elemen- 
tary schools. As such, he toiled up and 
down the country, thoroughly exhausting 
himself in the process; and despite the fact 
that the job numbed and wearied him to 
distraction, he came to find it fulfilling in a 
rather high-minded, Arnoldian way. 

As for his writing, it passed from poems 
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that had been an attempt to write some 
small and essentially truthful things out of 
the depths of himself (a self that was essen- 
tially unsure, tentative, indecisive) to often 
magisterial, and sometimes vapid prose: 
pronouncements upon the state of culture, 
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and on how culture could stave off anarchy. 
Grand, stirring pronouncements of the 
kind of which his father would surely have 
approved. 

Thomas, the father had swallowed the 
son, Matthew. 





New Chinese fiction 


A scoreless draw 


HERE are two things China 

has never done: qualified for 
the World Cup and won the No- 
bel prize for literature. Though 
both failures are irksome, the lat- 
ter is the more vexing for a nation 
that likes to think that it hasa fine 
literary tradition. 

Chinese writers used to blame the cold 
war and state-imposed concepts of Social- 
ist Realism for their low international 
standing. That excuse has worn thin. The lu- 
rid plots of the bestselling novels in China 
indicate that, for literature, the communist 
censors are taking time off. Instead of writ- 
ing about joyful tractorists who fulfil their 
production quotas, novelists these days 
write about kinky sex, drug addiction and 
extreme violence. They are handicapped 
not so much by a lack of freedom, at least so 
long as they steer clear of politics, as by their 
own lack of originality. 

Stereotype one: the family comes before 
the individual. One of the most talked 
about novels in China is "Broken Tile" by 
Su Tong, a writer who first became popular 
with "Wives and Concubines" (1987), a 
book which inspired a film, *Raise the Red 
Lantern", that was widely acclaimed in the 
West but heavily criticised in China. 

Like “Wives and Concubines", “Broken 
Tile" peers behind the thick walls of a court- 
yard where many members of a Chinese 
family live together. The family life of Hua 
Jindou is filled with horror. His wife, the 
auspiciously-named Phoenix, commits sui- 
cide by hanging herself in the warehouse of 
the village's factory. Hua, blinded by grief, 
sets fire to a warehouse and, after being im- 
prisoned, hangs himself in his cell. 

His spirit, though, returns to watch 
helplessly the decline of his family. AII 





BROKEN TILE. By Su Tong. Jiangsu Wenyi 
Publishing House; 246 pages; 10 yuan. 

A Comepy YEAR. By Hong Feng. Jiangsu 
Wenyi Publishing House; 307 pages; | 
12.80 yuan. 

Tue Key. By Wang Qinghui. Zuozhe Pub- 
lishing House; 485 pages; 22 yuan. 

Goop NiGuHt, Beyinc. By Lin Zhe. 
Zuozhe Publishing House; 271 pages; 
13.50 yuan 
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kinds of misfortunes befall his 
five children. One of his daugh- 
ters, Xinlan, dies of a mishandled 
abortion in the hands of a peas- 
ant doctor; another, Xinmei, a 
beauty, marries a cripple. His 
only son, Duhu, turns out to be a 
homosexual, thus ruining his father’s hopes 
that he will produce an heir. 

By adopting the perspective of a dead 
father who flagellates himself for the evils 
suffered by his family, Su Tong achieves 
tension. What is missing is fully drawn in- 
dividual characters to make the tragedy of 
the cursed family convincing. 

Hong Feng’s “A Comedy Year" is not the 
tale of a single family but a crop of family 
stories, each about a marriage which ends 
in divorce. The story of Daya is typical: she 
is young, charming and successful, but un- 
able to love because she is traumatised by 
the memory of being raped by four men 
when she was 18. She changes after she 
meets Lao Hong, the editor of a literary 
magazine in Beijing. She is instantly at- 
tracted by his fatherly, gentle ways. He re- 
kindles her desire, but at a price. His own 
marriage ends ludicrously, and he is ren- 
dered impotent. Like other stories in “The 
Comedy Year”, the story about Daya is so 
schematic that it is hard to accept, even in 
the context of post-modernist discourse on 
women’s empowerment at the expense of 
men's castration. 

“The Key”, by Wang Qinghui, also deals 
in stereotyped themes, this time that the 
rich suffer too. Its hero, Aolun, comes, like 
the author, from the ragged, cold north-east 
of China. But he moves to the country's 
most southern point, the tropical island of 
Hainan, where he makes his fortune. The 
story is set some time in the next century, à 
vantage point which permits Aolun to look 
back at horrific events in recent Chinese 
history and to reflect, for instance, on the 
madness of the Cultural Revolution. 

Yet, as his life draws to an end, the 86- 
year-old Aolun is far from happy. He has 
had three wives and is separated from all of 
them. His three children, none of them the 
children of his former wives, have become 
his enemies. Tong Yao, his first girlfriend 
and the only woman he ever truly loved 
(her name means nursery rhyme), remains 
behind in the bitterly cold north. Listening 
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to the beat of ocean waves on a small island 
he has bought in the South China Sea, 
Aolun is alone with his memories of the 
women in his life. 

In “Good Night, Beijing”, Lin Zhe tells a 
similar sad story. Her central character is 
Bai Ling, a girl from a poor mountainous 
village in China’s hinterland. She achieves 
fame and fortune as a film star, comes to 
own a prosperous company that sells medi- 
cal lotions and potions, and writes a 
bestseller: an account of her life as an ac- 
tress. Her home is repeatedly described as 
“sumptuous” in the novel. 


OPULAR taste in films and books di- 
| verges sharply in these English-speak- 
| ing lands. At a time when big-budget 
movies from the Hollywood studios 
| dominate the British and American box- 
office charts kept by Variety, a film indus- 
try trade paper, British and American 
| readers still buy different books about dif- 
| ferent subjects by different writers. 
| Andrew Morton's revelations about 
the British royals headed the American 
| list for several weeks after Princess Diana 
was killed in a car crash last summer but 
no non-fiction book is currently in the 
| bestselling top ten in the United States as 
| well as in Britain. No fewer than three of 
| the top ten non-fiction books in Britain 
are about how to prepare or where to eat 


Bestsellers* 
| AMERICAN FICTION 
~ by John 
Homeless man on lawyer's conscience 
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Paradise 
- by Toni Morrison 





Trials and tribulations of a geisha 





- by Michael 
ere TN nC DEM (Ve kb. 


| ; ~ 


AMERICAN NON-FICTION 
Talking to Heaven 


~ by James Van Praagh } 
A medionis line. to the other side 


- by Neale Donald Walsch 
od eb 0 jur and quit 
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But Bai Ling's apparent happiness is as 
false as her acclaimed autobiography, 
which was, in fact, written not by herself 
but by a poet named Li Jun. Her life is made 
wretched by her affections, which are di- 
vided between her first love, the Hong 
Kong tycoon who made her rich, the poor 
but talented poet and the father of her un- 
derstandably confused 11-year-old daugh- 
ter, Nini. 

On this form, Chinese footballers will 
qualify for the World Cup long before a 
Chinese novelist wins the Nobel prize. 





good food; three ofthe top four entries on 
the non-fiction list in America are inspi- 
rational—offering sustenance to the soul 
rather than to the stomach. 

Only one novel pops up on both fic- 
tion lists: Jackie Collins's "Thrill". It, of 
course, is the familiar mix of sex, incest, 
violence and drugs, but several serious 
novels make an appearance among the 
formulaic pulp fiction that customarily 
dominates these fiction lists. In America, 
Toni Morrison's “Paradise”, Charles 
Fraziers haunting post-bellum “Cold 
Mountain” and Arthur Golden’s thor- 
oughly researched but fictional story of a 
geisha’s life all engage the mind as well as 
the senses. 

On the British fiction list, Joanna Trol- 


BRITISH FICTION 


Midnight in the Garden of Good and 
Evil: A Savannah Story 
John 


. Love Me or Leave Me 





"Other People's Children". William Boyd 
makes a welcome return to the list, 
though “Armadillo” is far from his best 
novel. Dorothy Sayers died 40 years ago; 
the unfinished mystery story she had 
drafted in 1936 was seamlessly and sensi- 
tively completed by Jill Paton Walsh, a 
leading novelist in her own right. 

The British non-fiction list has a liter- 
ary bent. Peter Ackroyd, a fine writer of lit- 
erary lives (Blake, Eliot and Dickens) and 
of historical fiction ("Chatterton", 
"Hawksmoor", “Milton in America") has 
written a bestselling biography of 
Thomas More. More remarkably, Ted 
Hughes's extraordinarily powerful poems 
about the life and poetry of his first wife, 
Sylvia Plath, are at number three—great 
news for poets everywhere. 


BRITISH NON-FICTION 


- by Dorothy Sayers and Jill Paton Walsh 
Last Lord Peter Wimsey story completed — 


~ by Josephine Cox 
„Giri haunted by her past 


Drying reservoir reveals a murder 


"Remote Patrol 


‘tertz 
| is i Weathering scandal in the White House 
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~ by Gary Lineker and Stan Hey 
A Kentish Lad 

- by Frank Muir 
Reminiscences of a wit 


*Book descriptions by The Economist 
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PEAK A FOREIGN LANGUAGE? SPEAK IT BETTER. 


f you've ever studied a foreign language, you know that 

fluency doesn’t come overnight. It generally takes years to 
master a second language—and an ongoing effort to maintain 
proficiency. Whether you choose to study on your own or in a 
class, with audiocassettes, books, or computers, sooner or later 
every course ends...and then what do you do? 


ow you can continue your language study with Champs- 

Elysées. Schau ins Land, Puerta del Sol, and Acquerello 
italiano, internationally acclaimed audiomagazines for 
intermediate and advanced students of French, German, 
Spanish, and Italian. 


Bx audiomagazine consists of an hour-long program on 
audiocassette packed with news, features, interviews, and 
music. A booklet containing a word-for-word transcript and an 
extensive glossary accompanies each tape. An optional study 
supplement with listening exercises and grammar drills also is 
available for each issue. 


ecause the audiomagazines are periodicals, language 

learning never ends. You continue to improve year after 
year. And you won't find a more entertaining way to work 
towards fluency. 


Champs-Elysées in French: The rich 
traditions and contemporary élan of France 
resonate through each edition of Champs- 
Elysées. Interviews with fashion designer 
Christian Lacroix, choreographer Roland 
Petit, and chef Alain Ducasse, 


an analysis of the stunning 





, F i : | e See -— an 
Socialist victory in the recent mM: DA 
legislative elections, and a MEAS 


feature on the life and poetry of 
Jacques Prévert are among the recent 
segments on this lively French-language 
audiomagazine. 


 MONEY-BRCK BUORRNTEE 


YES, Please rush me my first audiomagazine! 


Champs-Elysées: O 5 monthly editions (US$79 or £55) 
O Study supplements (US$20 or £15) 

Schau ins Land: O 5 monthly editions (US$79 or £55) 
O Study supplements (US$20 or £15) 

Name 

Address 

E-mail 


Schau ins Land in German: 


Professional journalists in Germany, Austria, 
and Switzerland provide a fascinating 
overview of German-speaking Europe every 
month in Schau ins Land. Recent programs 
have included profiles of Austria's new 
chancellor Viktor Klima and industrialist 
Ferdinand Porsche, visits to Berlin's 
Scheunenviertel and Lake Constance, a 
two-part feature on the history of Zeiss 
Optics, and interviews with conductor Kurt 
Mazur and tennis ace Boris Becker. 


Puerta del Sol in Spanish: 


A talented group of broadcast journalists in 
Madrid examines the colorful textures of 
Hispanic culture every two months in Puerta 
del Sol. Interviews with Spanish prime 
minister José María Aznar and NATO 
secretary-general Javier Solana, a profile of 
Cuban ballerina Alicia Alonso, and a feature 
on Spanish sparkling wine are just a sample of 
the intriguing segments on recent editions of 
this Spanish-language audiomagazine. 


Acquerello italiano in Italian: 
Produced six times a year in Rome, Acquerello 
italiano showcases the vitality and style of 
contemporary Italy. Recent programs 
have included interviews with film 
director Mario Monicelli and 

politician Mario Segni, as well as 

features on educational reform in 

Italy, the reopening of the Doria Pamphilj 
Gallery in Rome, the impact of the 
Albanian crisis on Italy, and Naples’s 
underground world. 

















Puerta del Sol: O 6 bimonthly editions (US$89 or £69) 
O Study supplements (US$30 or £18) 
Acquerello italiano: [O 6 bimonthly editions (US$89 or £69) 


O Study supplements (US$30 or £18) 


O Check enclosed. Please charge my [ VISA C MasterCard 


C Discover LJ American Express [C] Eurocard [C Switch [L] Diners 


Card no. 
Exp. date 


Signature 


Send check or money order to Champs-Elysées, Dept. O33, 
P.O. Box 158067, Nashville, TN 37215-8067, USA (in North America) or P.O. Box 3268, London SW11 1XN, England (Worldwide) 


Credit card orders may be faxed to 615.297.3138 (North America) * (44) 171.738.0707 (Worldwide) 


Visit our Web site at http://www.champs-elysees.com 


yey Order By Credit Card in the U.S. & Canada: 1.800.2.FLUENT 


In the UK: 0800.833.25 
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Mr Hague’s local difficulty 
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In town halls and county councils the Tories have become Britain’s third 
party. The local elections next month will confirm that status 


HE extent of the drubbing the Conser- 

vative Party got in the general election 
last May came as a shock to senior Tories 
and political commentators alike. But any- 
one paying close attention to trends in lo- 
cal government over the past 20 years 
might not have been so surprised. In local 
elections all over Britain the Tories have 
not only been defeated; they are no longer 
even the major opposition party. In large 
parts of the country, particularly in Scot- 
land and in big cities outside London, the 
Tories have been virtually wiped out. Na- 
tionally, the Conservatives have barely a 
fifth of the total number of councillors, and 
control only 23 out of a total of some 440 
councils (see chart on next page). 

If William Hague, the Conservatives 
new leader, is to launch a Tory comeback, 
reviving his party at the grassroots should 
be an urgent priority. The first big test of 
how the Conservatives are doing will take 
place on May 7th, when local elections are 
held in large parts of England. The Tories 
launched their council campaign on April 
17th with a series of battle-cries which will 
sound strangely familiar to those who fol- 
lowed Labour's successful election cam- 
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paign last year: “tax rises", “sleaze”, "it's 
time for a change.” 

The Tories’ campaign team will win no 
marks for originality—but it does have a 
point. Local councils do not show Labour 
government at its most heroic. Tony Blair 
has had to distance himself from a number 
of notoriously corrupt Labour councils. 
And even among the cleaner ones the 
Blairite revolution has not gone very far. La- 
bour councils charge almost £180 ($300) a 
year more in property taxes on a typical 
home than Conservative ones. And a recent 
report by the Audit Commission, the local- 
government watchdog, expressed concern 
at worsening performance by a number of 
councils. The Tories gleefully quote Mr 
Blair's lament that "there are just too many 
councils failing to deliver acceptable stan- 
dards of service to their citizens." 

Spin-doctors for both Labour and the 
Conservatives are busily playing expecta- 
tions down. The last time that elections 
were held in the seats being contested next 
month was 1994. That year marked the 
high-water mark of the Labour tide. The 
line from Labour's Millbank Tower head- 
quarters is that it would be unprecedented 


for a party to sustain this achievement after 
a year in power. In any case, after the eu- 
phoria of winning the general election last 
year, Labour supporters may not bother to 
turn out at all. 

At Smith Square, a rosette's throw away, 
the Tory high command sees things differ- 
ently. In some areas, the Conservatives did 
worse at the general election than they did 
in 1994. Indeed, had the London boroughs 
been contested in 1997, even flagship Tory 
councils such as Wandsworth would have 
been lost. So the Conservatives claim it 
would be a success just to keep the councils 
they now control. 

The truth is that the scope for signifi- 
cant change is limited. Only 166 of the 366 
English councils are up for grabs on May 
7th, and there will be no elections at all in 
Scotland or Wales. In London and the Isle 
of Wight every council seat will be fought. 
But in the other authorities, only a third of 
seats are open to election this year. 

The Tories' current weakness also ham- 
pers their comeback hopes. In the metro- 
politan boroughs—the big cities outside 
London—the Conservatives do not control 
a single council. Indeed, Labour's strangle- 
hold on urban areas is so strong that it 
would hold most metropolitan councils, 
even if it lost every seat that is contested on 
May 7th. 

Even in the countryside and the smaller 
cities, the Tories have virtually no chance of 
a gain. The four most marginal Labour 
councils—in Basingstoke, Daventry, Tand- 
ridge and Worthing—would all require 
double-digit swings to fall to the Conserva- 
tives. In fact, the main contest in most 
places will be between Labour and the Lib- 
eral Democrats (see next story). 

So the only really significant battle- 
ground for the Tories will be the 32 London 
boroughs. A 1% improvement on their 1994 
results would give the Tories control of 
Brent and Barnet. A 9% swing would win 
them another seven councils. On the other 
hand, a swing of 2% against the Tories 
would lose them Bromley, one of only four 
London councils they now control. 

How likely are significant swings? Not 
very, thinks John Curtice of the Centre for 
Research into Elections and Social Trends, 
who has been analysing the local elections 
for The Economist. Mr Curtice points out 
that the Tories position in the opinion 
polls now is almost exactly the same as it 
was in 1994. In his view the best the Conser- 
vatives can hope for is no more than a 2% 
swingin theirfavour, with the possibility of 
a small swing the other way. The biggest 
change is likely to be a swing from Labour 
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to the Liberal Democrats. 

There are some uncertainties in these 
predictions. In some parts of London, with 
a shifting population of students and bed- 
sitters, the electoral register can change by 
as much as 30% a year. Turnout, always low 
in local elections, may be especially low in 
the year after a Labour landslide. And the 
most marginal wards may be the most vola- 
tile, with all parties campaigning heavily 
for a chance to win. But Mr Curtice largely 
discounts these factors. So it would be sur- 
prising if the Conservatives won or lost 
more than a couple of councils. 

Mr Hague is likely to be relaxed about 
such results. It is too early, he may claim, for 
voters to have changed their mind about 
the new government. Next year’s elections, 
for councils and for the European Parlia- 
ment, will give a better indication of 
whether the Conservatives can make a 
comeback in time for the next general elec- 


Tories in trouble 


Local council control*, Britain 





tion. Granted. But Mr Hague has also 
hailed Tory councils as the pioneers of 
Conservative government in practice. With 
a small local presence, the Tories may find 
it harder to rebuild a national one. In fact, if 
the Tories cannot regain their strength in 
local government, they may one day face 
the once unthinkable prospect of becom- 
ing Britain’s third party at Westminster. 





The Liverpool election 
The name game 


LIVERPOOL 


Labour may be about to lose control of Liverpool. Not that the voters appear to 


care much either way 


F YOU are looking for a city in which the 

Tories have truly been wiped out, you 
could not do much better than Liverpool. 
Despite having suffered from a profligate, 
half-Trotskyite, law-breaking Labour coun- 
cil in the 1980s, Liverpudlians do not seem 
inclined to take another look at the Conser- 
vatives. During the last council elections in 
1996, the Tories got just 6.45% of the vote. 

In Liverpool, the real political contest is 
between three forces—the Labour Party, the 
Liberal Democrats, and apathy. In recent 
years, apathy has been making strong gains. 
In the 1996 elections, only 27% of the city’s 
voters bothered to turn out, well down on 
the 37% who voted in 1994, and well below 
the average turn-out in England. Last De- 
cember, Liverpool earned an unenviable 
place in local government history when 
just 6.2% of electors voted in a council by- 
election, the lowest turn-out in any modern 
local-authority poll. 

The voters’ lack of interest in local poli- 
tics has done nothing to alter local politi- 
cians’ taste for ever more arcane doctrinal 
and personal disputes. Anyone attempting 
to vote in the Anfield ward in the council 
elections on May 7th would be hard 
pushed to identify which of the candidates 
is the standard bearer of Tony Blairs La- 
bour Party. Appearing on the ballot paper 
are candidates described as Official La- 
bour, the Official New Labour candidate, 
and the Official Labour Party candidate. 
(The last one is the Blairite.) Trying to vote 
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for Paddy Ashdown’s Liberal Democrats is 
almost as baffling. Liverpool still has a 
strongish Liberal Party, made up of the 
irreconcilables who refused to join the Lib 
Dems when the Liberals merged with the 
Social Democrats over a decade ago. 

Local politicians will be hoping that 
voters are not too confused, because the 
contest for control of Liverpool City Coun- 
cil is very close. At the moment the council 
is run by a minority Labour administra- 
tion, which has 45 of the 99 seats on the au- 
thority. But the Lib Dems, who have 42 
seats, stand a good chance of winning con- 
trol of the city government. On May 7th Liv- 
erpool will certainly represent the Lib 
Dems’ best chance of gaining control of one 
of Britain’s big cities. 

Last month, in electioneering mode, the 
Labour administration pushed through a 
budget which promised the biggest munic- 
ipal building programme for years, at a 
price of a council tax increase of 5.5%. “This 
is the first year we have had a growth bud- 
get since I was elected in 1988,” says Marie 
McGiveron, the deputy Labour leader. The 
Lib Dems responded with a proposed bud- 
get which promised much the same build- 
ing programme, and no council tax in- 
crease. They point out that council tax has 
gone up by 68% over the past five years, and 
say that this has driven people and busi- 
nesses out of an already depressed city. 
Quite how they would finance an extrava- 
gant building programme without increas- 


ee 


ing taxes remains obscure. 

But, while these are meaty political is- 
sues, the local politicians are still having 
difficulty in stirring up much public inter- 
est. This apathy seems to reflect Liverpudli- 
ans’ belief that incompetent government is 
all they are going to get—no matter which 
party is in charge of the city hall. Although 
the present Labour administration has 
tried to improve civic services (it seems to 
have cured the city centre of its previously 
endemic litter problem), it does not look 
good compared with other big city coun- 
cils. According to figures published by the 
Audit Commission, a local government 
watchdog, the council falls well below par 
in England for efficient collection of coun- 
cil tax and rents, or speedy re-letting of va- 
cant council-owned houses. 

So bad is the reputation of Liverpool's 
municipal services that privatisation—de- 
spite all its associations with Toryism— 
seems to be a popular idea. Rubbish collec- 
tion is generally agreed to have improved 
markedly since it was handed over to Onyx, 
a private company. Indeed, the Lib Dems 
are running a campaign to save the rub- 
bish-collection service from falling back 
into the hands of the council when Onyx’s 
contract ends this summer. 

Yet the Lib Dems do not seem to have 
drawn the obvious conclusion from the 
popularity of the “Save-our-Bins” cam- 
paign. Although their local leaders damn 
the poor quality of other council-run ser- 
vices such as street cleaning and repairs to 
public housing, they have no plans to con- 
tract them out to private firms. Their claim 
is simply that the Lib Dems will try to man- 
age municipal services better. 

In fact, neither Labour nor the Lib Dems 
seem to have a clear idea of the direction in 
which they want the council to lead Liver- 
pool. That is a shame, because the city now 
has a chance to shake off its reputation for 
industrial militancy and municipal bun- 
gling. A long-running dock labour dispute 
ended late last year. And the decision by 
Ford to produce a new Jaguar car model at 
its Halewood factory on Merseyside has 
given the city a boost. 

A lack of a coherent political message 
from either of Liverpool's main political 
parties goes a long way towards explaining 
why the city’s Lib Dems are dogged by a lo- 
cal Liberal Party which refuses to die qui- 
etly; why Labour is harassed by a self-styled 
Liverpool Labour Party(the remnants of the 
Trotskyite Militant Tendency and 1980s 
hard left-wingers); and why both these par- 
ties periodically suffer defections from 
their ranks of councillors. While the Liberal 
Democrats may well become the largest 
party on the council, the most significant 
statistic to emerge on May 7th will proba- 
bly be the number of Liverpudlians who 
stay away from the polling booths. 
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A Heath Robinson constitution 


ND IHE people of Ulster are to get a new assembly. If it helps to 
bring them peace, hallelujah. But in the matter of govern- 
ment, it has been noted that you can occasionally have too much 
of a good thing. Ulster’s Easter settlement will not just add one 
new assembly to Britain's rapidly multiplying layers of govern- 
ment. There will also be those cross-border councils, empowered 
under the agreement to discuss, inter alia, animal and plant 
health, water quality and waste management, plus other issues 
of pith and moment including "relevant European Union pro- 
grammes such as SPPR, INTERREG, Leader 11 and their succes- 
sors”, whatever that may mean. All over the United Kingdom, no 
doubt, political reporters like Bagehot are gleefully packing their 
notebooks and sharpening their 
pencils. And how they must be 
looking forward to covering the 
meetings of the proposed British- 
Irish Council, with its promise of 
lively debates to promote "the har- 
monious and mutually beneficial 
development ofthe totality of rela- 
tionships among the peoples of 
these islands". 

It is easy to mock, and the 
mocking ends here. There are 
plenty of good reasons, discussed 
on pages 15-18, for the particular 
shape of governmental architec- 
ture that was unveiled last week in 
Ulster. But there is nonetheless a 
serious question to be asked about 
the speed and complexity of the 
changes that will shortly sweep 
through the whole of Britain's pat- 
tern of government. 

No British government in liv- 
ing memory has presided over 
such a frenzy of constitutional re- 
form. In addition to the new Ulster 
assembly, the Scots are to get a par- 
liament and the Welsh a new as- — 
sembly. Westminster, meanwhile, 
is changing too. A commission un- i 
der Lord Jenkins, investigating al- 
ternatives to Britain’s current electoral system, will report by the 
end of October. The government has promised to remove the 
right of hereditary peers to sit and vote in the House of Lords. A 
programme of “modernisation” is under way in the Commons. 
A white paper on local government is due in the summer. The 
incorporation into British law of the European Convention on 
Human Rights will increase the power of judges. A proposal for a 
freedom of information bill has been published. In May Lon- 
doners will vote on a proposal for the city to get an elected 
mayor, who may then become the trailblazer for a raft of new, 
powerful mayors in big cities across the country. And so on. 

Britain needs reform to check the power of an over-mighty 
executive. But as the Ulster settlement demonstrates, the driving 
force for the individual changes lies not in some coherent over- 
all view of the constitution, but in ad hoc solutions to particular 
problems. The new bodies summoned into life by the Easter 
agreement are there to bring Ulster peace, not to fit into some 
larger blueprint for Britain. The Scottish parliament, likewise, 
had its independent origin: it was dreamt up in order to take the 
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wind out of the sails of Scottish nationalism. The “new” think- 
ing on voting reform is a throwback to the time when Labour 
feared it might never hold on to power under the existing first- 
past-the-post system. Given this background, it would indeed be 
an Easter miracle if the whole bundle of individual reforms hap- 
pened somehow to slot into an elegant pattern. 

Up to now, the government has made a virtue of ad hockery. 
The alternative—a constitutional commission and a single big 
bang—would have taken longer. And on devolution, the United 
Kingdom is ill-suited to a one-size-fits-all blueprint. "A foolish 
consistency”, as Ralph Waldo Emerson said, “is the hobgoblin of 
little minds, adored by little statesmen and divines.” Nations as 
different as Spain and Canada’ 
have seen the impossibility of sym- 
metry in their federal arrange- 
ments. It need not matter that 
devolution to the English regions 
will come later than devolution to 
Scotland, Wales and Northern Ire- 
land, if it comes at all. 

At some point, however, the 
various constitutional changes do 
have to be meshed together in a 
framework that works. They also 
need to be underpinned by some 
unifying political vision. And so 
far, alas, there is little evidence ei- 
ther of meshing or of vision. The 
chief reason resides in Downing 
Street. Although the prime minis- 
ter is famous for visionary rheto- 
ric, and has sped through the re- 
forms, constitutional change is not 
close to Tony Blair's heart. Devolu- 
tion was an inheritance from John 
Smith, the party's former leader, 
and his predecessors. And Mr Blair 
has been slow to see the need for 
central oversight of the wider pro- 
gramme of change. Lord Irvine, the 
: lord chancellor, claims to provide 

| "wA that by chairing the relevant cabi- 

net committees, but in truth power 

is widely distributed. Lord Richard, the leader of the Lords, is 

piloting Lords reform, though he is a tactician, not a visionary. 

Donald Dewar, the Scottish secretary, is responsible for Scottish 

devolution and will probably become prime minister of Scot- 

land. Electoral reform and reform of party funding come under 
Jack Straw, the home secretary. 

Is it any wonder that so many big questions are tantalisingly 
unresolved? The government says it will end the hereditary prin- 
ciple but has still put foward no other plan for a reformed Lords, 
leaving it uncertain whether a reformed chamber would check 
or amplify the power of the executive. It has no final answer to 
the old question of why Scottish MPs should be allowed to vote 
on English matters once Scotland has a parliament. And, come 
the birth of that parliament next year, it may have no convincing 
answer to those who wonder why the next step for Scotland 
should not be full independence. It behoves a government pre- 
siding over a new constitutional settlement to do some thinking 
about how the new settlement is to be underpinned from the 
centre. Mr Blair will regret having left his thinking so late. 
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When virtue pays a premium 


Renewable energy has long been the fuel of the future. Could it be that the 


future is at last about to happen? 


OR most people, renewable energy used 

to conjure up thoughts of bearded vege- 
tarians in sandals. No longer. Big energy 
companies are more interested in 
renewables than ever before. Compared 
with fossil fuels, renewables are becoming 
less expensive—and the spread of global 
greenery means that governments are back- 
ing them. The electricity liberalisation plan 
that America's President Clinton offered re- 
cently included a requirement that 5.5% of 
electricity be generated from renewables, 
and the European Union is considering a 
draft directive on the subject. A further 
push may come if the rich world keeps its 
promises in Kyoto last December to cut cli- 
mate-changing carbon emissions. 

Cor Herkstroter, chairman of Shell, 
muses that "in 50 years, Shell could be 50- 
50 oil and renewables.” The company is ac- 
cordingly investing $500m in renewables. 
At BP, John Browne presides over a com- 
pany whose solar division now has more 
than 700 employees, up from fewer than 
300 five years ago. Enron, a Texas-based en- 
ergy company, bought two wind-turbine 
manufacturers last year and one of Ameri- 
ca's largest solar companies. 
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As large energy companies have begun 
or stepped up investment in renewables, 
the industry has received a much-needed 
shot of capital. Thus Canon, a Japanese 
camera and office-equipment supplier, set 
up a joint venture with Energy Conversion 
Devices of Michigan, a specialist in thin- 
film technology with about 50 employees, 
to form United Solar Systems. When the 
joint venture started in 1991, Uss could pro- 
duce less than one megawatt of capacity a 
year; now it is up to 5MW, and is planning a 
jump to 25MW. Employment has quadru- 
pled; production costs have dropped. 

For years, the renewables business has 
wanted to reach the point where, as sales 
volumes grew, prices dropped, making 
renewables more attractive, and stimulat- 
ing demand. This holy grail at last seems to 
be in sight. Tractabel, a Belgian power gi- 
ant, notes that it initially built waste-to-en- 
ergy plants in Britain to take advantage of 
policies that gave favourable commercial 
breaks to renewable technologies. Now 
costs have dropped enough for it to be 
planning on more of a commercial basis. 

At the moment, of course, renewables 
are still a tiny share of world energy. Count 


hydropower, biomass, tidal, geothermal, 
waste-to-energy, solar and wind, and you 
have only 6.1% of the rich world’s energy 
supply in 1995. Take away large-scale hy- 
dro, and that drops to 3.7%. What is intrigu- 
ing, though, is that in Europe renewables 
are growing faster than any other energy 
source. Even though prices for fossil fuels 
such as oil, gas and coal are stable or even 
falling, interest in the alternatives is high 
and rising. 

One reason is that renewables have be- 
come cheaper. Between 1985 and 1995, in- 
stalled costs of photovoltaics (pv), which 
convert sunlight into electricity, dropped 
by more than half, thanks to better design 
and greater efficiency. Pv is now cheap 
enough to be competitive in areas that are 
not connected to the electricity grid. 

Wind power has done better still. Costs 
have roughly halved since 1990; the tech- 
nology has got better and the machines 
have got bigger, lowering capital and main- 
tenance costs considerably. The result is 
that wind power is now just about competi- 
tive with fossil fuels in some markets. In 
Britain last year, the average price that elec- 
tricity companies paid for power was 3.52 
pence (5.6 cents) a kilowatt hour; the aver- 
age bid price for wind was 3.53 pence a kilo- 
watt hour. In some markets, some of the 
time, biomass, geothermal, landfill gas and 
waste-to-energy can compete on price with 
carbon-based fuels. 

While technical improvements have 
been cutting the costs of renewable energy, 
governments everywhere have been eager 
to give it a helping hand. Most of the rich 
countries in the OECD have programmes of 
varying degrees of compulsion, sense and 
utility. Sweden’s carbon tax led to a sharp 
increase in the use of biomass. Germany 
has underwritten a 15-fold increase in 
windpower since 1990. Australia has de- 
cided to make Sydney's Olympic village so- 
lar. It is no coincidence that Siemens 
started pouring money into its solar sub- 
sidiary, the world’s largest, in 1992—the 
year of the first environmental summit. 

Regulatory pressures have also helped 
to persuade utilities to buy and produce 
more renewable energy. When Minnesota- 
based Northern States Power needed per- 
mission to buy additional dry-cask storage 
for its nuclear waste, the legislature agreed, 
but with a condition: the utility would have 
to produce at least 425Mw of electricity 
through renewables by 2002. Britain's 
PowerGen invested in wind energy in re- 
sponse to pro-renewable policies; it might 
not otherwise have bothered. 

In developing countries where the elec- 
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tricity grid is either inefficient or non-exis- 
tent, the market for renewables is particu- 
larly promising. The World Bank estimates 
that several hundred million rural homes 
are able and willing to spend $150 a year for 
reliable energy, which could buy enough rv 
capacity to light and warm them. 

Growth in demand for solar power is 
fastest in places such as Kenya, Mexico and 
South Africa -India alone accounts for 12% 
of America's solar exports. But solar is not 
just power for the poor. In Canada, utilities 
want to convert from diesel to pv and other 
renewables in about 130 rcmote areas. The 
current world solar energy market is worth 
around $1 billion; it could reach $6 billion 
by 2010. That is, of course. a drop compared 
with oil, with world sales of more than 
$500 billion, but why dismiss the prospect 
ofa few billion? 

In some rich countries, political sup- 
port gives renewable producers a friendly, 
stable market. When Sumitomo and Sanyo 
decided to enter photovoltaics by buying 
Solec International, a struggling California 


firm, they knew there would be a market 
back home, because of an aggressive gov- 
emment scheme to encourage the use of so- 
lar panels. The Japanese partners have in- 
vested some $20m in new capacity, and are 
about to open a plant in Japan; the ex- 
panded Californian plant will take care of 
exports and the American market. 

New boosts for renewables are on the 
way. Deregulation of the world's electricity 
industry could raise demand through 
"green pricing" schemes, in which custom- 
ers can choose to pay suppliers a premium 
in order to buy renewables. In 1997 Enron 
bought Zond, a wind company, specifically 
so that it could have a renewable energy 
product to offer customers willing to pay 
for clean power; many say they are. Waste- 
to-energy and landfill-gas projects are 
likely to benefit most from green pricing, at 
least at first, because their costs are already 
close to those of conventional power 
producers. 

The danger is that renewables produc- 
ers grow to rely on special breaks and envi- 


ronmental regulation. That way, they will 
always be marginal. “We don’t want a wel- 
fare-state image,” sniffs Jim Dawson, presi- 
dent of Shell International Renewables. “It 
can’t be a case of technocrats selling to bu- 
reaucrats.” But he admits that for now, the 
industry needs a hand from government if 
it is to grow. 
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HEN Napoleon went into retire- 

ment, the battered troops of the 

Grande Armée that he had led half way 

| round the world wept openly. It is hard to 

imagine the stewards, pilots and ground 

staff of American Airlines (AA) shedding 

too many tears over the (voluntary) depar- 

| ture of Robert Crandall, the chain-smok- 

| ing pugilist who has commanded their 

| company-and arguably their entire in- 

dustry—for nearly two decades. Is it really 

necessary to run an airline like a military 
campaign? 

Mr Crandall certainly thought so. “I 
want to crush all my competition," he 
| once proclaimed. “That is what compe- 
| tition is about.” A fierce cost-cutter who 
| once saved $100,000 by removing olives 
| 
à 





from all AA's salads, he even seemed to 

take a combative attitude to collusion: 

| “Raise your goddamn fares 20%. I'll raise 
mine the next morning,” he was recorded 
saying to the head of Braniff Airlines in 
1982 in a telephone call that landed him 
in trouble with the antitrust authorities 
(the suit was settled). 

His worst rows were arguably with his 
own staff. Mr Crandall disliked the 
squadron mentality of air crew, which 
made them think of themselves as elite pi- 

| lots rather than employees. Although he 
| Often pointed out that even a large carrier 
| like American could be driven into bank- 
| ruptcy by a strike in a matter of months, 
he seldom recognised this weakness in 
negotiating. Last year President Clinton 


American Airlines loses its pilot 


had to intervene to stop another strike at 
American Airlines. One reason the pilots 
eventually agreed to a deal was their 
hunch that Mr Crandall would not be 
around to negotiate the next one (he has 
always said that he would retire before his 
65th birthday in 2000). 

On the face of it, Mr Crandall is the 
last of a dying breed. The old dogfighters 
like Frank Lorenzo (once of Continental 
and Eastern) and Lord King (of British Air- 
ways) have given way to a younger genera- 
tion of marketeers, more suited to the 
world of virtual airlines, alliances and 
empowerment programmes. The new 





Off to St Helena 


young pretenders of aviation are people 
such as Richard Branson of Virgin Atlan- 
tic and Herb Kelleher of Southwest, nei- 
ther of whom can see a member of his 
staff without hugging him or her. Even Mr | 
Crandall's successor at AA, Donald Carty, | 
who has been dealing with AA’s mooted _ 
alliances with British Airways, Japan Air- | 
lines and us Airways, favours a slightly 
more relaxed style. 

However, Mr Crandall will remain 
the industry’s model for some time yet— 
for two reasons. First, despite his reputa- 
tion as the toughest boss in America, he 
was also a subtle innovator. He | 
popularised frequent-flyer programmes, | 
computer-reservation systems and the 
yield-management systems that tell air- 
lines how much to charge for particular 
seats. Far from being inflexible, he was 
quick to change his mind about issues 
such as code-sharing and even deregula- | 
tion (both of which he initially de- | 
nounced with a torrent of expletives) | 
once he saw their advantages. 

The second reason is that, underneath 
all the new rhetoric, the airline business 
could actually get bloodier. In America, 
big airlines such as AA are still held hos- 
tage by theirunions. Outside America, de- 
regulation is creating brutal new 
Crandallesque price wars, where muscle | 
often counts for more than fancy gim- | 
micks. As for the new alliances, let alone 
the dreams of virtual airlines, they will in- 
volve more battles with employees—and 
probably with governments too. Mr 
Crandall may be heading off to his ver- 
sion of St Helena, but the industry will 
bear his stamp for some time yet. 
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Sharing the limelight 


f 


One problem with mergers is that the number of top executives doubles— equals” among European companies. It 
temporarily. How can newlyweds avoid trouble in the executive suite? claims that two-thirds of these created 
value for shareholders. Perhaps some 


WO big mergers; two different ap- | mergers of equals do indeed promote a 
d to management. The an- MANAGEMENT FOCUS si cocopeiunde n sv pim 
nouncement on April 13th that proach. But that is unlikely to happen 
NationsBank and BankAmerica would nounced in February, fell apart over pre- where the partners’ bosses are unwilling 
_ Join forces (see page 68), creating Ameri- cisely such conflicts. And that was despite or unable to work out the power-sharing 
ca's biggest commercial bank, came fresh — the fact that the two firms’ bosses, SirRich- arrangements in advance. | 
on the heels of the previous week's stun- ard Sykes and Jan Leschly, were consid- | 


ner by Citicorp and Travelers Group, ered to be close friends. The Glaxo- Double trouble 


which have agreed to the biggest merger SmithKline example may seem extreme, In some cases, therefore, the potential for | 
in corporate history. The different strate- but in many ways was typical. Because of management conflict is reason enough to 
gies behind the two financial-services the secrecy and speed with which thedeal avoid merging. But when companies do 
deals—Citigroup hopes to broaden its was negotiated, many ofthe importantis- decide to join forces, how should they di- 
product range, the new BankAmerica to — sues—such as who would occupy the top vide up the top jobs? Unfortunately, com- 
cut costs—have given analysts and inves- — slots—had yet to be worked out when the panies which take this question seriously 
| tors plenty to think about. But the two merger was announced. Notalldealsend will find little useful research to guide — 
new firms are also noteworthy because of as embarrassingly as that one, but often — them—despite the mountain of books on 
| 





the way they have dealt with their bosses. leadership and teamwork published by 

At Citigroup, the two chief executives 
are going to share the top job. John Reed 
and Sandy Weill have each been credited 
with doing wonders for the companies 
they run (Citicorp and Travelers, respec- 
tively). But most analysts reckon that job- 
sharing is more suited to part-time sec- 
retaries than to the co-CEOos of a $700 
billion financial conglomerate. They ex- 
pect Mr Reed to be gone within a year or 
so. BankAmerica and Nationsbank, by 
contrast, have gone for a more traditional 
approach. Although the new bank will 
keep BankAmerica’s name, it will be run 
| by Hugh McColl, the 62-year-old head of 
NationsBank. David Coulter, Bank- 


management gurus every year. Most of 
these books will tell you the same thing: 
that co-operation is good. 

But why are some managers so good at 
it, while others fail? Often, the support of. 
the board of directors is crucial. If those at 
the top have visible and reliable backing | 
from the board, they will find it much eas- 
ier to work together. A classic example of 
this was the merger of ABC with Capital 
Cities in the 1980s. Although Capital Cit- 
ies was puny compared with the giant 
network, its two top officers, Dan Burke 
and Tom Murphy, ended up running the 
new company—and turning it into a rag- 
ing success. Not only were the two bosses 
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. America's 50-year-old boss, must wait. themselves a model of co-operation (in 
| Financial-services firms are not the there are just as many loose ends. 1990, they were presented with alumni 
| only ones trying to merge two top man- Nor is haste the only reason. Even achievement awards by Harvard Busi- 


agement teams into one. From drugs to when companies have ample time to ness School in tandem, to highlight their 
computers to telecoms, companies are plan the new management team, they of- symbiotic relationship); but they were 
. combining to cut costs and increase their — ten put it off deliberately, reasoning that also able to soothe many of those at ABC 
| clout. But even pundits who are inclined — it is wise to wait. Otherwise, given the po- who had been passed over. Some of the 
to see synergies behind every deal rarely tential for conflict, many deals would best people were given new roles; the rest 
expect rival management teams to mesh never get done. were given time to leave gracefully. 
neatly together. While the markets are This begs the question whether such Since ABC had acquired its smaller ri- 
merrily popping champagne corks, se- deals are worth doing in the first place. val mainly to lay its hands on a better 
nior managers are usually busy behind The evidence on mergers and acqui- management team, the potential for con- 
the scenes sharpening their knives. sitions suggests that mostofthem actually flict was huge. But the combination of a 
It is not hard to see why. "The exact destroy value. The reasons vary, but em- strong board and a diplomatic duo at the 
place where redundancy is most appar-  pire-building by power-hungry bosses is top defused the tension. Nor did it hurt 
ent is in the executive suite," says Jeffrey implicated in many failed deals. Most that Messrs Burke and Murphy knew 
Sonnenfeld, a former Harvard Business companies pay too much for the firms what they were doing strategically. A few | 








School professor who now heads the  theyacquire. mis-steps would no doubt have weak- 
Chief Executive Leadership Institute in Because mergers are not exposed to ened the board's resolve. | 
Atlanta, Georgia. To solve this problem, those risks, some see them as a better bet This combination, of course, is a rare 
| newly merged companies mustovercome than acquisitions. In the past, there has one. The problems of weak boards and 
“shrieking self-interest”. been little academic support for this poor strategies are perennial. Finding hu- 


The proposed £100 billion ($165 bil- claim. In one recent study*, however, J.P. mility at the top may be even trickier. 
lion) merger between Glaxo Wellcome Morgan, an investment bank (which TAB 
and SmithKline Beecham, which wasap- makes some of its money from promot- — . «European Merger of Equals”, Published by JP. Mor- 
plauded by the markets when it was an- ing mergers), examined 22 "mergers Of gan, November 1997. | 
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Gillette 


Taking it on the chin 


BOSTON 


The launch of a new razor will test whether Gillette deserves to be so admired 


by management gurus 


H?^ many ways can there be to re- 
move the 15,000 bristles that sprout 
so relentlessly on the male chin? Gillette, 
saved from humiliation eight years ago by 
the launch of the Sensor range, with not 
one but two blades, this week unveiled an 
even more revolutionary advance in shav- 
ing: the Mach3 (see box on next page). 

Gillette's future may not exactly be on a 
razor's edge—it has 7196 of the North Ameri- 
can and European market for razors and 
blades—but it needs those bristles. The 
company, whose consumer brands include 
Duracell batteries, Oral-B toothbrushes and 
Parker and Waterman pens, is beloved by 
management consultants. But investors 
have begun to fret about slowing growth, 
lacklustre sales and an imminent change 
in top management. Growth has slowed in 
the hugely profitable razors division, partly 
because Schick, its smaller rival, has re- 
cently launched a new razor of its own. Last 
August, the mildest of profit warnings was 
enough to send the shares tumbling nearly 
20%, although they have since recovered. 

The Mach3 is the company's biggest 
and most important new product since the 
Sensor, and the company hopes it will have 
a similar effect. Eight years ago, Gillette was 
losing its grip on the razor market to cheap 
throwaways and facing the fourth in a suc- 
cession of hostile takeover bids. Sensor 
saved the company on both counts. Today, 
Gillette is vastly stronger. Its market capital- 
isation has jumped from $3 billion in 1986 
to $66.1 billion today, putting it among 
America's 30 biggest companies. 

Will the new shaver be equally success- 
ful? The answer will test Gillette's unusual 
approach to innovation in the consumer- 
products business. Most such companies 
tweak their offerings in response to compe- 
tition or demand. Gillette, boasts Al Zeien, 
the company’s 68-year-old chairman, 
launches a new product only when it has 
made a genuine technical advance. To 
make the Mach3, Gillette has found a way 
to bond diamond-hard carbon to slivers of 
steel. Michael Hawley, the company’s chief 
operating officer and Mr Zeien’s appointed 
successor, boasts that it “will blow the 
doors off other technology”. 

But razors are not the only products 
where the company’s researchers beaver 
away at innovation. Duracell Ultra, due to 
be launched in May, is an alkaline battery 
designed to last 50% longer than its rivals in 
devices that need a lot of power, such as 
palmtop computers and personal cp-play- 
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ers. Mr Zeien also promises, later this year, a 
“universally new, remarkable” toothbrush, 
which abandons the usual practice of sta- 
pling the filaments through the brush head. 

At heart, Gillette likes to think of itself as 
a giant research laboratory. It spends 2.2% 
of sales on R&D, twice as much as the aver- 
age consumer-products company. "We 
manage ourselves like a pharmaceutical 
company," says Mr Zeien. "The people 
working on our toothbrushes are PhDs in 
polymer chemicals." Like a drugs company, 
Gillette has a product pipeline: the succes- 
sor to the Mach3 is already being devel- 
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But at a price 


oped. It does better than the pharmaceuti- 
cal industry on another measure: almost 
half of its $10 billion sales in 1997 came 
from products introduced in the past five 
years, more than SmithKline Beecham or 
Johnson & Johnson can boast. Mr Zeien ex- 
pects to maintain that, helped by more 
than 20 big product launches this year 
alone. 

Such aggressive innovation inevitably 
cannibalises still healthy sales of older 
products. The slower growth that scared 
Wall Street last year was caused partly by 
Gillette's decision to run down stocks of its 
Sensor and Atra shavers ahead of this 
week's launch. While most rivals would 
consider this suicidal, Gillette uses the strat- 
egy to ramp up prices of new products. 
Mach3 will sell for around 35% more than 
SensorExcel, which itself was 6096 more ex- 
pensive than Atra, its predecessor. Duracell 
Ultra costs 20% more than a conventional 


battery. Mr Zeien insists that premium 
prices do not matter: "People never re- 
member what they used to pay. But they do 
want to feel they are getting value for 
money" Perhaps; but shavers may nick 
themselves at the thought of paying a hefty 
$1.60 a blade for the Mach3. 

Gillette's emphasis on refining the 
manufacturing process is much admired 
by management gurus such as Rosabeth 
Moss Kanter, a Harvard Business School 
professor. “Few companies are as good at 
combining new products with new ways of 
making them," she says. “It gives Gillette a 
huge advantage over the competition." 
Three-quarters ofthe $1 billion spent on the 
Mach3 has gone on 200 new pieces of dedi- 
cated machinery, designed in-house, which 
will churn out 600 blade cartridges a 
minute, tripling the current speed of pro- 
duction. Mr Zeien says that this means the 
investment will pay for itself within two 
years. The fact that the company spends 
more on new production equipment than 
on new products is, he says, one reason why 
Gillette regularly hits its target of reducing 
manufacturing costs by 4% a year. 

Another difference between Gillette 
and most other consumer-products com- 
panies is that it does not tailor its products 
to local tastes. That gives it vast economies 
of scale in manufacturing. Those are mir- 
rored on the distribution side, where it usu- 
ally breaks into new markets with razors 
and then pumps its batteries, pens and toi- 
letries through the established sales chan- 
nels. The impact on margins is dramatic— 
Salomon Smith Barney's Holly Becker 
notes that the group's operating margin, 
currently a fat 23%, is rising by a percentage 
point a year. 

And Gillette's products obviously have 
global appeal. Last year 70% of the compa- 
ny's sales were outside America. More than 
1.2 billion people now use at least one of its 
products every day, compared with 800m 
in 1990. The company has sliced into devel- 
oping markets: it has 9196 of the market for 
blades in Latin America and 69% in India, 
measured by value. It would love to shave 
China, too, but the trouble there, or so says 
Jorgen Wedel, executive vice-president of 
Gillette's International Group, is the Chi- 
nese beard, or lack of it: "If they shake their 
heads, they don't need to shave.” Gillette 
may therefore rely on the Chinese passion 
for gadgets such as pagers, and lead its push 
into that market with Duracell. 


Of heirs and hairs 

The biggest question concerning Gillette's 
future is not technical but human. Much of 
the company's recent success must be put 
down to Mr Zeien. When he took over, Gil- 
lette’s name was on everything from sun- 
glasses and watches to calculators. He 
forced a focus on a few world-leading prod- 
ucts. But he is now past normal retirement 
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A Valuable Discovery: 
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Skinned alive 


| 
| 
| BOSTON AND NEW YORK 
| 


Mc: men spend a few precious 
morning minutes reluctantly 
dragging a razor across their skin. Cuts 
| and razor burn are all part of the raw 
| deal as they scrape their faces up to 700 
times per shave, chopping away 27 feet 
(8.2 metres) of hair over a lifetime. Scien- 
tists at Gillette's ^world shaving head- 
quarters" in Boston have spent 15 years 
and $750m developing their latest re- 
sponse. Unveiled in New York this week 
in a presentation worthy ofa NASA space 
launch, complete with images of jet en- 
gines shattering sound barriers, the new 
razor has a name to match: Mach3. 

Such high-tech allusions are appro- 
priate. The Mach3 is covered by 35 pat- 
ents, astonishing for something as com- 
monplace as a razor. Its three spring- 
mounted blades are some 10% thinner at 
the tip than the two blades of its prede- 
cessor, SensorExcel. They are toughened 
with diamond-like carbon from the 
semiconductor industry and this is 
bonded on to the steel with niobium, a 
rare tin alloy normally used in super- 
conducting magnets. John Bush, vice- 
president ofGillette's research and devel- 
opment, likens the reduced drag to 
cutting down a tree with an axe rather 
than a wedge. Since irritated skin is the 
shaver's main complaint and most men 
blame their razors rather than them- 
selves for cuts and rashes, this looks like a 
genuine improvement. 

There is, boast Gillette folk, another 
bonus: productivity. Each stroke with the 
new razor takes off around 4096 more 
stubble than before. Imagine 40m work- 
ing American males saving one minute a 
day this way. That could add up to 7m 
working days a year—assuming they do 
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Or would you rather grow 


not dawdle over breakfast instead. 

Of course, all this innovation comes 
with a catch. Gillette expects customers 
to pay almost $7 for a Mach3 with two 
spare blade cartridges—a 35% premium 
to SensorExcel, currently the priciest ra- 
zor on the market. The company has a 
successful history of persuading shop- 
pers to trade up. However, it risks arous- 
ing the same complaints as Microsoft, 
whose customers grumble about the re- 
lentless cycle of software upgrades they 
have to make. Shavers could slice 
through the stubble just as easily if they 
only soaked their chins in hot water for 
two minutes first. That changes whiskers 
from inflexible copper wire to the pli- | 
ability of aluminium. The Mach3 offersa 
state-of-the-art shave, but for the cost- 
conscious a hot shower and a plastic dis- 
posable may be just the thing. 











age, and has been persuaded to stay on the 
board for another year with the lure of new 
stock options. Investors worry about his 
heir-apparent, Mr Hawley, who is 60 and 
has a very different management style. 
Compared with the clear-thinking, strate- 
gic Mr Zeien, whose ability to communi- 
cate has been a hit both on Wall Street and 
in the company, Mr Hawley comes across 
rather as a strong operational manager. 

Mr Hawley acknowledges their differ- 
ent styles. “Al is an architect first, then a 
builder; he has a new concept, and then 
worries about how to make it work. I would 
flip it for me. My experience has been 
building and expanding. I see myself as a 
catalyst, helping to make something new 
from what we have." 

Harvard's Ms Kanter thinks the com- 
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pany can weather a change at the top: “Gil- 
lette’s global sensibilities are ingrained in 
the culture. This is not a cult of personality. 
I am increasingly impressed with Gillette’s 
corporate modesty. They don't spend time 
making top management into media 
stars." Other challenges remain. Braun, the 
consumer-appliance business that Mr 
Zeien tackled in his early days with the 
company, recently appears to have lost 
sparkle, although it could be revived by a 
move into home diagnostic products such 
as blood-pressure monitors and pregnancy 
kits. And the new shaving system, with so 
much invested in it, has to prove a success. 
A company trading on a sky-high multiple 
of 42 times this years expected earnings 
cannot afford even the smallest of nicks. 
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Three-dimensional imaging 
Model business 


LOS ANGELES 


F YOU want to understand the econom- 

ics of Hollywood, the best place to start is 
not on the lot but in the studios' archives. 
Producing films may be an expensive af- 
fair, but once the film is made, you can keep 
reselling it until the cows come home. The 
big studios have more than 30,000 films in 
their vaults for just this purpose. 

Hollywood is not alone. Publishing 
houses use their back-catalogues to protect 
themselves from the vagaries of taste and 
talent. Indeed one of the main reasons why 
Bertelsmann, a German media conglomer- 
ate, recently bought Random House, an 
American publisher, was to get hold of its 
prestigious back catalogue. Image Bank, a 
subsidiary of Eastman Kodak, can supply 
newspapers and advertisers with their 
choice of more than 1m photographs. Bill 
Gates owns the Bettmann collection of 16m 
historical photographs; Michael Jackson, 
the Lennon-McCartney song catalogue. 

The economics of libraries is a popular 
subject of discussion at Viewpoint Data- 
Labs International, a small company on 
the outskirts of Salt Lake City, Utah, which 
has set itself the task of building the world's 
biggest collection of three-dimensional im- 
ages. Demand for such images is booming. 
Medical schools use them to take doctors 
on a tour inside the human body, universi- 
ties to entertain students with atoms the 
size of baseballs and the air force to train 
pilots. But the biggest market by far is Hol- 
lywood, which uses such images to do any- 
thing from bringing inanimate objects to 
life to making stunts cheaper, safer and 
more predictable, or creating scary mon- 
sters. Recently, Viewpoint has been creat- 
ing Godzilla for Sony's forthcoming film of 
that title. 

The company has not set itself an easy 
task. To produce an image, you need to start 
off by building a life-like model, no mean 
feat with something as intricate as a fly or 
an ant. And you need to be prepared to 
make anything that Hollywood's fevered 
imagination can dream up. But the com- 
pany hopes that the very difficulty of mak- 
ing these models will persuade its most im- 
portant competitors, the Hollywood 
studios, to make fewer of their own models 
and buy them off Viewpoint's shelves in- 
stead. Building models is so time-consum- 
ing that a company with a head start in the 
business has a good chance of defending its 
position for years. 

The company hopes that two other 
things will act as barriers to entry: the size 
of its library and the efficiency of its distri- 
bution system. It is already ten times bigger 
than its next biggest direct competitor, and 
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it doubled its stock of images last year, from 
10,000 to 20,000, partly by buying smaller 
niche players or licensing their products. 
Its products can now be obtained almost 
instantly from cps or the Internet—pro- 
vided you purchase an electronic key—and 
can be run on a wide variety of software. 

Until now, Viewpoint's strategy has 
been to place itself at the bottom of the 
feeding chain: film studios and special-ef- 
fects houses customise its models before 
Steven Spielberg and his ilk weave them 
into their story lines. Recently, however, it 
has started eyeing the mass market. Its aim, 
supported by connections with Microsoft 
and Intel, is to give home computers access 
toits library, so that children can buy its im- 
ages to illustrate their projects and adults 
their presentations. 

The company's biggest worry is that 
someone will come up with a scanning 
technique that makes it possible to gener- 
ate three-dimensional images without 
building models. But scanning technology 
is still too primitive to produce life-like and 
versatile images; and scanning things such 
as the Statue of Liberty or the Eiffel Tower, 
let alone Godzilla, may be even more diffi- 
cult than building models of them. 





Stalling in China 


BEUING 


ARLIER this month, Jürgen Schrempp, 

the chairman of Daimler-Benz, set the 
German car, aerospace and engineering 
group the goal of doubling its revenue over 
the next ten years. Most European multina- 
tionals making such a claim these days 
would have high hopes for their market in 
China. But not Mr Schrempp. Many of the 
high hopes and ambitious 
projects that his predecessor, 
Edzard Reuter, had for that 
country are being abandoned. 

In 1994  Daimler-Benz 
promised to invest $800m in 
order to build up to 250,000 
units a year of its self-styled 
Family Car China, a mini-car 
to be based on its new 
Mercedes-Benz A-class. In 1995 
the company signed a letter of 
intent with Jiang Zemin, the 
Chinese president, for a $1.08 
billion project to make 
Mercedes-Benz minivans. 
And in 1996, Daimler-Benz 
Aerospace (Dasa) joined a Eu- 
ropean consortium to build 
the Asia Express, a 100-seat air- 
craft which it was claimed 
would generate revenues of 
$40 billion. 
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At the moment, none of these projects is 
set to go ahead—largely because Mr 
Schrempp, a man who once brought his 
company to the brink of bankruptcy by or- 
chestrating its acquisition of the failed air- 
craft-maker Fokker, has been reborn as the 
first German champion of shareholder 
value. Following a 1995 loss by the group of 
DM5.7 billion ($4 billion), Mr Schrempp 
set every Daimler-Benz unit a minimum 
target of a 12% return on capital. 

That was bad news for the company's 
units in China where, in the domestic car 
market, any sort of return is remarkable. 
Sales last year were 474,000, compared 
with a capacity of around double that fig- 
ure. Volkswagen is the only company to 
have run a profitable car plant in China, in 
Shanghai. Its second plant, in Changchun 
in the north-east, has accumulated losses of 
more than $100m. Peugeot-Citroén’s plant 
in Wuhan in central China is running at a 
quarter of capacity, and its other factory, in 
Guangzhou, has already shut (see table). 

Daimler-Benz has been spared the 
embarrassment of making a decision to 
abandon the Family CarChina, on which it 
spent tens of millions of dollars building a 
prototype. The Chinese government de- 
cided last year not to go with a foreign part- 
ner on the project, handing it instead to a 
domestic military concern, Norinco. 

The billion-dollar minivan joint ven- 
ture, for which Daimler-Benz fought tooth 
and nail with its rivals, Ford and Chrysler, 
remains on the table. But only just. When 
Mr Schrempp went to Beijing in December 
for a board meeting and an audience with 
Li Peng, then the Chinese prime minister, 
the Germans feared the venture would be 
discussed. To their relief, Mr Schrempp left 
the country without the subject being 
raised. 

The remaining extrication is from the 
100-seat aircraft project. After his experi- 
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ences with Fokker, which cost Daimler- 
Benz DM2. billion, this is perhaps the 
most unpalatable project for the born- 
again Daimler chairman. Mr Schrempp's 
lieutenants believe the Asia Express, in 
which the European consortium is to hold 
39%, would be even less competitive than 
the now-defunct Fokker 100. 

The European partners in the aircraft 
project, led by Italy's Alenia, secured a for- 
mal letter of intent last July. Daimler-Benz's 
enthusiasm for the venture can be judged 
from the fact that, nine months after the Eu- 
ropean consortium appointed an Italian 
president, the Daimler-Benz chief repre- 
sentative for China has still not met him. 
And this despite the fact that, when both 
men are in China, they work in the same 
building. 

Daimler-Benz may be hoping that the 
project will fall apart of its own accord. The 
Chinese themselves are having second 
thoughts and in February a third partner, 
Singapore Technologies, threatened to pull 
out. An executive from Aerospatiale, the 
French partner firm, lambasted the Singa- 
poreans for not understanding the aircraft 
business and for behaving "like MBA stu- 
dents". Daimler-Benz kept mum. 

The German firm's behaviour is not 
normal for a foreign investor in China. 
General Motors, for example, is spending 
more than $1 billion this year and next to 
enable it to build three-litre Buick sedans 
and components in Shanghai; Royal 
Dutch/Shell recently gained approval to 
build a $4.5 billion petrochemical plant in 
southern Guangdong province, the biggest 
foreign investment in China to date; and 
the same day, Germany's BASF was given 
the go-ahead to build a $3.4 billion petro- 
chemical plant in Nanjing. 

Daimler-Benz claims to have invested 
DMs500m in China, small by comparison 
anda long way from the hopes of Mr Reuter 
who envisaged millions of 
Chinese travelling around in 
Mercedes-Benz cars and Dasa 
aircraft He spent his last 
months at Daimler-Benz nur- 
turing an internal research 
project called Megatrends. The 
result, the work of more than 
20 employees, was a 100-page 
report, more graphics than 
text, extolling the wonders of 
the world's emerging markets, 
among which none shone 
more brightly than China. In- 
evitably, Megatrends was an 
early victim of Mr Schrempp's 
cutbacks. 

For multinational compa- 
nies, China pits the strategists 
against the pragmatists. Daim- 
ler-Benz has made it clear 
which camp it is in. 


a —á—G—M —MProsilm— sitae 


THE ECONOMIST APRIL 18TH 1998 


FACE VALUE 


Stand and deliver 


Do upstart newcomers hold the key to the future of American telecoms and television? 
David McCourt thinks so 


HE New York office of Residential Com- 
munications Network (RCN) tries hard to 
look more like a guerrilla hideout than the 
headquarters of a telecoms firm. “No em- 
pire lasts forever,” proclaims a poster of Le- 
nin, “especially one that keeps you waiting 
five hours for a repairman.” In the back- 
ground, salesmen fight a street-to-street bat- 
tle to lure customers from the rival services 
of Bell Atlantic and Time Warner. For RCN, 
unlike most other young rivals of the estab- 
lished telephone companies, is gunning 
mainly for homes, not businesses. 

For David McCourt, RCN’s 41-year-old 
Irish-American chairman, the battle lines 
were drawn when the government deregu- 
lated the telecoms and cable-rv markets in 
1996. Since then, he has done what the cable- 
TV firms and Baby Bells have conspicuously 
avoided: declared war. Now, RCN's aggres- 
Sive posters are common sights in Boston and Manhattan: 
Washington, Dc, is next. And it is war on all fronts: while his 
opponents have stuck largely to their previous skills, Mr 
McCourt offers his customers all three core services of the multi- 
media age—cable Tv, voice telephony and Internet access. 

Mr McCourt knows that one of the enemy’s weakest spots is 
marketing. The posters were his own idea: “We had to make an 
impact.” He slipped into telecoms by accident. As a teenager in 
Boston he wanted to be a policeman; as a college student in 
Washington, DC, he wanted to be a social worker. Back in Bos- 
ton, he drifted into work with his father, a construction contrac- 
tor, before striking out on his own. 

One of his early jobs was laying television cable for 
Cablevision. Later, Mr McCourt began laying his own telephone 
cables, building small local networks for commercial customers 
that allowed them to bypass Bell Atlantic's Boston predecessor. 
Eventually he sold the firm to Peter Kiewit, a huge construction 
company which merged Mr McCourt's firm into what became 
WorldCom, the company that is now buying MCI for $37 billion. 

The result of that deal was to give Mr McCourt impeccable 
credentials as a telecoms revolutionary: a seat on the board of 
the company that eventually became WorldCom and $30m- 
worth of its shares. He also spent two 
years in Britain, working with Mr Kiewit 
and watching American cable-rv firms 
discover that telephony would be their 
main product. So far, America's multi- 
media market has tended to lag behind 
Britain's, at least in the residential mar- 
ket. RCN plans to change that. 

In doing so, it has some big advan- 
tages over its heftier rivals. With its mod- 
est overheads, RCN's prices are typically 
about 5-109; lower—a discount that can 
rise to 3096 if customers choose all three 
services. RCN also benefits from regula- 
tion designed to boost competition in 
both telecoms and television. For in- 
stance, as a "competitive local exchange 
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carrier", RCN has the right both to put its 
wires on Bell Atlantic's poles and to lease 
lines from its rival. Regulation also ensures 
that it can usually buy the same television 
programming at roughly the same rates as 
Time Warner and Cablevision. And RCN, 
unlike its big competitors, is free to "cherry- 
pick". Mr McCourt chose to work in the 
Washington-Boston corridor because it 
packs 25% of the nation’s telecoms market 
into 4% of its geography. Of the area’s 25m 
households, he is chasing just 9m, mainly 
the lower-middle classes, who tend to watch 
more television and care more about its cost. 
Harlem, reports Mr McCourt, is a better 
market for RCN than the Upper East Side. 

To reduce its dependence on its rivals’ 
networks, RCN has been buying up smaller 
local cable companies and Internet service- 
providers. But Mr McCourt’s main fascina- 
tion is with fibre-optic cable. Indeed, he tends to see each new 
apartment block that RCN's salesmen conquer mainly as an 
opportunity to borrow more money to lay more of the stuff. He 
has also signed fibre-building alliances with several big local 
electric utilities, including Boston Edison. 

Mr McCourt is scathing about the old giants of telecoms and 
television. Various Baby Bells plan to increase the bandwidth of 
their copper lines: that, he argues, will give them capacity still 
barely one-tenth that of fibre-optic—not enough to cope with the 
rapid growth in interactive and data services that he expects (see 
chart). As for the big cable-rv companies, they would rather buy 
up smaller cable-rv operators at a cost of $2,000 per subscriber 
than take the battle to the telephone companies. By contrast, Guy 
Woodlief at Prudential Securities calculates it costs RCN about 
$1,150 to connect each home to its network—and, unlike conven- 
tional cable-rv firms, Mr McCourt can make money from tele- 
phony and the Internet, as well as from television. 

All this has elements of hubris. RCN has barely 600,000 cus- 
tomers; its opponents have $60 billion in assets. Mr McCourt 
could miscalculate his revenues and borrow too much (RCN has 
already issued $1 billion of junk bonds). Much depends on the 
company's ability to provide good service: it is trying hard (set- 
ting fixed times for visits by its repair- 
men), but it will be vulnerable as long as 
it has to borrow its competitors’ lines. 

Many people suspect that Mr 
McCourt will eventually sell out to one 
of the dinosaurs he so despises. As if this 
were the case, Mr McCourt is already 
toning down his ads just a little. But he is 
adamant that “you need a new mental- 
ity to survive." On that, he is probably 
right. Even two years ago, most telecoms 
firms that had heard of WorldCom dis- 
missed it as a niche player. In five years' 
time, American consumers may well re- 
gard a high-speed multimedia link as a 
necessity. And, yes, nobody should be 
kept waiting five hours for a repairman. 
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FINANCE AND ECONOMICS 


America bubbles over 


The American economy is showing dangerous signs of excess. 
Awave of financial mergers is only the latest evidence 


MERICANS have been toasting their 
economic success of late. In contrast to 
debt-ridden Japan and jobless Europe, 
their economy has been enjoying a happy 
combination of balanced growth and low 
inflation. Most forecasters expect this to 
continue almost indefinitely. But that is 
not the only possibility. Soaring share 
prices, merger mania and rising prices for 
property and works of art all suggest that 
America is developing a bubble economy. 

Just as champagne tastes wonderful un- 
til the bubbles go to your head, so financial 
bubbles tend to create nasty economic 
hangovers. These can take two forms. Either 
they suddenly burst, with painful financial 
and economic consequences. Or rising as- 
set prices feed through into the wider econ- 
omy, pushing up the prices of goods and 
services until, eventually, they are burst by 
the deliberate efforts of the central bank. 
With American consumer prices rising by 
only 1.4% in the year to March, that may 
seem a remote problem. But rapidly rising 
asset prices boost household wealth, en- 
couraging a spending spree. As domestic 
demand becomes overheated, general 
price inflation rises. Either way, the bubble 
could put America’s expansion at risk. 

Evidence of speculative excesses is 
widespread. There are four main symp- 
toms: overvalued share prices, merger ma- 
nia, rising property prices and a rapid 
growth in money supply. 

America’s stockmarket has risen by 
more than 30% over the past year. Share 
prices have continued to climb, exploding 
to new records again this week despite in- 
creasing signs that profits are likely to be 
squeezed over the next 12 months. The 
Standard & Poor's 500-stock index has seen 
acumulative real return of 825% since 1982, 
the start of this bull market, even larger 
than the 730% real gain during the bubble 
of the 1920s. 

Some of the rise in share prices reflects 
improved performance. Inflation has 
fallen, the government's budget deficit is 
moving into surplus and new technologies 
have reshaped huge parts of the economy. 
Corporate earnings have set record after 
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record. But even all this does 
not justify current prices. 


The recent merger craze, in- 


cluding a wave of huge bank 
mergers (see page 68), is a strong 
characteristic of a bubble econ- 
omy. American mergers and 
acquisitions are at record lev- 
els: deals worth $957 billion 
(equivalent to 12% of GDP) were 
announced last year, up from 
$138 billion (2% of Gpr) in 1991 
and well above the previous 
peak of $352 billion (7% of GDP) 
in 1988. This is set to be another 
record year: $441 billion-worth 
of mergers had already been 
announced by April 13th, ac- 
cording to Securities Data 
Corp. If account is taken of the 
inflated value of companies, 
mergers in 1997 were equiva- 
lent to only 7% of stockmarket 
capitalisation compared with 
10% in 1988. But activity this 
year could exceed 1988 even on 
this measure, reckons Steven 
Kaplan of the University of 
Chicago. 

The four previous big 
merger waves this century—in 
the early 1900s, the 1920s, the 
1960s and the 1980s—all coin- 
cided with three things: strong 
economic growth, rapid credit 
expansion, and a stockmarket 
boom. The first three ended in 
the crashes of 1904, 1929 and 
1969; the 1980s boom petered 
out as the economy slipped 
into recession in 1990. 

Merger waves may often be 
caused by new technology or 
deregulation. But they tend to 
be encouraged by soaring 









stockmarkets, according to F.M. 
Scherer of Harvard University, be- 
cause the inflated value of shares 
relative to earnings provides a 
cheap way to finance acquisitions. 
In turn, the surge in mergers adds to 
the stockmarket’s buoyancy. More 
mergers ensue as managers worry 
that acquisitions will become even 
more expensive if they delay. 

That is when booms can turn to 
bust. Many of the mergers late in the 
cycle will be rushed and ill-con- 
ceived; their trumpeted benefits 
will often fail to live up to expecta- 
tions. That, in turn, may dent inves- 
tors’ rosy outlook and contribute to 
a crash. Mr Scherer detects such 
end-of-cycle hubris in the merger 
announced on April 6th between 
Citicorp, America’s second-biggest 
banking company, and Travelers, 
an equally big financial-services 
group: “The law of gravity has not 
been repealed. Thats what they 
thought in the 1920s. They were 
sadly disabused of that notion." 

The third symptom of a bubble 
economy is a frothy property mar- 
ket. In 1997 commercial rents rose 
by around 20% or more in San Fran- 
cisco, Boston and Dallas. In New 
York, bidders recently offered the 
equivalent of $180 per buildable 
square foot, twice the price paid for 
a comparable site six months ago, 
for a pair of development sites near 
Times Square. House prices are ris- 
ing rapidly in many cities, fu- 
elled by lower mortgage rates. 

Franklin Roosevelt famously 
said that the only thing to fear is 
fear itself. In the stockmarket the 
opposite can be true. Perhaps the 
most convincing evidence that a 
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bubble is being inflated in America is the 
widespread complacency about the econ- 
omy and the stockmarket. Bears have now- 
` adays become an endangered species. Ac- 
cording to a Merrill Lynch survey of Wall 
Street strategists, fewer investment advisers 
are currently bearish on shares than at any 
time in the past six years. Even as share 
prices break record after record and corpo- 
rate earnings growth slows, they are recom- 
mending that investors shift still more of 
their money into equities. 


SAN FRANCISCO 


REAKING into California, with its 
16m workers and economy the size 
of Italy's, has long been the Holy Grail of 
ambitious bankers in the rest of America. 
But until lately, the big interstate banking 
networks taking shape elsewhere in 
America had failed to find their way into 
the Golden State. This week's merger be- 
| tween NationsBank, an acquisitive North 
Carolina institution, and BankAmerica, 
California's biggest bank, has changed all 
that. Now the pressure is on other expan- 
sion-minded banks to follow Nations- 
Bank's lead. It will not be easy. 

There are plenty of banks to buy, but 
nonehas the allure of BankAmerica. It has 
over 30% of California's deposit accounts, 
leading market positions in corporate 
lending and investment banking, and a 
return on equity of 17%. It has profitable 
operations in several nearby states. And it 
could probably be much more profitable 
than it is. According to Judah Kraushaar, 
an analyst with Merrill Lynch, it now 
loses money on almost half of its retail 
customers, in part because the average 
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Related to this is the increasingly wide- 
spread belief that the American economy 
has entered a new golden era in which the 
old rules (eg, that what goes up can come 
down) no longer hold. This feature has 
been common in past bubbles. "For the last 
five years we have been in a new industrial 
era in this country. We are making progress 
industrially and economically not even by 
leaps and bounds, but on a perfectly heroic 
scale" So wrote Forbes magazine in June 
1929, four months before America's stock- 


customer buys relatively few products. 
This could be remedied easily. 

The only bank that comes close is 
Wells Fargo. Although it has a big market 
share, Wells Fargo is no longer the star it 
used to be; its inept handling of First In- 
terstate, a Los Angeles bank it acquired in 
a hostile takeover in 1996, alienated cus- 
tomers so badly that its total deposits fell 
by a remarkable 12% during 1997. Results 
out next week will show if the worst is 
over. Wells is widely thought to be seeking 
offers from out of state, and its shares 
soared on news of BankAmerica's merger. 
U.S. Bancorp, based in Minnesota, is 
touted as a likely buyer. 

The Japanese, who own three large re- 
tail banks in California, have been the 
wild cards in the merger dame. Some ob- 
servers thought last month's announce- 
ment that Sumitomo Bank of California 
was being sold to Zions Bank, based in 
Utah, was the start of a trend. It would 
make sense, because troubles at home 
have left the Japanese banks badly in 
need of cash. But the Sumitomo bank was 





market crashed. “As the result of all that has 
been happening in the economy . . . during 
the last decade, we are in a different—if not 
a new—era and traditional thinking, the 
standard approach to the market, is no 
longer in synchronisation with the real 
world," Forbes opined in October 1968, just 
before the onset of a six-year slump that 
knocked share prices down by 60% in real 
terms. 

Last, but by no means least, the most 
damning evidence of a bubble is America's 
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tiny and poorly performing, and was sold 
at a discount to its share price. Both 
UnionBanCal, owned by Bank of Tokyo- 
Mitsubishi, and Sanwa Bank California, 
have stronger market positions and gen- 
erate lots of cash. Neither Japanese parent 
shows signs of wishing to sell. 

The remaining 300 or so Californian 
banks are probably too small for a big out- 
of-state bank to bother with. But acquirers 
have another alternative: three of Califor- 
nia’s five largest financial institutions are 
savings banks (see chart). 

Until now, banks have been reluctant 
to use savings institutions to get into Cali- 
fornia. According toCaren Mayer, an ana- 
lyst at NationsBanc Montgomery Securi- 
ties, that is because the thrifts do only 
limited lending to businesses and tend to 
draw customers who are less profitable 
than a typical bank's. Also, they rely 
heavily on mortgage lending, where low 
margins would probably dilute the earn- 
ings of an acquiring bank. But rapid 
consolidation amongst Californian sav- 
ings banks, and successful efforts to ex- 
pand the services they sell to customers, 
are making them more credible as poten- 
tial partners, she says. 

Several large thrifts have been sniffing 
about for buyout offers. Much the most 
desirable is Washington Mutual, based in 
Seattle, in Washington state, which 
agreed in March to buy H.F. Ahmanson, à 
Californian thrift. This will make it num- 
ber two in deposits, behind only 
BankAmerica. Unfortunately for suitors, 
in sharp contrast to most thrifts, its man- 
agement seems more interested in ex- 
panding than in selling out. Does any 
bank value entry to California enough to 
pay its price? 
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rampant monetary growth. The broad mea- 
sure of the money supply, M3, rose by al- 
most 10% in the year to March, its fastest 
since 1985. Another gauge, M2, is also ex- 
panding rapidly. Many economists 
stopped watching money-supply figures 
some years back when the different mea- 
sures started to give conflicting signals. 
However, the monetary aggregates may be 
useful once more. Just as too much money 
chasing too few goods causes goods-price 
inflation in the real economy, too much 
money chasing too few assets causes asset- 
price inflation. This is why central banks 
are wrong to focus solely on consumer- 
price inflation when setting policy. They 
also need to keep a keen eye on asset prices. 

The fizziness of America’s bubble econ- 
omy suggests, therefore, that the Federal Re- 
serve needs to tighten the monetary screws. 
That, however, may be harder than it seems. 
The Fed's ability to raise interest rates to 
dampen speculative excesses is con- 
strained. It has a legal mandate only to curb 
consumer-price inflation, which has been 
falling, not rising. And pricking a financial 
bubble is a risky business, hard to do with 
delicacy. This is why it would have been 
better if the Fed had raised interest rates 
sooner to prevent a bubble in the first place. 
But one thing is sure: the longer America's 
party is allowed to continue, the worse the 
eventual hangover will be. 





[HE ECONOMIST APRIL 18TH 1998 


FINANCE AND ECONOMICS 


French banking 


Back to life 


PARIS 


A AMERICA’S banks announce merger 
after merger, most of France’s can only 
look on with envy. French banks face a dif- 
ficult future. The onset of Europe's single 
currency next January will expose them to 
far more foreign competition, and will 
make niche businesses such as franc-de- 
nominated bonds simply disappear. A le- 
£al change allowing banks to offer interest 
on cheque-writing accounts will intensify 
competition in consumer banking, where 
profits are already slim thanks to an over- 
supply of banks. All of this points to a need 
for restructuring. But in France, where so- 
cial laws and political pressure make it 
hard to sack workers, restructuring has 
proven extraordinary difficult. Even this 
week, when the government finally 
privatised cic, France's fifth-largest bank, 
the buyer it chose was Crédit Mutuel, a mu- 
tual savings bank which faces little pressure 


to cut costs. 

Is there a way out of the vicious circle of 
low profits and tight competition? André 
Lévy-Lang, chairman of Paribas, reckons so. 
Paribas affirms its lack of interest in look- 
ing for suitors. It has quit the overcrowded 
domestic consumer-banking market. It 
will, Mr Lévy-Lang insists, thrive as a rela- 
tively small but independent player in an 
increasingly global investment-banking in- 
dustry. 

When Mr Lévy-Lang took over in 1990, 
one insider described Paribas as a “bril- 
liant corpse" of a bank. Weak manage- 
ment—Paribas did not even have central 
control of its underwriting of big credits 
abroad—had left it dispirited and finan- 
cially precarious. Clearing up the mess has 
been laborious. Property follies and other 
poor investments, plus problems at 
Banque Paribas, its business-banking sub- 
sidiary, left the group FFr2.55 billion 
($416m) in the red in 1995 and required a 
further FFr2.5 billion provision in 1996. 

Besides imposing internal discipline, 
Mr Lévy-Lang has been tightening Paribas's 
focus. That meant selling off retail-banking 





| 
Profits optional 


TOCK options, it is said, are the stuff 

on which America's boom is built: 
without them, and the prospect of in- 
stant wealth that they bring, all those 23- 
year-olds would not be beavering away 
to turn start-ups into Microsofts. But the 
boom may be built on options in an- 
other way entirely. Options may be mak- 
ing America's corporate profits look far 
| bigger than they really are. 

That the large-scale use of options has 
consequences for investors is old news. 
Several investment analysts have argued 
that issuing options to employees in ef- 
| fect deprives existing shareholders of 
| part of their ownership stakes. A study to 
be released on April 20th by Smithers & 
Co. a London research boutique, raises a 
different concern. Under American ac- 
counting rules, companies can use op- 
tions to reward employees without re- 
cording them as wage costs—even while 
tax benefits for issuing options are being 
counted in net profit. This, Smithers con- 
tends, caused profits for 100 ofthe largest 
American firms to be overstated by 42% 
in 1995 and 57% in 1996. 

As a group, those 100 companies re- 
ported $182 billion in net profit in 1996. 
| Smithers estimates that those compa- 
nies’ true profit, if options were to be 
treated as a current expense, was only 
$116 billion—and that such corporate 
icons as Bristol-Myers Squibb, Hewlett- 
Packard, Intel and Microsoft would have 








their income statements reflected the 
cost of options. 

Those firms, obviously, may not 
agree with this analysis. But if true, it 
would have broad implications. Profits, 
an important economic indicator, 
would be about 36% lower than govern- 
ment statistics report. And the annual 
growth in employees' income might be 
2-3% higher than officially reported in re- 
cent years thanks to increases in the 
value of unexercised options. That could 
mean that there are some hidden, but 
nonetheless problematic, inflationary 
pressures in the labour market. 
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booked losses rather than profits had 
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| The perils of percentages 


| AN AMUSING anecdote sent c. T HE 


in by a reader provides 
the third theme in our occa- ee 
sional series on statistical gg 
abuse. In the late 1970s, the ui 
Mexico city government in- 
creased the capacity of the 
Viaducto, a four-lane motorway, 
by re-painting lines to make it six 
lanes wide—in effect, a 5096 increase in 
capacity. Unfortunately, this also re- 
sulted in an increase in fatal accidents. 
After a year the Viaducto was changed 
back to a four-lane road—a 33% capacity 
reduction. The government, casting 
around for facts to support its claims of 
social progress, subtracted that 33% re- 
duction from the 50% increase to claim a 
net increase in capacity of 17%. 
This example demonstrates the po- 
. tential for confusion when dealing with 
| percentage changes. Because the base 
shifts, percentage increases and de- 
creases are not symmetri- 
cal. In the Mexican case, 
the 33% decrease com- 
pletely cancelled out the 
initial 50% increase. Or 
consider the fate of for- 
eigners who invested in 
Thailand. Thai share 
prices fell by 70% in dollar 
terms between last July 
and mid-January. Since 
then they have risen by 
70%. Those investors who 
think they have made up 
their losses had best think 
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again. To cancel out that 70% 
7 drop, shares will have to rise 
2 233% from their lowest point 
E (see chart). 
A related blunder is often 
| M made concerning exchange 
PAD rates. In 1995 $1 bought 80 Jap- 
anese yen. Today, it buys around 
¥130. So how much has the yen 
fallen? The obvious answer, 63% — |(80 - 
130) + 80] x 100—is not the correct one. 
Rather, the dollar has risen by 63% 
against the yen. To calculate how much 
the yen has fallen against the dollar we 
first need to express its exchange rate as 
the number of dollars per yen. This was 
$0.0125 in 1995 and is now $0.0077. 
Putting this into percentage terms— 
(0.0125 - 0.0077) + 0.0125] x 100—reveals | 
that the yen has fallen by only 38%. 

To see how ridiculous the first 
method of calculation is, just suppose 
that the yen-dollar rate now moved to 
$1-Y200. That would im- | 
ply that the yen had fallen 
by 150% against the dollar 
since 1995. But something 
cannot fall by more than 
100% of its value: this 
would mean, in effect, 
that somebody would 
have to pay a bank dollars 
to persuade it to take the 
completely worthless yen | 
off his hands. Japan's eco- 
nomic prospects may be 
grim, but they are not 
quite that bad. 








subsidiaries across Europe last year, includ- 
ing Crédit du Nord in France. Paribas has 
also shed some of its industrial holdings. At 
the same time, the bank is buying out mi- 
nority shareholders in Compagnie 
Bancaire and Cetelem, a consumer-finance 
unit. When this process is complete, the 
holding company and its two main units 
will be merged into a single company, 
bringing large tax advantages. 

These moves have left Paribas one ofthe 
most international of French banks, with 
75% of turnover outside France. But by 
shedding much of what tied the bank to the 
French market, Mr Lévy-Lang is hardly 
picking an easy path. The investment bank- 
ing world is obsessed with size. The four 
biggest American banks do more than 4096 
of the world's underwriting and mergers- 
and-acquisitions business. Paribas, with 
1997 investment-banking revenues of 
FFr16.1 billion, is tiny in comparison. 

Mr Lévy-Lang insists that a "belief in 
the value of gigantism" may prove costly to 
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some banks. In its place he offers niche ex- 
pertise in international investment bank- 
ing, asset management and specialised fi- 
nancial services. The last of these, offered 
through Compagnie Bancaire, have be- 
come a particular strength. Compagnie 
Bancaire has introduced such innovations 
as the first European “fund of funds" bun- 
dling together mutual funds offered by 
other banks, and Banque Directe, a 
"branchless bank" whose revenues, though 
still tiny, grew 56% in 1997. 

Yet even in its niches, Paribas has some 
gaps. It does almost no business in America 
and Asia. And at home Paribas can no 
longer compete strongly across the board. 
Goldman Sachs and Morgan Stanley, two 
of the largest American banks, and Lazard 
Fréres, a French bank, have been the top 
merger advisers in France for the past three 
years. Paribas leads only in some very nar- 
row areas, such as underwriting of bonds 
denominated in ecus and public share of- 
ferings by French companies. 
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The test of Mr Lévy-Lang’s philosophy 
of petite beauty will be whether specialised 
expertise provides sufficient pickings to 
keep Paribas independent. The signs so far 
are not encouraging. The bank’s return on 
equity, 13% in 1997, is impressive only 
when measured against its own recent past. 
Mr Lévy-Lang has set a 15% return-on-equity 
target for 2000. The April 13th announce- 
ment that Merrill Lynch, the world’s biggest 
investment bank, earned a 24.8% return on 
equity in the first quarter indicates just 
how far Paribas has to go. 





NAFTA 
The sting in 
trade’s tail 


WASHINGTON 


ETTING international trade agree- 

ments on to the statute books is never 
easy. The drafters of the North American 
Free Trade Agreement, the 1993 treaty that 
lowered trade barriers among the United 
States, Canada and Mexico, are finding 
that getting them to behave as intended can 
be just as tricky. 

One of NAFTA's aims was to protect 
companies based in one of the three coun- 
tries that invest in the others. But those pro- 
tections may be having undesired effects. 
The reason is that the treaty's 11th chapter 
gives foreign investors the right to demand 
international arbitration, claiming expro- 
priation of their assets, if they think that 
any government action unfairly harms 
their investment or crimps their ability to 
trade. This may, some lawyers now worry, 
cause environmental or health regulations 
that bind domestic companies to be 
deemed illegal when applied to firms 
based in another NAFTA country. 

Their fears stem from a complaint filed 
by Ethyl, a firm which makes fuel additives. 
Last year the Canadian government de- 
cided to ban one of its fluids on environ- 





Dangerous goods welcome 
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38% of Latin Americas 
consumers are in Brazil. 


95% of Brazil's largest retailers 
are clients of Unibanco. 


UNIBANCO 


Our clients include every Brazilian company with sales over $100 million. Most of the others, too. So invest some precious time with us. 
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Physical harassment. Deportation. Imprisonment without trial. 


In some countries, these are the rewards that await those who 


attempt to tell the truth. 


Many governments consider that honesty is not the best policy. 


Indeed, some will go to any lengths to conceal their record. 


The national press is censored. Foreign media are banned. The 


reasonable question becomes a treasonable offence. 


Such secrecy makes life difficult for us, but not impossible. 


At the Economist Intelligence Unit, we monitor the political, 


economic and trading conditions of more than 180 countries. 


We have built up a unique worldwide network of more than 50C 





intelligence gatherers, some of whom have risked their livelihoods. 
even their lives, to assist us. 

Their findings are rigorously checked by own regional experts, 
then edited into a range of EIU publications. 

For details, call Amy Ha in our Hong Kong office on (852) 2802 7288 
or Lela Abdullah in our Singapore office on (65) 536 2240. 

Alternatively, you can visit our website at http://www.eiu.com 

Whether you are a minister or manager, we can provide you 
with insights and analysis you are unlikely to discover elsewhere. 


Unless, of course, you are prepared to jump “Thereonomm 
. . = eN Intelligence Unit 
on an airplane and take a few risks yourself. Sernec ni 


Not if you’re 
working 
with SG. 


SG is the new name for Société Générale 
Groups international businesses: 

* Commercial and investment banking 

« Asset management 

* Private banking 


The SG mark is more than just a symbol: 

it stands for a commitment to apply our 
expertise to achieve our clients' objectives, 
not just today but for the long term. 


GENERALI 





GROUP 





Our recent acquisitions; Hambros Banking 
Group, Cowen & Co, Barr Devlin, and 
Yamaichi Asset Management strengthen 
still further our presence worldwide 


The Société Générale Group is the eighth 
largest European bank and sixteenth 
worldwide in terms of assets, and is in 80 
countries with 55,000 people worldwide. 
it is also a leading retail bank in France. 
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mental grounds. Ethyl alleges that under 
NAFTA the ban amounts to expropriation— 
even though the product is also banned in 
Ethyl’s home country, the United States. 
The company will not comment, other 
than to confirm that a NAFTA panel of ex- 
perts has started studying the case. If the 
panel sides with Ethyl, Canada must re- 
scind the ban or compensate the company. 

If Ethyl wins, other complaints may 
soon follow. Tobacco firms from the 
United States, for example, assert that the 
Canadian government's requirement that 
health warnings on cigarette packets 
should be bigger than the brand name 
amounts to expropriation of their intangi- 
ble assets. Some firms are also thought to be 
considering a challenge to Quebec's regula- 
tions on land use. 

This is an unexpected twist: NAFTA's 
wide-ranging protection for investors was 
aimed mainly at Mexico, whose legal sys- 
tem Canadian and American negotiators 
did not trust. Apparently no one imagined 
that the text might be wielded by crafty 
American firms in Canada. But the issue 
has put those who are suspicious of big 
busines in a lather. Environmental 
groups, already angry that the environmen- 


"mme oi a ww 
+ 


FINANCE AND ECONOMICS 


tal provisions in NAFTA have proved tooth- 
less, complain that the treaty is a sell-out to 
multinational companies. Nationalists are 
joining the chorus too. If almost anything 
can be claimed as expropriation, they ask, 
what will become of national sovereignty? 

If Ethyl’s case is thrown out, such noise 
might gradually die away. But if Ethyl wins 


and other firms queue up behind it, NAFTA 
would come under renewed political at- 
tack. One trade official even suggests that 
the pressure could force a rewrite of parts of 
the treaty. They must be hoping it will not 
come to that: Congress nearly refused to 
ratify NAFTA in 1994, and is unlikely to as- 
sent to changes without a fight. 





Lending in Asia 
Rush for the exit 


HONG KONG 


To raise badly-needed capital, Japanese banks are selling off some of their 


most valuable assets 


Tq blithe expansion of Japanese banks 
throughout Asia in the past few years 
could not have come more unstuck. Most 
obviously, there is the price of lending en- 
thusiastically in those countries—Thai- 
land, Indonesia, South Korea—laid lowest 
by financial crisis. But now comes a new di- 
mension to the problems of Japan's se- 
verely battered banking system. Near-insol- 
vency is forcing Japanese banks to sell off 


even healthy assets abroad in order to 
whisk badly needed capital back home. 
This suggests the makings of a panicky 
exit out of those Asian markets, notably 
mainland China and Hong Kong, that Jap- 
anese banks have hitherto dominated. Jap- 
anese banks account for one-quarter of the 
46 foreign branches in China and nearly 
half of the new licences in Pudong, Shang- 
hai's future financial district. They are re- 





Our quarterly portfolio poll 


O THE stock guys ever talk to the 

bond guys? The latest results of The 
Economists quarterly poll of money 
managers certainly make one wonder. 
On the equity side, asset allocators are 
bullish on America: five ofthe eight firms 
in our survey are telling their customers 
to bulk up on American shares. On the 
bond side, though, four of the eight advise 
lightening up on American bonds. A 
strange juxtaposition, because the case 
against American bonds must rest either 
on expectations of a weaker dollar or of 
higher American interest rates—neither 
of which would be helpful to American 
share prices. 


2nd quarter 1998 
4A change of 5 or more %-points on last quarter 


While buying stocks on 
Wall Street, our money- 
managers overwhelmingly 
urge, investors should be 
dumping shares in Japan. 
With big corporate bank- 
ruptcies in prospect and 
this year's economic fore- 
cast bleak, Japan's stock- 
market now accounts for 
only 11% of the world's total market cap- 
italisation, as measured by the Morgan 
Stanley Capital International index. All 
but three of the firms on our list advise 
investing less in Japan than that 
weighting would indicate, and even one 


Equity holdings by area, % 


Other Japan Other 
Asia 


d Other 
SA change of less than 5 %-points on last quarter States Americas Britain Germany France Europe 





of the exceptions, Nikko 
Securities, has cut its allo- 
cation to Japanese shares 
by ten percentage points 
since October. 

Why the enthusiasm 
for American shares? It 
may be because the asset | 
allocators see few other 
good options. Overwhelm- 
ingly, they feel thatitisnot | 
yet time to snap up the eq- | 
uity bargains in Asian | 
countries outside Japan, or in Latin | 
America. Although most regard Germany | 

| 





as a buy, opinions on British and other 
European shares are split. Hence the 
hopeful assertion that America's lofty 
stockmarkets will continue to rise. 


Bond holdings by currency, % 
Dollar Yen Sterling D-mark Ffr Others 
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sponsible for over half of all loans booked 
in Hong Kong, whose low-tax regime has 
helped turn the territory into a giant off- 
shore banking centre for Japan. A hasty 
withdrawal by the Japanese may be good 
news for competitors who have lately been 
picking up new business on the cheap. But 
it is bad news for policymakers in China 
and Hong Kong who worry that if the Japa- 
nese tap is turned off, their economies will 
be left croaking with thirst. Indeed, fear of a 
Chinese slump may be the ultimate ex- 
planation: a rare example of cautious 
thinking among Japanese banks. 

In what one western banker in Shang- 
hai describes as a “firestorm” of sales, Japa- 
nese commercial banks have been touting 
whole portfolios of Chinese corporate 
loans. In Hong Kong, non-Japanese banks 
report being offered lists of loans for sale 
that run to 15 pages. Though figures are 
hard to pin down, Japanese banks in Hong 
Kong and mainland China have put up for 
sale several billions of dollars of their 
shares of syndicated loans this year, exceed- 
ing the total fresh money raised in the syn- 
dicated-loan market. Sales of loans which 
Japanese banks originated and still hold 
come on top of that. 

Some of the syndicated loans are to 
Hong Kong property firms whose levels of 
debt have raised concern among bankers 
and investors. Most, however, are to blue- 
chip companies. In China, bankers say that 
most of the loans for sale are not to dodgy 
companies but rather to prime (by Chinese 
standards at least) state-backed entities, 
such as CITIC, an investment-holding com- 
pany with ministerial status. These may be 
among the Japanese banks' most respect- 
able assets, which makes them the easiest to 
liquidate at a pinch. 

Why the rush? Some Japanese bankers 
say that they faced a deadline of March 31st, 
the end of the banks' fiscal year, at which 
time they needed to comply with interna- 
tional standards for capital adequacy. The 
sales helped in two ways, giving the banks 
cash which can be added to their capital 
and reducing the amount of assets, simulta- 
neously reducing the amount of capital 


Thirsty borrowers 
cu" from Japanese banks to: 
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they must maintain. Donald Last of MCM, à 
financial-information service, reports that 
some non-Japanese banks bought Japanese 
banks’ loans, for a fee, on the understand- 
ing that these would be repurchased once 
the deadline was past. 

Bankers at the optimistic end of the Jap- 
anese spectrum say that now the March 31st 
deadline is past, lending will soon resume. 
Bank of Tokyo-Mitsubishi, the biggest Japa- 
nese lender in Asia, with $28 billion in 
loans, says that its balance sheet is not suffi- 
ciently distressed to warrant a hurried sale 
of assets. And even some of those whose 
banks sold in distress think that the good 
old days can return. "At some point in the 
near future,” says the head of one Japanese 
bank, "China will be one of the first places 
where we will be more aggressive again." 


Or maybe not 


For most this will be wishful thinking. For a 
start, even if most Japanese banks have 
enough capital to satisfy regulators now, 
their condition is still dire. Large domestic 
losses have yet to be booked, and much 
more capital will have to be found to ab- 
sorb them. That will hamper aggression 
abroad. Further, Japanese banks will no 
longer be able to raise money so cheaply as 
they once did. The bulk of overseas lending 
is in dollars, raised in wholesale markets 
like Hong Kong's. Japanese banks are being 
punished for their weak condition by hav- 
ing to pay higher rates for dollar funding. 
This will discourage them from bidding for 
loans on cut-throat terms. 

Lastly, Japanese banks' losses from 
Asia's financial crisis are still mounting, 
even if they are not being adequately ac- 
knowledged. The oec recently estimated 
that Japanese banks have a $270 billion- 
plus exposure to Asia's five crisis-hit econo- 
mies (adding Malaysia and the Philip- 
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pines) equivalent to 110% of their 
combined capital. ING Baring Securities in 
Tokyo recently doubled its estimate of Ja- 
pan's non-performing loans to Asia outside 
Japan, to 6 trillion yen ($46 billion). 

So Japan's high tide of lending is almost 
certainly past. Good riddance, say some 
western bankers in Hong Kong and China. 
With less Japanese competition, arrange- 
ment fees for new loans are now rising to 
more profitable levels. And western banks 
are jumping at the chance to buy second- 
hand corporate loans on the cheap, along 
with the corporate relationships that might 
come with them. Bankers in Shanghai re- 
port picking up loans that earn 50 basis 
points (hundredths of a percentage point) 
more a year than they would have earned a 
few weeks ago. “I could have made my an- 
nual budget in a week, and taken the rest of 
the year off,” says one. 

The easing of regulations at home may 
also encourage Japanese banks to repatri- 
ate activities, such as selling derivatives, 
that were put in Hong Kong in the first 
place only because Japan's finance minis- 
try was loth to allow them in Tokyo. If the 
Japanese banks' withdrawal turns to rout, 
they would leave a hole that other banks 
might not be able to fill entirely. In Hong 
Kong, the Japanese are big lenders to the gi- 
ant—and highly geared—property develop- 
ers upon which the health ofthe local econ- 
omy hangs. And the men in suits employed 
at the 41 Japanese banks contribute greatly 
to Hong Kong's financial-service economy. 
Local reports that three-quarters of Japan's 
banks plan to close are certainly exagger- 
ated. Still, one straw in the wind: a primary 
school that caters for the children of Japa- 
nese expatriates said recently that it ex- 
pected 200 children not to turn up for the 
new school term. 
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Statisticians are trying to adjust measures of national wealth for pollution 
and depleted resources. This turns out to be all but impossible 


NVIRONMENTALISTS have long felt 

cross with the way governments mea- 
sure national incomes and wealth. These 
figures for GpP, they point out, fail to 
value a country’s environmental assets, 
such as fine public parks. They treat the 
use of natural capital differently from 
that of man-made capital: a country that 
depletes its stock of production equip- 
ment grows poorer, while one that chops 
down its forests appears to grow richer. 
And they treat the costs of cleaning up 
environmental damage as an addition to 
national income without subtracting the 
environmental loss caused by the dam- 
age in the first place. 

The answer might seem obvious: ad- 
just national accounts to take ac- 
count of changes in the environ- 
ment. Statisticians have laboured 
for more than a decade to find 
ways to do this. In 1993 the 
United Nations, whose System of 
National Accounts provides a 
standardised basis for countries 
to record changes in their in- 
come, expenditure and wealth, 
published guidelines for “satel- 
lite"—or separate—accounts that 
try to integrate environmental 
and economic measures. Many 
environmentalists want to go fur- 
ther and estimate a single mea- 
sure of the effect of environmen- 
tal damage on economic growth. 
This goal of constructing a "green 
GDP" is an imaginative one. But increas- 
ingly, statisticians are concluding that it 
is unattainable. 


Black arts 


The difficulties of creating environmen- 
tal statistics that are comparable to na- 
tional income and wealth statistics are se- 
rious. GDP is measured in money, but 
putting monetary values on environmen- 
tal assets is a black art. Some assets, such 
as timber, may have a market value, but 
that value does not encompass the trees' 
role in harbouring rare beetles, say, or 
their sheer beauty. Methods for valuing 
such benefits are controversial. To get 
round these problems, the UN guidelines 
suggest measuring the cost of repairing 
environmental damage. But some kinds 
of damage, such as extinction, are beyond 
costing, and others are hard to estimate. 
For economists, the average value of a 
good or service is usually less important 
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How much was it worth 


ECONOMICS FOCUS 


than the marginal value—the cost or ben- 
efit of one more unit. Marginal value, 
however, is a tricky concept to bring into 
environmental analysis. It may be clear 
that the cost of wiping out an entire spe- 
cies of beetle would be high, but what 
value should be attached to the extermi- 
nation of a few hundred bugs? 

Putting environmental concepts into 
economic terms raises other difficulties 
as well. Geography weighs differently: a 
tonne of sulphur dioxide emitted in a big 
city may cause more harm than the same 
tonne emitted in a rural area, while a dol- 
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lar's-worth of output counts the same 
wherever it is produced. And the exploita- 
tion of natural resources may not always 
have a cost. Is a country depleting re- 
sources if it mines a tonne of coal? All 
other things equal, the mining of that 
tonne might raise the value of the coal 
that remains in the ground, leaving the 
value of coal assets unchanged. 

In addition to these conceptual prob- 
lems, Steven Keuning, head of the Dutch 
national accounts department, points 
out that the entire attempt to attach cash 
values to environmental goods and bads 
is a bit nonsensical. The reason is that, 
had the environment been priced in the 
way that statisticians might value it, peo- 
ple would have behaved differently. The 
valuation exercise, he says, postulates a 
situation that could never have existed. 

Faced with such objections, govern- 
ment statisticians in Europe and Canada 
have concentrated on a different ap- 
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proach, advocated by Mr Keuning and by 
Eurostat, the statistical arm of the Euro- 
pean Union. The idea is to relate eco- 
nomic activity, measured in cash terms, 
to environmental magnitudes measured 
in physical units. So the accounts try to 
show, for instance, how many tonnes of 
carbon dioxide are emitted by which sec- 
tors of an economy, and how those 
amounts are changing. This describes the 
relationship between the economy and 
the environment, but it does not adjust 
economic figures to take account of the 
degradation of environmental assets. It 
therefore does not meet the clamour of 
environmentalists for a measure that will 
change the way governments look at eco- 
nomic growth. 

The debate on the merits of the two 
approaches is likely to come to a head in 
late May, with a meeting ofthe so- 
called London Group of rich- 
world government statisticians 
with an interest in the environ- 
ment. The lobby for crafting sepa- 
rate environmental measures 
that avoid monetary valuations 
has been bolstered by Eurostat's 
copious research money, and by 
Mr Keuning's impressive presen- 
tational skills. The lobby for 
green GDP and valuation has its 
headquarters in the World Bank, 
and draws its main support from 
developing countries and from 
environmentalists. 

Some statisticians, such as 
Anne Harrison of the OECD, 
would like a compromise which 
at least tries to attach monetary values to 
the depletion of natural resources, while 
admitting that degradation may be al- 
most impossible to capture. Statisticians, 
say this school, should continue to try to 
value whatever they reasonably can; but 
they may have to accept that degradation 
(such as the loss of clean air or nice views) 
cannot be included in national accounts. 

After all the bargaining is done, greens 
may be disappointed with the result. The 
cost of environmental damage in wealthy 
countries may not be very large: Britain’s 
annual output of around 160m tonnes of 
carbon is valued at somewhere between 
£10 ($16) and £30 a tonne, and £1.6 bil- 
lion-4.8 billion is modest compared with 
overall economic activity. And many 
types of environmental damage have di- 
minished as wealth has grown. Those 
who think green Gp» might grow slower 
than the dirty old kind politicians wor- 
ship may be in for a surprise. 
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Seize the Chicago 


advantage 


Advance your career while you work by earning a world-renowned 
M.B.A. degree 

in 11 one- and two-week modules spread over 18 months 

(ten in Barcelona, one in Chicago) 

taught by the distinguished Chicago business school faculty, a group 
that includes several Nobel Prize winners 

with an elite group of international managers. (More than 30 


countries are represented in our most recent class.) 


Places are limited. So get one step ahead—request an application 


now. The next class starts in July. 
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SCIENCE AND TECHNOLOGY 


Get off my frequency 


No can argue with the utility and convenience that wireless communica- 


tion o 


N 1931, the telecommunications indus- 

try inadvertently gave birth to the new 
science of radio astronomy. Karl Jansky, an 
engineer at Bell Telephone Laboratories in 
New Jersey, was using an array of antennas 
to study sources of the static that afflicts 
shortwave radio broadcasts. While doing 
so he discovered à faint, persistent hiss that 
rises and sets with the stars. 

This hiss emanates from the centre of 
the galaxy. It is the accumulated radio emis- 
sions of the swathes of excited interstellar 
gas that lurk between the galactic centre 
and the earth. By listening to it—and to 
hundreds of thousands of other sources, 
many much further away—Jansky’s succes- 
sors have learned a lot about the nature of 
the universe. 

Today, however, the telecoms industry 
seems poised to devour the science it gave 
birth to. This is because radio noise from 
human pursuits—especially the boom in 
wireless telephony—threatens to drown the 
whispers from the heavens. 


On the wrong wavelength 


Having travelled so far, those whispers are 
astonishingly weak. Apart from the sun, the 
strongest single radio source in the sky is 
Cassiopeia-A, the remnant of a distant stel- 
lar explosion. But a lone cellular telephone 
broadcasting 100 km (60 miles) away from 
a radio telescope would appear several 
hundred times brighter than Cassiopeia-A 
does—and most astronomical sources are 
thousands of times fainter than that. 

What makes radio astronomy possible 
at all, given this competition, is that a cellu- 
lar phone (or other artificial radio source) 
can only interfere with a telescope that is 
pointed more or less straight at it. Such arti- 
ficial sources are normally located near the 
ground, where they are no problem. But 
wireless telephony is now taking to the 
skies, in the form of networks of satellites 
that will broadcast to every point on the 
earth's surface, including those occupied 
by radio telescopes. Worse still, from the ra- 
dio astronomers’ point of view, is that some 
of these satellites are muscling in on the fre- 
quencies that they most want to listen to. 
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Frequency is measured in hertz. These 
are the number of oscillations the radio 
wave in question makes per second. The at- 
mosphere is transparent to waves of be- 
tween about 30m hertz (megahertz, MHz) 
and 300 billion hertz (gigahertz, GHz). Cer- 
tain parts of that spectrum, however, can 
also be measured in dollars. America’s Fed- 
eral Communications Commission (FCC) 
regularly auctions off bits of the spectrum 
for such things as personal communica- 
tions systems. The price of such an asset can 
reach $100m per megahertz. 

The rCC's right to carry out these auc- 
tions devolves from the International Tele- 
communication Union (rTu), an agency of 
the United Nations which convenes every 
few years to dice up the spectrum for all 
manner of purposes and hand it out to na- 
tional governments to meet their require- 
ments. However, since the first of these con- 
ventions in 1959, about 2% of the spectrum 
at the rrU's disposal has been set aside spe- 
cifically for radio astronomy—the radio 
equivalent of national parks. 

Unfortunately, these parks are not al- 
ways in the right places. For example, the 
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frequency to be used by Iridium—the most 
advanced of the satellite-telephony sys- 
tems, with 63 of its 72 birds already in or- 
bit—will be 1,624 MHz. This is dangerously 
close to the 1,612 MHz signal emitted by hy- 
droxyl molecules. 

Hydroxyl—a combination of a hydro- 
gen atom and an oxygen atom—is impor- 
tant astronomically because it is abundant 
in the molecular clouds in which stars are 
born. Studying its distribution in these 
clouds allows astronomers to understand 
their structure. The hydroxyl band, how- 
ever, was not protected by the rru until 
1992, which was too late to change Iridi- 
um's plans. As a result, leakage from Iridi- 
um's amplifiers into this band is expected 
to be severe, especially during hours of 
heavy phone traffic. 

In this case, a compromise has been 
achieved. In March, Motorola (the head of 
the Iridium consortium) drafted a “memo- 
randum ofunderstanding" with the astron- 
omers who operate the world's most sensi- 
tive radio telescope—the giant 305-metre 
(1,000-foot) dish at Arecibo, Puerto Rico. In 
this memorandum, the company prom- 
ised to keep the racket down from 10pm to 
6am, by restricting phone traffic during 
those hours. 

The tangle with Iridium is not likely to 
be the last conflict between astronomers 
and telephoners. At least a dozen other big 
ventures, each with tens or hundreds of sat- 
ellites, are on the drawing board, preparing 
to light up the radio night. Faced with this 
deluge of interference, the astronomers' re- 
sponse has not just been to try to negotiate 
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SCIENCE AND TECHNOLOGY 


it away, but also to find technical means of 
silencing it. One possibility, if the origin of 
the nuisance is known precisely, is to aim a 
subsidiary telescope directly at it while the 
main one gazes towards the signal of scien- 
tific interest. With the nature of the noise 
explicit, a computer can “subtract” it from 
what the main telescope is hearing, leaving 
the natural signal more or less intact. 


Darken our lightness 


This approach is being tested by America’s 
National Science Foundation at its new 
Green Bank telescope, in West Virginia. It 
seems to do the job. At present, however, it 
requires one subsidiary telescope for each 
source of noise and is therefore of limited 
value if an instrument is besieged by a ca- 
cophony from all sides. 

A second method, which is being em- 
ployed at Arecibo, is to prevent the collec- 
tion of noisy data in the first place. In the 
Caribbean, satellites are not the only un- 
welcome sources in the skies. The cat-and- 
mouse game in which the American au- 
thorities attempt to prevent drug smugglers 
from bringing their wares to market in- 
volves a lot of radar. 

Such radars emit a rapid fire of pulses, 


thousands per second, rather than a con- 
tinuous stream of radiation. To combat 
these, Arecibo’s engineers have designed an 
electronic “shutter” that is timed to open 
between a radar's individual pulses. This 
way of sneaking the signal into the tele- 
scope between the pulses of noise has also 
been suggested for satellite systems like 
Iridium, which beam data up and down in 
nuggets rather than streams. 

Yet another strategy is to modify the 
telescopes so that they are focused even 
more precisely than usual on the point of 
interest. Even the best-focused telescope, 
however, runs up against a quirk of the 
laws of physics—that focusing a beam of 
waves creates “sidelobes”. These are areas 
some distance from the target, to which the 
telescope also responds. 

The astronomical agencies in the Neth- 
erlands and Australia are trying to over- 
come the sidelobe problem by using arrays 
of multiple dishes, wired up together, to act 
as one large telescope. This is a new version 
of an old trick. Astronomers have known 
for years that combining the signals from 
many small dishes can simulate the sharp- 
ness of a much larger one. But the Dutch 
and Australian groups have gone further 


than just sharpening the radio image up. 
They have found that suitable electronic 
delaying tactics can shift the sidelobe sig- 
nals from different telescopes half a wave- 
length out of sync with each other—so that 
crest falls on trough, and trough on crest. 
The two signals then cancel each other out. 
Whether such expedients will serve in 
the face of ever-growing demands for band- 
width remains to be seen. Already there are 
plans to hold an rru convention next year, 
at which even more of the spectrum will be 
carved up for general use. And though the 
ITU is making all the right noises about as- 
tronomy, the convention's likely outcome 
fills many astronomers with foreboding. 
In their bleaker moments, it seems to 
some of them that the only real solution is 
to seek the solitude of the hermit. Back in 
the days when most radio noise came from 
earth-bound sources, one way for astrono- 
mers to find such silence was to retire to 
places that generated few transmissions. 
India, for example, has one of the largest 
telescopic arrays in the world for just this 
reason. In the future, of course, no earth- 
bound country will be spared that way. But 
there is always the far side ofthe moon ... 








SAN FRANCISCO 


HE search for extra-terrestrial intelli- 
gence (SETI) has occupied a few dedi- 
cated enthusiasts for a good number of 
years, but the task is about to be spread 
much wider. The seri@Home project, or- 
ganised by David Anderson of the Uni- 
| versity of California, Berkeley, aims to use 
_ the cumulative computational horse- 
power of thousands of under-employed 
personal computers around the world to 
sift through radio-telescope data looking 
_ for evidence that We Are Not Alone. 
| The data themselves will come from 
. the world's largest single-dish radio tele- 
scope, at Arecibo in Puerto Rico. During 
the course of its operation, the Arecibo 
dish scans all the sky visible to it about 
once every six months. As a consequence, 
though it is not looking directly for sig- 
nals from alien civilisations, Dr Ander- 
son and his colleagues reckon that if there 
are any out there, Arecibo ought to be re- 
cording them. 

The problem is disentangling any 
| intelligent messages from the signals put 
out by natural sources (not to mention the 
| noise created by local and very familiar 

intelligent life, see main article). This is 
| where the pcs come in. SETI@Home will 
| provide each of its 80,000 expected par- 
| ticipants with a piece of software that be- 
haves like à screensaver—becoming ac- 
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Actually, they've already arrived 


tive only if a rc is idle and thus putting 
otherwise wasted computational wheel- 
spinning to good use. 

The Arecibo data (about 20 gigabytes a 
day for what the team hopes will be two 
years) will arrive in seri&Home's head- 
quarters and be parcelled into chunks 
representing one minute's worth of the 
telescope's output. Each chunk will then 
be sent out over the Internet to a regis- 


tered PC, which willtakeanaverageoffive 
days to work its way through it. 

The chunks will be examined for two | 
main types of regularities: steady beacons 
that simply say *we're here" and patterns 
of pulses that might be conveying digital 
information of some sort. The analysis 
takes into account the many factors that 
could distort such signals. The earth's ro- 
tation on its own axis and around the sun 
is one of these. Another is that any alien 
source might also be on a planet in a solar 
system, in this case rotating with an un- 
known length of days and years. 

The home rcs will not be expected to | 
find signs of aliens directly. They will, 
rather, act as sieves—reducing the amount | 

| 
| 
| 





of data that needs to be examined closely. 
Each chunk is expected to yield 50 to 100 
data points for later scrutiny by more so- 
phisticated software. 

By exploiting home rcs, Dr Anderson 
is able to bring the cost of the analysis 
down to something that his team can af- 
ford. Access to those 80,000 processors for 
two years will, he reckons, cost about | 
$500,000. By contrast, the American gov- 
ernment's latest supercomputer (being | 
used to simulate nuclear blasts) has only 
9,000 processors—and it cost $55m. So 
even if it turns out that no one is trying to 
talk to the earth after all, sert@Home will 
have shown earthlings a useful trick 
about how to save money on big comput- 
ing projects. Next time, though, the own- 
ers might want to be paid rent. 
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New drugs 


Hot-shot proteins 


The cell’s chaperones may provide novel cures for a number of diseases 


IOTECHNOLOGISTS are some of the 

world’s most relentless explorers—and 
like the Conquistadores of old, they are 
searching for treasure. Not gold, of course, 
but molecules which they can sell for it. 
And among their most promising booty is 
a class of molecules known as heat shock 
proteins (HSPs). 

Heat shock proteins are there to keep 
other proteins in shape—literally. All pro- 
teins consist of chains of chemical links 
known as amino acids, and the way its 
chain folds up is critical to a protein’s 
proper function. HsPs control the folding 
process in newly minted proteins and can 
also perform running repairs on existing 
ones that have been knocked out of kilter 
by, for example, a rise in temperature. 
Hence part of a cell's response to heat is to 
turn out more HSPs, and hence, in turn, 
their name. 

But cells also produce HsPs in response 
to some diseases, while in response to oth- 
ers their level seems to drop off. It is this 
that excites biotechnologists, who see the 
proteins, or chemicals that regulate their 
production, as possible drugs. 

For example, researchers at Biorex, one 
of Hungary's few biotechnology compa- 
nies, have been studying "type ir" dia- 
betes—the sort that is untreatable by insu- 
lin. They have found that long-term 
sufferers from this disease have lower levels 
of a class of heat shock protein known as 
HSP-70. Moreover, these diabetics' cells are 
slower than normal to produce HsP-70 
when stressed in a test tube. It is tempting 
to guess that these low levels of Hsp are part 
ofthe biochemical defect which leads to in- 
sulin resistance. But this is difficult to 
prove, and even more so to correct. 


A shock to the system 


Fortunately, Biorex has a useful tool to pick 
the problem apart. This is a chemical called 
bimoclomol that has the ability to raise 
HSP-70 levels in stressed cells. In rats, 
bimoclomol is able to ameliorate some of 
the most painful and expensive complica- 
tions of diabetes by reducing inflamma- 
tion ofthe kidneys, nerves and retina. Later 
this month Biorex will announce the first 
data suggesting it may perform the same 
trick in people: a small clinical trial de- 
signed to test the substance's safety (it 
passed) also showed that it reduced kidney 
damage. One trial does not a summer 
make, of course. But Abbott Laboratories, a 
large American drug company, has been in- 
terested enough in bimoclomol's progress 
to pay Biorex $28m for the research and 
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A chaperone’s job is not an easy one 


development rights to the chemical. 

Blocking, rather than boosting, the ac- 
tivities of HsPs may also yield treatments. 
Researchers at America's National Cancer 
Institute (NCI) in Bethesda, Maryland, have 
known for years that a drug called geldana- 
mycin is particularly good at killing breast- 
cancer cells. What the NCI scientists did not 
know until recently was that geldanamycin 
disables cancer cells by binding to another 
type of heat shock protein, HsP-90, which 
helps in the relay of biochemical signals in- 
side cells. 

Why geldanamycin should kill only tu- 
mour cells is still unknown. But NeoGen- 
esis, a biotechnology company based in 
Cambridge, Massachusetts, has already 
leapt at the prospect of exploiting it. Begin- 
ning with a library of more than 3m differ- 
ent molecules, NeoGenesis has isolated a 
few compounds that interact strongly with 
HSP-90. The NCI will soon begin to test 
these on breast-cancer cells. 

Other types of cancer look as though 
they might yield to Hsp manipulation as 
well. Antigenics, a New York-based biotech- 
nology company, is testing the idea of using 
HSPs to attack the disease by boosting the 
body’s anti-cancer immune response. Pan- 
creatic cancer, renal-cell carcinoma and 
melanoma are all thought to be susceptible 
to this approach. 

Cells of the immune system, particu- 
larly a class called cytotoxic T-lymphocytes, 
can kill cancer cells in test tubes. This is an 
extension of their normal function of 
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eliminating “foreign-looking” tissue such 
as virus-infected cells and—maddeningly 
for transplant surgeons—organ grafts. 

Prompting T-lymphocytes to attack can- 
cers is, however, hard work. This is because 
cancerous tissue, being descended from 
normal body cells, frequently fails to look 
foreign enough. But Pramod Srivastava and 
his colleagues at Antigenics believe they 
can help things along by exploiting a fur- 
ther role which Hsps perform, namely that 
having licked a new protein into shape, 
they will often accompany it to the part of 
the cell where it is supposed to operate. 

When they act as molecular chaperones 
in this way, HsPs become closely bound to a 
wide range of proteins inside a cell—and 
they will often remain so after purification 
in a laboratory. Antigenics's technique be- 
gins by extracting and purifying Hsp from a 
patient’s tumours. Some of the proteins 
that remain attached to them, DrSrivastava 
has found, occur only in cancerous cells. 
These proteins can therefore be used by cy- 
totoxic T-lymphocytes to recognise what 
they are supposed to kill. 

In clinical studies that have just started 
at the Memorial Sloan-Kettering Cancer 
Centre in New York and the M.D. Anderson 
Centre in Houston, 70 patients are to be in- 
jected with purified versions of their own 
HsP-umour protein complexes once a 
week for a month. Antigenics's researchers 
will study the strengths of these patients' 
immune responses and the subsequent 
spread of their cancers. Earlier tests in mice 
with lung cancer showed that 80% of ani- 
mals receiving the Antigenics "cancer vac- 
cine" survived the disease—four times 
more than those mice who went without it. 

Antigenics believes that its tailor-made 
treatment, using a patient's own HSPs and 
tumour proteins, is key to rousing a strong 
response against cancer. But StressGen 
Biotechnologies, in Victoria, British Co- 
lumbia, is confident that its method, which 
uses genetically engineered bacterial HSPs, 
is technically easier and equally effective. 
In mice with cervical cancer, StressGen's re- 
searchers have seen animals recover com- 
pletely from tumours when they are 
immunised with a complex of Hsp and tu- 
mour proteins. StressGen hopes to begin 
clinical trials by the end of this year. 

How HsPs actually mobilise cytotoxic T- 
cells into action is unclear. Richard Young, 
a researcher at the Whitehead Institute in 
Cambridge, Massachusetts whose work 
forms the basis of StressGen's business, 
thinks that their immune-boosting proper- 
ties may result from their role in shuttling 
other proteins around the insides of cells. 
This may allow them “privileged access" to 
the parts ofa cell needed to activate a T-lym- 
phocyte response. But for the moment re- 
searchers, like chaperones, must wait and 
watch and hope. 
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MOREOVER 


Zero-based celebrations 


Is the arrival of a new millennium a big moment or a pseudo-event? Most of 
the world seems bemused, as our correspondents report 


HE Vatican is reported to be expecting 

30m pilgrims or more during the year 
2000 and the British government is hoping 
for 12m visitors to an £800m ($1.3 billion) 
Millennium Dome being erected in Lon- 
don's Greenwich. If those sound impres- 
sively large numbers, they need to be put 
into a global context. With one or two ex- 
ceptions such as France, the rest of the 








world is not paying this time-tied event 
anything like the attention it is getting in 
the Vatican or in London. 

A lively report from PaineWebber, an 
investment bank, on the expected eco- 
nomic effects of millennium celebrations 
found recently that nothing else is being 
plannedon the scale of Britain's dome. Ger- 
many's big event, a green-minded "Expo 
2000" in Hanover, for example, is budgeted 
ata modest DM100m ($55m). 

A first stumbling-block with the millen- 
nium for people in China is strictly vocal. 
In spoken Chinese the two-syllabic word 
for "century" comes to the lips a lot more 
easily than the tongue-twisting phrase for 
*millennium". So party officials prefer to 
talk about “the 21st century" and "cross- 
century programmes". More pertinently, 
their enthusiasm for the entire business 
was seriously dampened five years ago 
when China failed to win its bid for the 
2000 Olympics. 

A broader reason why 2000 fails to reso- 
nate much in China is quite simply that the 
Roman calendar is an import. As almost ev- 
erywhere else, this common calendar is 
used in China for business and official pur- 
poses. But many people continue to keep 
track of lifes passages—births, marriages 
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and deaths—by the Chinese calendar. 
Christianity has its Chinese adepts but 
they are a minority, and anniversaries of its 
founder's birth have accordingly little or no 
significance. Though fortune-telling is 
common, China's lore and literature lacks 
that bass hum of apocalyptic prophesy, so 
common in the West, that foretells history- 
ending calamities or new reigns of peace 
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on earth. The real significance of the year 
2000 in China is that, according to the 12- 
year calendar cycle using animal names, it 
is the next year ofthe dragon. By tradition, a 
"dragon" year is an auspicious time to be 
born, and some Chinese demographers are 
accordingly expecting a baby boomlet. 

In many ways, Japanese culture is more 
obviously westernised than China's. But in 
others, life in Japan beats to a Japanese 
rhythm. The year 2000 has little meaning 
there either, and the arrival of a new mil- 
lennium has yet to distract Japanese people 
from worrying about the economy. Few big 
carousals are planned or publicised. An un- 
scientific poll of smart Tokyo restaurants 
showed that none of them intend to do 
things differently for new year’s eve 1999. 
Restaurants offering French food pointed 
out that they were usually closed on De- 
cember 31st and saw no reason to make an 
exception at the end of 1999. Ordinary Jap- 
anese restaurants were blankly amazed at 
the question. 

Most of South-East Asia is also more 
preoccupied with surviving economic 
woes in the immediate future than with 
preparing for the next 1,000 years. The only 
predominantly Christian country in the re- 
gion, the Philippines, has a bigger anniver- 


sary of its own before then as this year 
marks 100 years since the end of Spanish 
rule. The Philippine national observances 
illustrate an iron rule that commemorating 
real historical events always and every- 
where trumps the celebration of empty ca- 
lendrical ones. 

Thailand, a Buddhist nation, which 
marks the new year with a festival in the 
spring, entered its own second millennium 
nearly 42 years ago. Malaysia, Indonesia 
and Brunei have Muslim majorities. In Sin- 
gapore, prospective parents in the Chinese 
diaspora (78% of the city-state’s population) 
are torn between deference to tradition 
and an eye for the main chance. This year's 
“tiger” children should find places in Sin- 
gapore’s best schools more easily than the 
baby-boomers of the coming “dragon” 
year, unless modern-minded parents hold 


back in an effort to limit the size of the next 
“dragon” cohort. 

In purely quantitative terms, the great- 
est scope for celebrating the coming of a 
new millennium will be in Russia. The 
country spans 11 time zones, from the Be- 
ring Strait in the east to the Baltic port of 
Kaliningrad in the west. And far-flung Rus- 
sians traditionally drink twice to any new 
year: once when midnight strikes by local 
time, once when it strikes by Moscow time. 
That means 21 occasions to toast the arrival 
of January tst in Russia, with only revellers 
in the Moscow time-zone denied the plea- 
sure of a double celebration. 

And that is, quite literally, only the half 
of it. Russians still mark some holidays ac- 
cording to the old Julian calendar, even 
though in 1918 the Bolsheviks adopted the 
Gregorian calendar used elsewhere. New 
Year is normally reckoned as the Gregorian 
January ist. But next year carousers of a 
maximalist kind will be able to take advan- 
tage of two more (Julian) occasions for a 
toast, making an all-Russian, bicalendrical 
total of 42. 

It seems unlikely that Russia will put 
this chronological bonanza to any great 
public use. The government began wonder- 
ing only recently what schemes, if any, to 
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MOREOVER 


encourage. On February 6th President Bor- 
is Yeltsin signed a decree, “On Preparations 
for the Third Millennium and the 2,000th 
anniversary of Christianity", yet great un- 
certainty reigns about official intentions. 

Calendar pedants who rightly but 
vainly point out that the third millennium 
will begin in 2001 (there having been no 
year zero) must be pleased with the deci- 
sion by the government of Australia more 
or less to ignore the year 2000 altogether. 
Authorities in Canberra have decided in- 
stead that 2001, the 100th anniversary of 
the coming-into-force of the Australian 
constitution, is to be the occasion for a na- 
tional birthday party. Their decision was 
guided partly by the fact that any millen- 
nial activities in 2000 would be swamped 
by the summer Olympics in Sydney, and 
partly because Australians have a serious 
decision to take next year about their coun- 
try's future. 

On January 1st 2001, accordingly, a 
huge parade will snake through Sydney, 
and then in May the first sitting of the fed- 
eral parliament will be re-enacted in Mel- 
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gather children from every country across 
the world in the wilderness in Sinai, dress 
them in white robes, give them candles and 
put them on worldwide television. Another 
promoter hopes to mount a party and rock 
concert at the pyramids outside Cairo. 
These need permission from the Ministry 
of Culture, which moves as carefully as the 
Sphinx, especially since Islamist conserva- 
tives view it with suspicion as a source of 
decadent western culture. 

By the Jewish calendar, it is the 58th cen- 
tury and for religious and non-religious 
Jews alike the arrival of the Christian mes- 
siah has little or no meaning. Outside Is- 
rael, many broad-minded rabbis will ecu- 
menically point out that things mattering 
to a country's majority ought to matter in 
their way to its Jewish community as well, 
especially when the observances have to do 
with shared values: a rabbi is on Britain's 
millennium committee, for example. One 
practical point to note, however, is that 
new year's eve 1999 falls on a Friday and 
the Jewish sabbath starts at dusk on that 
day of the week. 
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risian "themes"; the "biggest bell in the 
world" weighing 32 tonnes; the turning of 
an area outside the Louvre into an ice-skat- 
ing rink; a massive "Woodstock Revival" 
concert, gathering the best guitarists in the 
world; and a reconstitution of the 1901 
Paris motor show. 

The government-sponsored festivities, 
announced in February by the minister of 
culture, Cathérine Trautmann, sound rath- 
er less carefree. The country is not in its 
most partying mood. A poll the previous 
month commissioned by Figaro and Canal 
Plus found the French in a glum mood: 5096 
of those answering thought that people 
would be less well-off in the next century, 
compared with 35% who thought that they 
would be better off; and half looked for- 
ward to the next century with fear as 
against 419; with hope. 

France's national highlights are to be a 
festival of "solidarity and new relations 
with others" on December 31st 1999; an ex- 
tra-special festival of music in June 2000 
(these were started by a previous socialist 
minister of culture, Jack Lang) and then on 
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bourne which, in 1901, was the temporary 
capital. The Australian federal government 
has also set up a Federation Fund of A$1 bil- 
lion ($658m) to spend on big public works. 
More importantly, if Australians vote “yes” 
in a referendum that will take place next 
year on whether to become a republic in 
2001, the country’s festivities to usher in the 
21st century, correctly calculated, will have 
the stamp of a genuine occasion. 

Outside tourist-promotion offices— 
and they are having a hard time for other 
reasons what with bombs at sightseeing 
spots—the year 2000 provokes little excite- 
ment in Egypt, and in this the country is 
fairly typical of the Islamic world. The 
Christian millennium coincides roughly 
with the Islamic year 1420. Even for Egypt's 
6m Coptic Christians its meaning is di- 
luted since by their own calendar it will be 
1716. (Copts reckon years from 284, when a 
ferocious persecutor of Christians and 
great imperial reformer, Diocletian, be- 
came emperor.) Many city Egyptians mark 
the western new year and those who drink 
booze it up with the fanfare of infidels. 

Under the Islamic lunar calendar, Janu- 
ary 1st 2000 will fall within the last part of 
the fasting month of Ramadan. Unde- 
terred, an Egyptian promoter plans to 
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After the successful blow-out in France 
in 1989 which capped the bicentennial of 
the French Revolution with a playful and 
spectacular parade down the Champs El- 
ysées in Paris, you might think the French 
would wanta rest from date-fever. The state 
contribution for national celebrations in 
2000 has indeed been cut from the FFri.2 
billion ($196m) once envisaged by the pre- 
vious conservative government to 
FFr400m. Yet more is going on than ap- 
pears. Two main outfits are organising 
things. The one for Paris, paid for by the 
city, sounds great fun. The national body, 
headed by Jean-Jacques Aillagon, a former 
director of cultural affairs for Paris (1993- 
96), is more high-minded. 

About 100 projects, big and small, have 
been selected by the city of Paris. Among 
the more attractively zany are: on January 
31st 1999, the laying of a giant white egg by 
the Eiffel Tower, filled with rv sets linked to 
channels around the world (an illuminated 
sign on the tower has already started a mil- 
lennial countdown); on April 1st 2000, the 
release of 2,000 three-metre high, multi- 
coloured, metal and plastic fish into the 
Seine as a special poisson d'avril; a giant 
table set with France's best dishes and 
wines; a 15-metre high book, filled with Pa- 


Bastille Day a "festival of nature" across 
France focused on planting trees and lay- 
ing out new gardens. Other government- 
planned events include exhibitions in 
Paris about French history and in Lyons 
about the French language and local dia- 
lects. Countless meetings besides will bring 
together brains from the arts, the sciences 
and business for public discussions of the 
"where-have-we-come-from?" and "where- 
are-we-going?" sort. 

The French are rather good at this kind 
of multi-focused public revel. Certainly 
their clever, fizzy plans make those across 
the Channel look flat by comparison. De- 
pending on your point of view, the govern- 
ment decision in Britain to make a fuss of 
the millennium is either a testament to 
British verve and imagination or to the de- 
lusive faith of British politicians in local 
boosterism. AII told the country is going to 
blow around £3.9 billion on special pro- 
jects to mark the millennium. About £1.9 
billion of this will be public money, the 
great bulk of which will come from the pro- 
ceeds of the National Lottery. 

Almost £70m will be spent refurbishing 
sports stadiums in Cardiff and Glasgow; 
£43m will go on a national network of cycle 
routes; new museums and galleries will be 
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built in Salford, Leicester and Newcastle; 
£37m will bespent on the "Eden project" in 
Cornwall which will involve the construc- 
tion of a huge greenhouse, designed by 
Nicholas Grimshaw & Partners who built 
the Waterloo Terminal, to house examples 
of the world's flora and fauna. 

But there is no doubt that the 
centrepiece of Britain's millennium cele- 
brations will be the giant Millennium 
Dome, currently under construction in 
Greenwich. Twice the size of Britain's big- 
gest football stadium, the dome will cost 
£758m to construct—£ 400m of which will 
come from the lottery, with the rest sup- 
posed to be provided by private sponsors 
and commercial sales. In other words, the 
British government will be spending the 
equivalent of 12% of its annual defence 
budget on a calendar event whose meaning 
and importance none of those involved 
can, it seems, convincingly summarise. 

The dome has met widespread scepti- 
cism. A recent poll by MORI found that 
only 8% of the public thought that building 
it was appropriate; 62% said they would 
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prefer to spend the money on increased 
spending for the National Health Service. 
After enthusiastically taking over the idea 
for a giant dome from their Conservative 
predecessors, Tony Blair's government had 
to decide in a hurry what to put in it. The 
central space in the dome will be filled by 
an auditorium, where a spectacle of some 
kind, designed by the team behind Pink 
Floyd's successful "Wall" tour, will be 
shown several times a day. Next to the main 
auditorium 13 or 14 pavilions will inform 
visitors about the mind, the body, the envi- 
ronment, education, time and so on. It 
sounds neither a laugh a minute nor cheap: 
visitors will have to pay £20 to get in. 

Mr Blair has castigated doubters, which 
would seem to include most of Britain's 
press, left and right, as "cynics" who are 
"rubbishing" an idea that will be the *envy 
of the world". Confounding the mockers, 
Britain's millennium may yet prove to be a 
cracking success. Good parties are often the 
least expected ones. 

Yet one of Mr Blair's reasons for linking 
Britain and 2000 so closely is surely off the 
mark: strictly, the day begins at Greenwich, 
because it is at zero degrees of longitude, 
the meridian from which hours forward or 
back are conventionally reckoned. So, it is 
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argued, the millennium will start in Brit- 
ain. But tell that to the Russians, or indeed 
to any ofthe majority of mankind that lives 
eastwards of Greenwich up to the Interna- 
tional Date Line and whose midnight 
comes well before Britain's. 

Nobody in America quite knows what 
the coming of the millennium will mean, 
so everyone can make of it what he or she 
likes. In 2000, America holds presidential 
and congressional elections, which tend to 
fill the country's visual field. In 1976, politi- 
cal campaigning somewhat overshadowed 
America's otherwise fine bicentennial cele- 
brations. Bill Clinton has called his own 
presidency a "bridge" to the new century. 
Hillary Clinton is devoting special atten- 
tion to the White House Millennium Pro- 
ject. This includes an attractive scheme to 
encourage children to record their grand- 
parents' reminiscences and Internet links 
between American and foreign classrooms. 
A White House website is soliciting millen- 
nial ideas from Americans. The much-ha- 
rassed National Endowment for the Arts 
has earmarked a modest $5.8m for 29 “mil- 


lennium projects", including a photogra- 
phers' survey of end-of-the-century Amer- 
ica, a proposal echoing the New Deal 
Federal Writers’ Project, which published 
beautifully illustrated guidebooks to the 48 
states in the 1930s and 1940s. 

Outside politics, the millennium stirs 
America’s strong religious instincts, or so it 
is commonly claimed. Pre-millennial ten- 
sion has been said to agitate cults and mili- 
tia groups. Things as unconnected as the so- 
called Hale-Bopp suicides and the 
Oklahoma bombing have been blamed on 
zero-based date-fever. Yet this, surely, is a 
confusion. As the millennium ends, people 
across the world are anxious about all sorts 
of looming catastrophes, probable or im- 
probable. Only a handful of calendar nuts 
are seriously worried because the millen- 
nium is ending. 

Last year President Clinton was not 
widely contradicted when he asserted that 
for centuries people had wondered “what 
this millennium would bring”—“an apoca- 
lypse” or “a new world”? Actually, people 
have wondered about nothing of the kind. 
Centenaries, not to mention 1,000-year 
celebrations, are mostly modern affairs. 

For Christians, there is, to be sure, a 
source for chiliastic prophesy in chapter 20 
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of the Book of Revelations, where two 
1,000-year spans are envisaged: one turbu- 
lent and troubled, the other, after the messi- 
ah's second coming, peaceful and blessed. 
That double register of dark and light is fa- 
miliar from all prophetic oratory, sacred or 
profane, including the political and eco- 
nomic kinds. The actual dates, as the most 
influential prophets know, are entirely sec- 
ondary and best kept vague. 

Despite the common suggestion that 
the year 1000 was a big deal in Europe, it 
could be calculated only by a handful of 
educated folk, and even they seem to have 
passed it by without notice. Neither Anglo- 
Saxon, nor French, nor papal records men- 
tion it as anything special. By contrast, the 
year 1033—calculated as 1,000 years after 
Christ's execution—does seem to have been 
noted in special pilgrimages. Medieval 
popes instituted “jubilee years" to raise 
money, first in 1300, then at 50-year and fi- 
nally at ever shorter intervals. By the Re- 
naissance, dates with zeroes had lost what- 
ever brief significance they may have 
acquired. On new year's day in 1500 the pa- 


pal master of ceremonies recorded that 
Alexander VI did nothing special that day 
save visit his daughter, Lucrezia Borgia. 

Not till the mid-18th century or later did 
Europe have a common calendar or an 
agreed new year's day. Jubilees, centenaries 
and historical commemorations became 
important only in the latter part ofthe 19th 
century as popular nationwide events cele- 
brated reigning sovereigns (Queen Victoria 
in 1897), dead heroes (Rousseau and Vol- 
taire in 1878) and revolutions (1876 in 
America; 1889 in France). The end of the 
century itself did not amount to much. The 
phrase "fin-de-siécle", meaning a period of 
decadence and cultural lassitude, became 
current only after the event: the late 1890s 
were rather good times for Europe and 
America. The millennium's historical cre- 
dentials, in sum, are fake. 

Not that any of this should be taken to 
mean that there is nothing to celebrate. A 
great German-born film director, Max 
Ophuls, once had an Italian producer who, 
as Ophuls liked to tell the story, would re- 
spond to any piece of news, good or bad, 
with the words, “Facciamo una festa"— 
Let's have a party. The producer was a wise 
man: a good party needs no excuse. 
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Frank Lloyd 


T HE greatest art dealer of the 
century is generally thought 
to have been Joseph Duveen 
(1869-1939), if "greatest" is taken 
to mean most successful. But 
some would argue that Frank 
Lloyd had a claim. 

Duveen's success came from 
the exploitation of a simple fact. 
In America there was a lot of 
money; in Europe there was a lot 
of art. With Duveen as the mid- 
dleman, many of the finest pic- 
tures in private hands crossed 
the Atlantic into the homes of 
the very rich, who had just about 
everything except culture. So by 
the time Mr Lloyd opened his 
first art gallery in London in 
1946 there was not a lot of great 
painting available for sale. As 
the American tycoons had died, 
their collections, put together 
under the guidance of Duveen 


the market, but had been be- 
queathed to public galleries, 
providing their donors with a 
kind of immortality. The collec- 
tion of Andrew Mellon is one of 
the gems of Washington’s Na- 
tional Gallery of Art. In Europe, 
meantime, governments passed 
laws restricting the export of old 
masters remaining in private 
hands. 

Frank Lloyd's prescient idea 
was that “modern masters” 
could also be made to be hugely 
valuable; and, most important, there was an unlimited supply. 
His gift for salesmanship may have come from his parents who 
were antique dealers in Vienna (and died in Auschwitz). When 
the Germans annexed Austria in 1938 he moved first to France, 
then to Britain. He was in the British army in the second world 


| war, digging roads and doing other dirty jobs allocated to for- 


eigners. He changed his name from Franz Kurt Levai to Frank 
Lloyd (because he had an account with Lloyds Bank). After the 
war, with a partner who later set up on his own, he founded his 
gallery, calling it the Marlborough, because it sounded posh. 
Frank Lloyd's gallery became the place to visit if you wanted, 
say, a work by a modern British artist. But his eyes were turning 
to America. New York claimed to have taken over from Paris as 


| the most important centre of art. In 1963 Mr Lloyd opened a 


gallery in New York. Among his painters was Mark Rothko, who 
was to make him famous, although not in the way he preferred. 


Trophies of the rich 


Robert Hughes, Time's art critic, tells of Frank Lloyd buying a 
Rothko for $18,000. Two years later Mr Lloyd offered it to a 
friend of Mr Hughes for $350,000. The paintings of Rothko and 
other New York artists had become the trophies of the rich, as 
once the Duveen paintings had been. Whether they will survive 





Frank Lloyd, perhaps the world's greatest 
art dealer, died on April 7th, aged 86 


like the Duveen trophies is à 
matter for conjecture. They may 
come to be regarded only as curi- 
osities of their time, although it 
is almost blasphemous to say so 
to Rothko's admirers, who com- 
pare him to Michelangelo. 

Rothko and his pals were 
part of a movement called ab- 
stract expressionism. A typical 
Rothko has rectangles of colour 
on a huge canvas. He worked 
quickly. Abstract expressionism 
was called derisively "action 
painting". When Rothko died in 
1970 he left behind nearly 800 
paintings. All were in the posses- 
sion of the Marlborough. 

In 1971, Rothko's daughter 
Kate sued the executors of her fa- 
thers will, claiming that they 
had disposed of his paintings to 
the Marlborough for far less 
than their worth. A hundred of 
them had gone for a "mere" 
$1.8m. Others were to be sold by 
the gallery for a high commis- 
sion. The case before a New York 
court lasted for eight months, 
and revealed a lot about the fi- 
nances of the art market. During 
it, Mr Lloyd told a reporter, “I 
collect money, not art", a crass 
remark that he probably regret- 
ted and which has been used 
against him. Mr Lloyd was never 
a philistine, but tended to make 
disarming remarks. “I never 
handle details" he smilingly 
told the judge in the Rothko case. Still, Duveen would never have 
admitted that he had soiled his hands with money. 

The executors, the gallery and Mr Lloyd lost the case and were 
ordered to pay more than $9m in damages and fines. An appeal 
failed. The judge said he was shocked by the affair. Later it tran- 
spired that Mr Lloyd had sold some of the paintings despite a 
court order forbidding a sale and had tampered with the gal- 
lery's books to cover up the deal. At his trial he might have been 
given a long prison sentence but was let off with a term of social 
Work, including giving art lectures to students. "Fair and hu- 
mane,” said a relieved Mr Lloyd. 

The Rothko affair did not seem to damage Marlborough's 
success. The little gallery in London's Mayfair has grown into the 
world's biggest art business with branches situated conveniently 
close to the rich in the Americas, Europe and the East. "Energy, 
perseverance and bold creative action" is the basis of its success, 
the Marlborough says smugly. 

Duveen was made a lord, but Frank Lloyd was not deemed to 
merit any such honour. However, in the art world it seems un- 
likely that his personal reputation suffered all that much. Robert 
Hughes says, "In art, a fair price is what you think you can get. 
Every dealer observes this rule, but Marlborough was caught 
pushing it too far." 
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Mail for a guide to the best, 
wherever you are. 










The Durham MBA Distance Learning Programme is one of Britain's most highly 







regarded International MBA courses and is one of three AMBA accredited 
study options, including Full-Time and Part-Time. j : 
If you would like to develop into one of the world's H University 










ae oF. Pacific Western Unive rsity best managers, apply for your brochure today. of Durham 
Bh E ne aps i 1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 ; Investing in excellence in teaching and research 
e 1-(808) 597-1909 B ' 
degrees open CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 $ dena igitiir ailes STOE FOOT OA Sr iq spec i 
doors. Fax: (310) 471-6456 E-Mail: admissions@pwu.com = leephone (ee — d 3389. e- mamac. 






http://www.pwu-hi.edu 





“It’s great to 


have the flexibility 1 WINNING 
to go to class when DISTANCE 


it’s most convenient.” 


Ron L Williams E 2; edi ON 


Applied Materials, Inc. 





PRESTON 


UNIVERSITY 


Wyoming, USA 








esten Lhrtyrrait 
E 
SS 


NEG 





Cheyenne, 









BBA. MBA, MS, PhD 
Distance Learning 


Business Administration * Computer Science * Education 

On campus programs available in Cheyenne, Wyoming and 
at 22 affiliated centers worldwide. 

Preston University, Dept. EC498 

1204 Airport Parkway * Cheyenne, WY 82001 * USA 

Tel: + 1 (307) 634 1440 * Fax: + | (307) 634 3091 

Email: preston@ wyoming.com * www.wyoming.com/~Preston 






Executive Education 


Ml 
eum E 303.333.4224 


Accredited by the www.isimu.edu 


Distance Education Training Council admissions @isimu.edu 








winners 


Amsterdam 


CZ Institute of Finance 





MSc Shipping, Trade & Finance 


offers in cooperation with the faculty of ViSc Trade, Transport & Finance 
INSEAD 
Upcoming Courses 1998 Bring us your brainpower and we'll lead you to an 
international business career in banking, finance, 
Portfolio Management international trade and transport or stockbroking. 

- Fixed Income Investment (May 5-8) 

- Real Estate Investment (May 18 -19) Hard to believe? Not if you know our 750 graduates in 
Banking and Risk Management | more than 70 countries worldwide, all highly successful. 
in Emerging Markets (June 2-5) The Financial Times ranked City the top business 
Advanced Valuation Topics school for careers in finance in January 1998 too. 

3 hana ne hae ig | i | Don't think it'll be casy. Our l4-month course is 
VERO See RT ER (June 22-24) intensive and demanding, pulling in practitioners from 

the City of London as well as our own City Experts, 
Measuring and Implementing NECS Be RE F E 
Economic Value Added (Aug. 31 -Sept. 2) many with International reputations: Sp, if you are 
Foundidsas tinea (Sept. 4-25) ready for the City challenge, get in touch. 


New Course: 


i Te: +44 (0)171 477 8606 
Ethics and Shareholder Value 
in Banking and Finance (Nov. 12-13) oy (Lb Fax: +44 (0)171 477 8719 


For further information and our detailed brochure, please contact 
BUSINESS SC SCHOOL http://www.city.ac.uk/cubs 


Ms. Katelijn Arnold, Course Manager. 
Frobisher Crescent, Barbican Centre, London EC2Y 8HB 








AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 


telephone: *31-20-5208555 - fax: *31-20-5208506 - e-mail: info@aif.n! 


TEACHING AND RESEARCH EXCELLENCE IN LONDON 
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COURSES 





University of Salford 
MA in Intelligence and International Relations 
| year full-time, 2 years part-time, also Diploma 


FRENCH IN PARIS Centre Opéra 


* Full immersion 


$ 
~ 
e 
$ 

a " ` . » 

r i For company personnel 


m [iléseau * Tailored, one-to-one courses 
Department of Politics and Contemporary History » ] i ^ 
Intelligence and International Relations University of Salford ig entre located next to péra 


Counter-Insurgency, Middle Eastern Security Salford MS 4WT, England TE. +33-1-48-016146 — fax «33-1-42- 463715 


Phone: 0161-295-5786, Fax: 0161-295-5077 | C 
Russian and Soviet Intelligence E-Mail: E.J. Smith; PCH. Salford ac.uk ultures INTERNET LanguesCultures 9 ( ompuserve.com 


Enquiries and Applications to: 
Modules offered include: The Postgraduate Secretary 













MBA in Brussels MA in Human Resource 


SOLVAY BUSINESS SCHOOL | QPS Management 


Université Libre de Bruxelles | This IPD accredited, 12 month, masters programme is also ESRC recognised. 


Two ESRC quota scholarship awards are available for UK students. 


e year mrensive MBA in English For further information contact: The Postgraduate Secretary, Leeds. 
> nternational faculty & student body University Business School, Leeds LS2 9JT England. 
e Specialisation in European Management Tel: 444 (0) 113 233 2613 


r Fax: +44 (0) 113 233 2640, LEEDS UNIVERSITY 
E-mail:mba@ulb.ac.be Email: fee@lubs.leeds.ac.uk BUSINESS SCHOOL 


http://www.ulb.ac.be/solvay/mba/index.html 








Cranfield 


UNIVERSITY 
School of Manageme nt 


THE CRANFIELD MBA 
MO R H THAN A What do vou look for in an MBA programme? Mature students from a wide cross-section of industries and 


professions? A teaching faculty that is rated "excellent? A school that ts ranked amongst Europes best? 

Q e An alumni body of 4,000 working in more than 80 countries? A choice of 78 electives’ A. urse that puts 

U A LI F i CAT | O N e the emphasis on developing you as an individual and a team player? If the answer 1s yes, d the Cranheld 
MBA ts for you. 


A LI FE If you have a degree or professional qualification and at least three years’ work experience, find out more 


about our one-year full-time or two-year part-time programmes by contacting Maureen Williams for more 


CHANG | NG information or a brochure: Cranfield School of Management, Cranfield, Bedford, England MK43 OAL. 
Tel: +44 (0) 1234 751122. Fax: +44 (0)1234 752439. 


EX P E R | E N C E Email: m.williams@cranfield.ac.uk Internet: http: // www.crantield.ac.uk / som 


Cranheld University is an exempt charity offering a centre of excellence for research and education 






EE =E NES E NEED ESO RD RD NO NND NND NND R8 NO RD NN 
ENGLISH FRENCH SPANISH 


in JAPAN, in BELGIUM 
GERMAN DUTCH JAPANESE 


in BELGIUM in BELGIUM in JAPAN, in BELGIUM 


COURSES FOR 66 HOURS PER WEEK ore TAE 
MOTIVATED PEOPLE IN THE TARGET LANGUAGE NC CERAN LINGUA 
— COLD Avenue du Cháteau, 280 
* ADULTS from 19 years Study paq B-4900 SPA (BELGIUM) 


. RETIRED PEOPLE OF 55 AND ABOVE up to 45 private and/or group lessons pa 3 d Tel ' 32. 87.19 | | 22 










(Special conditions available) and pedagogical activities Fax : + 32- 87-79 11 88 
* JUNIORS from 11 to 18 years & INCE 171. E-Mail 
- FRENCH in BELGIUM in USA: Languagency ceran@mail.interpac.be 


- ENGLISH in ENGLAND. Putting into practice with our teachers: | | Te). : 1 (413) 584-0334 vow 
in BELGIUM at breaks, meals and evening socio-cultural activities Fax : 1 (413) 584-3046 hitp://www.ceran.com 


A MAXIMUM OF PROGRESS IN A MINIMUM OF TIME 
mmm mH Hm Ee HE HE Ee HE HE EE EE ES NN 
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COURSES 








1998 GENEVA 
EXECUTIVE COURSES IN 
FINANCE 


It is vital that today's finance professional keep 
abreast of the latest developments. This year we 
have added to our regular program three new 
courses at the forefront of quantitative analysis. 


FOR MONETARY 


AND BANKING STUDIES 


Francis X. Diebold May 18 - 20 
ADVANCED METHODS FOR ESTIMATING AND 
FORECASTING VOLATILITY IN FINANCIAL MARKETS 
State of the arts volatility modelling for derivative 
pricing and risk management. 


INTERNATIONAL CENTER 


M. Musiela and S. Neftci May 25 - 29 
MARTINGALE METHODS IN FINANCIAL MODELLING 
AND APPLICATIONS 

An innovative cutting-edge approach to securities 
pricing. 


ICMB 


Yacine Ait-Sahalia June 8 - 10 
ESTIMATION OF CONTINUOUS TIME INTEREST-RATE 
MODELS 

Essential to avoid mispricing your interest-rate 
products. 


For our brochure containing detailed 
descriptions of all our courses, 

please contact: 

Fabienne Scagliola or Béatrice Candolfi 
ICMB 

Av. Blanc 49 — 1202 Geneva, Switzerland 
Tel: +41-22/731 95 55 

Fax: «441-22/731 95 75 
http://heiwww.unige.ch/icmb/ 

e-mail icmb@hei.unige.ch 





Harvard Institute for International De 
of Harvard Unive 








‘lie-tlit- lib effective courses 



























NISH 
* Aliseda 


EE 115, 28009 Madrid (Spain 
meno 1176 | Fax: +34 ! 401 0673 
E-mail: ahseda @correo.com! 


Taking the GMAT 
or GRE? 


We CAN help! 


Details from GTAC Associates 
FREEPOST, London W5 4BR 
Tel: 0181-993 3983 











http://www.chester.es/aliseda 





Distance Education 
Programs In: 


"y LASALLE 


ATER. i Sciences 


Unlock Tomorrow’s Potential Today . 


1-504-626-8904 od 
Fax 1-504-624-2962 


Education 
http://www.distance.edu ° 


620 Lotus Drive North « Dept. 136 E ngineering & 
Mandeville, LA 70471 Computer Science 


LASALLE EDUCATION CORPORATION 


MON | ( age 


Prestigious Distance Learning Programs in: 


Law e Business e Education e Diplomacy 
Int'l. Studies e Arts & Sciences 


(913) 661-9977 e (913) 661-9414 Fax 
emallc@msn.com e www.monticello.edu 


velopment 


ersity 





WORKSHOP ON BUDGETING IN THE PUBLIC SECTOR 
Focuses on planning and management of public expenditures, 
budget and national economy, and expenditure policies. Topics 
covered include: 


* Local government budgeting and financial management issues 
e Financial evaluation of investment projects 

* Management of recurrent costs 

e Approaches to macro-level public expenditure planning 

e Fiscal aspects of external and domestic debt management 


Phone: (617) 495-4324; Fax: (617) 496-2911 
Email: budgetws@hiid.harvard.edu 


PROGRAM ON MACROECONOMIC POLICY & MANAGEMENT 


Designed for analysts and policy makers working on 
macroeconomic issues in developing and transitional economies. 
Topics covered include: 


* Exchange rate and balance of payment management 

e Fiscal policy, monetary management, and inflation 

e Macroeconomic, capital market, & financial sector interactions 
e Techniques for assessing macroeconomic performance 

* Managing the transition from stabilization to economic growth 


Phone: (617) 495-9779; Fax: (617) 496-2911 
Email: macteach @ hiid.harvard.edu 


HIID 14 Story Street, Cambridge, MA, 02138 USA http://www.hiid.harvard.edu/training 


TRAINING PROGRAMS FOR MID-CAREER FON, IC OFFICIALS & DEVELOPMENT PROFESSIONALS 


June 22 — July 31, 1998 
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A UNIVERSITY OF 


Université Libre de Bruxelles 


CHAIR “STRATEGY AND ORGANISATION” 


CAMBRIDGE 


Department of Land Economy 


Assistant Director of Research 


in Rural Economics 


Applications are invited for the position of Assistant Director of Research 
in rural economics to take up office from 1 October 1998 or as soon as 
possible thereafter. An interest in agri-environmental modelling would be 
an advantage, but applications are not restricted to this area. The person 
appointed will have an established record of research and publication. 
Although the main emphasis will be on research, some contribution to 
graduate supervision and teaching in the Department will be expected. 
The appointment will be for a period of up to five years, with the possibility 
of reappointment subject to the availability of funding. 


The pensionable scale of stipends for an Assistant Director of Research is 
£19,371 p.a. rising by ten annual increments to £27,985 (under review). 


The Solvay Business School at The Université Libre de 
Bruxelles (ULB) announces the vacancy of a full-time 
teaching position beginning October 1st 1998, mainly 
responsible for the courses on strategy and organisation. 


The candidate: must be à doctor in business administration or 
in applied economics; must have a special know-how and be 
able to justify scientific publications in business strategy or 
organisation; must wish to implement in the school's 
management and development, in participating in the 
existing general or specialized post-graduate programmes, 
and/or in the activities of Executive Teaching; must wish to 
develop the School's research in the fields of the chair; must 
be capable of giving classes in French, immediately or within 
3 years time. 


Any additional information can be obtained by contacting the 
Chairman of the Solvay Business School, professor Michel 


Allé (phone: 32-2-204.32.24, e-mail: malle&planetinternet.be, 
Further details are available from the Secretary of the Appointments fax: 32-2-203.15.20). 
Committee, Department of Land Economy, 19 Silver Street, Cambridge, TU : ; 

CB3 9EP. (Tel: 01223 337147: Fax: 01223 337132 to whom applications ALI Mig dv will have to be submitted to the Rector of ULB 
(two copies), enclosing a curriculum vitae, list of publications and outline before May 10, 1998. 

of research plans, together with the names of three referees should be 
sent to arrive not later than 15 May 1998, Informal inquiries may be made 
to Dr lan Hodge, Acting Head of Department (Tel: 337134; e-mail: 
idh3@cam.ac.uk). Further information on the Department is available on 
http://www.landecon.cam.ac.uk 


The University is an equal opportunities employer. DEN KGL. VETERINAER- 


OG LANDBOHØJSKOLE 


KVL ci» 





COURSES 


BACHELORS-MasTERS-PH.D. 
Credit for work experience * No classroom 


attendance * Accelerated degree programs 
Send Resume for no cost evaluation 


Nashington Universit, 
PO Box 1138 - Bryn Mawr, PA 19010 
Fax: 610-527-1008 « E-mail: washuniv@op.net 





Professor of 
Environmental and 
Resource Economics 


KVL (The Royal Veterinary and Agricultural University 
in Denmark) invites applications for a newly established 
position as professor of Environmental and Resource 
Economics. The appointment will be effective from 





Earn Your Degree Now! 
BS, MA, MBA, Ph.D. 


Send resume for no-cost evaluation or fax 


y (505) 889-2750 










TTL insita 


Learn how easy it is to become a Certified 
Professional Consultant (CPC) in your 
own field. Write for free catalogue 


The Consultants Institute 
Dept EF., 30466 Prince William Street. Princess Anne, 
MD 21853 USA Fax (4109651 4885 












Open Days 
SEMS, UNIVERSITY OF SURREY 
Guildford, Surrey GU2 5SXH 
Tel: 01483 259347 Fax: 01483 259511 
E-Mail: sems @ surrey ac.uk i 
Www.sems.surrey.ac.uk 







HOTEL & TOURISM 
MANAGEMENT IN 
SWITZERLAND 
1 & 2 yr Diploma programmes 
Official IATA Tourism courses 


University Degree transfers 
Companies recruit on campus 


um» = Education 
3 * g » Switzerland 


- Swiss & US Diplomas 


E 


HOSTA 


Hotel & Tourism 
School 


Bachelor's Degree 
MBA, MS, MA 
* Paid Swiss & US internships 


The Office Admissions Tel +4121 963 7404 
Hotel Institute Montreux Fac +4121 963 8016 
15 Avenue des Alpes Emal himgihimch 
18200 Montreux Switzerland httpijwww him ch 


1854ec Leysin Switzerland 


1 24 493 1717 


email: hosta@woridcom.cn 
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April 1, 1999. The closing date for applications is June 
15th, 1998, 12.00 p.m. 


The duties of the new professor will primarily include 
research and teaching in the field of Environmental and 
Resource Economics, e.g. the theory of externalities and 
of reproducable and non-reproducable natural resources 
plus analyses of the actual policy pursued in the field 
and of the effects of the various instruments. 


The appointment will be in accordance with Danish 
Ministry of Education Directive 728. The chair is a salary 
scale 37 post and will be filled in accordance with the 
agreement between the relevant academic union and 
the Danish Ministry of Finance, KVL is willing to 
negotiate a personal salary increment to make the 
post carry a total annual salary of approximately DKK 
436,000.00 exclusive pension contributions. 


Potential applicants should request the complete 
recruitment advertisement for the professorship from 
professor Niels Kaergaard, tel. (+45) 35 28 22 64. The 
complete recruitment advertisement can also be found 
on KVL's WEB-site address http://www.kvl.dk/research/ 
Applications must state that a copy of the complete 
advertisement has been received. 
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UNIVERSITY of LIMERICK 


OLLSCOIL LUIMNIGH 





LA eee Ge WC 
RHODES UNIVERSITY 
| PETECHNIKON Where leaders learn 


PROFESSORSHIP IN INTERNATIONAL 
ENTREPRENEURSHIP, SOUTH AFRICA/IRELAND 


Applications are invited for the above post from leading international academics 
in the area of entrepreneurship who have a track record of teaching and research excellence and have demonstrated entreprenurial 
leadership and success in building technology-based enterprises. 


This new and challenging professorship is the result of a joint venture between the Foundation for Research and Development in 
South Africa, the Anglo-American De Beers Chairman's Fund and the University of Limerick, a leading provider of entrepreneur- 
ship education in Ireland, as well as internationally. The Professorship will be shared by the University of Limerick and its two 
South African partners, Rhodes University in Grahamstown and the Port Elizabeth Technikon. The incumbent will be a faculty 
member of these institutions and will divide his/her time between the three. 


The prime task of the incumbent will be to support and enhance the University of Limerick's activities in the field of entrepreneur- 
ship, with particular emphasis on entrepreneurial programmes in science, engineering and technology in the two South African 
partner institutions. 


The main outcomes of the joint initiative are expected to be a deepening of the understanding of the contribution which entrepre- 

neurship can make to socio-economic development in developing countries and the strengthening of the South African economy 

through the development of a greater capacity for entrepreneurial growth and job creation in science, engineering and technology- 
based businesses. 


The successful candidate will hold a doctoral level qualification in an appropriate subject area; will have demonstrated success in 
the entrepreneurship field and will be able to apply the University of Limerick's international expertise in the South African 
context. 


The appointment will be for an initial three year period, renewable for a further three years. 


Closing date for applications: 31 May 1998. Applications for the position should include a motivation and 
comprehensive CV and should be sent to: 


Dr Rocky Skeef 
Manager: THRIP 
Foundation for Research and Development 
PO Box 2600, Pretoria 0001 
REPUBLIC OF SOUTH AFRICA 
Fax: *27 12 481 4197 
email: skeef{@frd.ac.za or thrip@frd.ac.za 
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OPTIONS CONSULTANCY SERVICES 


EXPERTS IN REPRODUCTIVE AND 
SEXUAL HEALTH PROGRAMMING 


Options is a fast-growing company providing technical assistance 
(TA) and project management services in reproductive and sexual 
health. Since 1992, Options has been the British Department for 
International Development's (DFID) designated Resource Centre 
for its short-term work in reproductive health and related areas. 
Options is also providing long-term TA to projects in 10 countries in 
Africa, Asia, the Middle East and the Former Soviet Union. 


We are now looking to expand our portfolio of professionals for 
long and short-term assignments worldwide. 


In the context of reproductive and sexual health, we are seeking 
suitably qualified and experienced candidates with practical 


programming and management skills in the following areas: 

e health systems development; e health sector reform; e health 
economics and financing; * policy and strategy development: 
* organisational and institutional development. Specific areas 
of technical expertise required include: e safe motherhood; 


e AIDS/HIV/STDs; * supplies and logistics, e adolescent 
sexual and reproductive health; e social development. 


Experience of working with national governments at central and/or 
local levels is desirable. Responses from international and local 
consultants are welcome, and fluency in French and/or Spanish is 
an advantage. 


Applicants should send a CV including key areas of expertise to: 
Tracey Barnes, Options Consultancy Services 
6 Grafton Mews, London, W1P 5LF, UK 
Tel: +44 171 383 2494 Fax: +44 171 388 1884 
E-mail: info@options.co.uk. 











ECONOMISTS 
DEPARTMENT OF HEALTH 


The Government Economic Service is the largest employer of Economists in 
the UK with about 500 professional staff across all the major government 
departments, They play a prominent role in central government where their 
advice is key to the successful work of departments and the future of the 
country. 


The Department of Health has a temporary vacancy for up to one year 
starting this summer for an Assistant Economist to contribute to the 
development of policy on public health. 


If you have or expect to achieve a first or second class honours degree or a 
postgraduate qualification in Economics or related discipline with a 
significant economics content and have excellent communication and 
interpersonal skills, you may be surprised where it could take you. We are 
offering a real job with real applications that affect the lives of real people. 


The appointments will be for a period of up to one year in the first instance 
with the possibility of permanent appointment through Open Competition at 
a later date. The post is open to UK nationals, members of the 
Commonwealth, European Economic Area (EEA) members and certain non- 
EEA family members. Depending on your qualifications and experience 
your starting salary is likely to be between £15,750 and £20,250. The post is 
based in London. 


For further information telephone Kumud Shah on (0171) 972 5212. 
Applications in the form of a full CV and covering letter should be sent to 
Kumud Shah, Room 552C, Department of Health, Skipton House, 80 





London Road, London SE! 6RW 
Closing date for receipt of applications is May 9, 1998. 


applications regardless of gender, race, disability or sexuality. 








ActionAid works with some of the world's poorest communities in Africa, Asia and Latin America, helping them 


to help themselves to a more secure and positive future. 


Country Directors 


Our Country Directors provide vision, inspiration and team 
leadership to achieve our global objectives of developing 
community ownership, capacity and institution building, advocacy 
and appropnate emergency interventions. Our approach is 
characterised by excellence through our motivated and committed 
staff and ensuring full participation at all levels of the change 
process. We are seeking people of the highest calibre to direct our 
programmes in: 


KENYA/TANZANIA, SIERRA LEONE, UGANDA & BURUNDI 


Visionary leaders with exceptional communication skills, you will 
lead and manage our highly visible operations, developing and 
implementing our country programmes to ensure that projects are 
achieving our long term goals. 


A minimum of 5 years' senior managément experience in the 
development sector will be coupled with outstanding negotiating 
skills along with the ability to lead professional and highly 
committed teams. Sensitive and astute you will have proven 
strategic planning and organisational abilities, coupled with an 
analytical, financially adept approach. 


Interested in further information on ActionAid? Please visit our web site: 
www.oneworld.org/actionaid. 





The ability to build strategic alliances with local NGOs and other 
organisations and influence Government at all levels, plus have an 
understanding of the political, social and economic environment of 
the country that you are interested in, would be particularly useful, 
Relevant languages would be desirable, but French is essential for 
the Burundi position. 


We offer a challenging opportunity to make a difference for 
innovative and proven professionals and a salary in the region of 
£26,539-£27 684 with full international terms and conditions of 
service, if the appointment involves expatriation 

Please forward written applications with CV to: Ms Akila 
Kassam, International Human Resources Manager, 
ActionAid, Hamlyn House, Macdonald Road, London N19 
5PG, UK. Applications may also be faxed to (London) 
+ 44 171 263 7613 or e-mailed to ROSW@actionaid.org.uk. 
Closing date: 8 May 1998. Please note only shortlisted 
applicants will be contacted. 

We particularly encourage applications from all African 
nationals in the development sector, especially women. 


ow ACTIONAID 
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As an equal opportunities employer the Department of Health welcomes 





Experienced authors sought ASSET RECOVERY 


We are a leading publisher of market General manager for non-performing 
reports for the business community. We asset recovery project sought. 
are looking for authors who have Responsibility for managerial/financial 
industrial or financial experience and can control of all operations, reporting to 
demonstrate the sensitivity and flexibility | | Poad , & — internallexternal policy 
necessary to operate in several key "aio — á nna 
industrial sectors and at all levels in ee Sen atc sd ee 


s i expertise; Africa experience desired. 
Europe, Asia, North America and Latin Send CV to assetrec@acl.com 


America. or fax to 703-442-8699. 
Our reports are written to meet the needs 

of executive level managers, as well as 

consultants and other business and 

investment analysts. You should 

therefore have proven skills in writing r 

extended reports, gathering data, DCORORUM 
analysing and presenting statistics, and 
excellent interpersonal skills. 


We offer a competitive fee and the 
support of a major organisation with à CONTACT: 
wide international network of advisers A : 
and clients, Please send us, in Philip Wrigley 
confidence, your curriculum vitae and London 
details of your current rates: (44-171) 830 7000 
P.O.Box 4080 
Suzanne Hopkins 
The Economist Newspaper Ltd, New York 


25 St James's S 
ess soni phy (1-212) 541 5730 


TO ADVERTISE WITHIN 
THE CLASSIFIED SECTION, 


International Centre for Research in Agroforestry 2 


recruiting... ww 
an Agricultural Economist for the Sahel Programme RAF 


ICRAF is an international research organization supported by the Consultative Group on 
International Agricultural Research. ICRAF's ultimate purpose is to contribute to 
improving human welfare by alleviating poverty, increasing cash income, improving food 
and nutritional security, and enhancing environmental resilience through improved 
agroforestry in the tropics. 


The Programme 

The position, in ICRAF's research division, is in the interdisciplinary Natural Resources 
Strategies and Policy Programme. This is in ICRAF's regional Sahel Programme, which 
covers Burkina Faso, Mali, Niger and Senegal. The duty station is located at the office of 
the International Crop Research Institute for the Semi-Arid Tropics in Bamako, Mali. 


The position 

The position's objective is to conduct research on land use and agroecosystem dynamics, 
integrated assessment for natural resource management options, natural resource policy 
development and ecological, social and economic impact assessment. Hence the 
successful candidate will carry out these aims and will provide leadership for the Natural 
Resources Strategies and Policy Programme within the Sahel Programme. He or she will 
work in a multidisciplinary team with biophysical scientists, and will be expected to 
develop and strengthen collaborative links with national agricultural research systems, 
governmental and non-governmental organizations, the private sector and other 
international agricultural research centres in the region. 


The candidate 
The successful candidate should: 


have a PhD or equivalent in a social science relevant to natural resource strategy and 
policy research; strong analytical abilities and competence in quantitative methods 
and economic modelling are essential 

have a good record of publications in internationally refereed journals 

have at least 5 years postdoctoral experience, a significant part of it being field 
experience in participatory on-farm research in Africa 

have experience in interdisciplinary research teams and the ability to foster a 

team approach to research 

have the ability to work well in a cross-cultural and multidisciplinary environment 
be computer literate 

be a skilled communicator with excellent command of both 

English and French. 


Terms of offer 

An internationally competitive salary and benefits package is provided. The contract is for 
continuing appointment up to 10 years, subject to a |-year probationary period, 
satisfactory performance and adequate funding 


Applicants are invited to send a detailed curriculum vitae, including date of birth, salary 
details, and names and addresses of three referees (including telephone and fax numbers 
and e-mail addresses). All correspondence should be addressed to the Head of Human 
Resources, International Centre for Research in Agroforestry, PO Box 30677, Nairobi, 
Kenya; email: r.Jecuyer@icgnet.com, tel: +254 2 521450, fax: +254 2 521001. We invite 
you to learn more about ICRAF by viewing our Internet site at http://www.cgiar.org/icraf 


Women are particularly encouraged to apply. Applications will be considered until 30 
June 1998 or until the position is filled. 
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EXECUTIVES, JOB HUNTING IN ASIA: 


Contemplating a career search into, within or out of Asia? We can help 
you find a more rewarding position now! Take your first step towards 2 
brand new future by contacting us for free info. 


Career Tel. (662) 2674685 Fax. 2674688 
Email: cpasia@bkk. loxinfo.co.th 
f& Path 35/F Room A, 1249/212 Charoen Krung Rd., 
Asia Bangkok 10500 Thailand. 


Post-Doctoral Research Fellowships 


A network of European Institutions has just begun an EU-funded TMR research 
project on the subject of Foreign Direct Investment and the Multinational 
Corporation. Applications for post-doctoral fellowships of up to three years are 
invited from researchers who have recently completed or are close to completing 
their PhD and who wish to undertake independent research in this area. 
Applicants will not be a national of the state in which the institution to which they 
are applying is situated. 


The participating institutions and team leaders are: Riccardo Faini, Centro Studi 
Luca d'Agliano (Milano, Italy); Helen Louri, Athens Institute of Economic Policy 
Studies; Frank Barry, University College, Dublin; Victor Norman, Norwegian 
School of Economics and Business Administration (Bergen, Norway); Massimo 
Motta, Universitat Pompeu Fabra (Spain); Magnus Blomstróm, Stockholm 
School of Economics; Anthony Venables, London School of Economics; Centre 
for Economic Policy Research (London). 





Further information can be found at: http://www.cepr.demon.co.uk in both the 
current projects and the vacancies section. 


Please send a CV with names of 3 referees and a personal statement in 
support of application to: Alison Ferguson, CEPR, 90-98 Goswell Road, 
London EC1V 7DB. Applicants should also specify which institutions they 
wish to be considered by. 








ActionAid works with some of the world's poorest 
communities in Africa, Asia and Latin America, helping them 
to help themselves to a more secure and positive future. 


Coordinator - Africa 
(based London) £27,773-£28,384 


In an increasingly decentralised, proactive organisation, 
ActionAid needs strong representation of the Africa region 
both internally and externally. Reporting to the Africa 
based Director, this senior UK based post will act as 
facilitator and main point of liaison for all UK departments, 
and provide management support to our Africa 
programmes. You will be responsible for providing a highly 
effective communication, problem-solving and support 
service and will take an active part into the development of 
programmes of work relevant to the Africa region. 


Considerable overseas development expertise will be 
coupled with a knowledge of social-political and 
economic developments in Africa. Your 5 years plus 
senior management experience will encompass policy 
research, advocacy and significant networking talent. 
Sound analytical skills, all round written and oral 
communication ability are essential as is experience of 
working in a multicultural, diverse environment 


For further information please contact us, quoting ref: 
450/E, via either email:Kathf@actionaid.org.uk or Fax 
+44 (0) 171 263 7613. Closing date: 8 May 1998. Please 
note, only shortlisted applicants will be contacted. 


Charity no. 274447 (2 


ACTIONAID 


DDOMUNMES Empa 
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APPOINTMENTS 








The train of success is departing 
but where’s your ticket? 


At Resume Broadcast International your ticket is but a phone call 
away. Let our expert staff custom tailor your international job search. 
If you are a 40+ year old senior executive earning $100K+ annually 
our services can prove invaluable to you. We are available 24 hours 
a day, 7 days a week, so why wait another minute? Contact us at 
Tel: (909) 866-4213, Fax: (909) 866-4244 or E-mail: 
102224.3306@compuserve.com. 


Resume 4 
Broadcast € 
International 










Resume Broadcast International 

PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Tel: +1 (909) 866 4213, Fax: *1(909) 866 4244 

Email: 102224.3306 @compuserve.com 



















TECHNISCHE 
UNIVERSITAT 
DRESDEN 


At the Faculty of Economics and Business Management of the Dresden University 
of Technology is to fill a vacancy as a 


Professor in International Economics 

According to the profile of the faculty, a theoretical and quantitative oriented bias in 
macroeconomics research and teaching is desired. Expected is the autonomous 
representation of the subject in research and teaching as well as the participation 
on the self-administration process. Appointments require qualifications according to 
§ 51 SHG of 4.8.1993. Qualified female scientists are encouraged to apply. 
Severely handicapped applicants with equal aptitude have to be preferred. Please 
send your application with a photograph, your curriculum vitae, a statement of your 
scientific development, a list of your scientific works and an attested copy of the 
certificate of your highest academic degree before 29 April 1998 to: Dresden 
University of Technology, Faculty of Economics and Business Management, 
Prof. Dr. Werner Esswein, D-01062 Dresden, Germany. 



















CONFERENCE FRANCHISE 


PTT ENALY Mam AA L E OA BATY 
ME os 


& PAINEWEBBER 


Introduce: 


MASTER 
FRANCHISE 


Business & Investment OPPORTUNITIES 


OPPORTUNITIES in and for ITALY 


May 28-29, 1998 in Milan, Italy 
Leam the latest strategies for gaining access to Int'l 
markets 
° Sources of Int’! Finance 
Equity Investments 
Int’) Barter & Countertrade 
Technology transfer 
Global opportunities 
Register by: 
Intemet: www.ibc-consult com 
E-mail: chapliniibc-consult.com 
Fax: USA 703-820-2720 
Mail: IBC, 5148 Leesburg Pike, Alexandria, Virginia 
22302 USA. 
Or call Dr. George Chaplin at 703-845-9567 


Li 
This unique franchise 
delivers educational 
and entertaining 
hands-on activities which 
stimulate children’s 
interest in science. 


Programs run indoors/outdoors, 
in schools, museums & theatres, 
for Classes, Parties & Events, 
Low overhead, high margins & 
excellent growth prospects. 
For qualified candidates. 
Extensive training and support. 


See us at the German Franchise 
Expo Frankfurt April 23-26 


London Hotel Schoolf! 
Tomorrow 9 managers 
Start here 1 Bedford Avenue 


London WC1B 3DT 
Tel: 44 (0)171 665 0000 
Online: Londonhotelschool.com 


The Mad Science Group 
TEL: (USA) 805 379 3599 
FAX: (USA) 805 379 0089 

www Minihane@adnetsol.com 





THE ECONOMIST APRIL 18TH 1998 





BUSINESS & PERSONAL 








U.S. Green Card (No Job Offer) 


APRIL 18 - 20, 1998 


America’s leading medical and scientific 
immigration law firm is coming to London 
DOBKIN & SHERMAN, P.C. will be in London, UK. on 
Saturday, Sunday, and Monday, April I8- Apni 20, 1998 
If you arc interested in arranging for a personal 
consultation, please fax or e-mail us for a reservation form. 
Tel. 001 -248-855-8600 Fax 001-248-855 -9788 
e-mail xgreencardiaaol com 





TRAVELLING 
TO NEW YORK? 
Bed & Breakfast Service offers 200+ 
apartments, all in fashionable areas. 







Rates $90-300 p/n. 

Corporate Specialists 
Bed of Roses Ltd, 800 5th Ave. NYC 10021 
Tel: (212) 421-7604. Fax: (212) 935-0617. 

















Save 30-70% on International Calls 


“Justice rated #1 in Callback service." j3 









1997 International World Leg Rates: (US$) 
Telecommunications Association. j : ^ E 
* Business, residential, Korea 49 
and cellular savings. Taiwan 9. 
7. e Earn Free air travel with Venezuela. 43 — 


WorldMiles program. mg 5 v 
Belgium 


* Join the prestigious 
Justice Agent program. 





It's just what you're looking for. 


Mention this ad for a sign-up bonus. Agent inquiries welcome. UK 


46 
Czech Republic — 25 — 
Germany w 
italy as 
Netherlands 330 
Norway 4i 
Russia 36 

46 

.o8 


1-310-526-2200 1-310-526-2100 fax 


www. jUSstic ecorp.com 


United Nations Industrial 
Development Organization 


SOUTHERN AFRICA 
REGIONAL INVESTORS’ FORUM 


(Botswana, Lesotho, Mozambique, 
Swaziland and Zimbabwe) 


16-19 June 1998, Maputo - Mozambique 
Hotel Rovuma Carlton 


HAN 
UNIDO 
PHW 


M 


* supportive investment climates 


* gateway to SADC and COMESA markets 
* untapped natural resources 


A unique opportunity to discuss more than 80 business opportunities 
pre-screened by UNIDO in horticultural and agro-based industries, 
manufacturing, tourism and mining with local investors and to meet 
senior government officials responsible for investment promotion. 


For further information and list of opportunities please contact: 


UNIDO 
Regional Coordinator 
Investment & Technology Programme for Africa 
PO Box 300 
A-1400 Vienna, Austria 
Tel: +431 211 31 3896 or 4866 
Fax: +431 211 31 6806 or 6808 
E-mail: africainvest@unido.org 
Internet: / /www.unido.org /investopps 
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BUSINESS & PERSONAL 














LUCRATIVE HOME BASED BUSINESS 
6/7 figure income not MLM. Serious 
people call 0181 236 4984 and listen. 





U.S.A. CORPORATIONS 
& LIMITED LIABILITY COMPANIES 
Foreign Ownership Allowed. Corporate 
Liability Protection. Flow-Through Taxes. 
Free Information Packet 
CORPORATE SERVICE CENTER, INC. 

1475 Terminal Way, Suite E 
I Reno, NV 89502, U.S.A. 
702-329-7721 * FAX: 702-329-0852 


100 ways to Legally Obtain a 
SECOND 
TAX-FREE 


Bean a aa E n PASSPORT 
formation and administration FRE E RE PO RT 


OP ESsAOR ms 








FREE CASH GRANTS! College. 
Scholarships. Business. Medical bills. 




















of companies Reveals The Insider Secrets of http://www. CorporateServiceCenter.com| Never Repay. Toll Free 1-800-218- 
opening of bank accounts Visa Free Travel CNISVZYXSYENCEAVAXSINXIBISWN 9000 Ext. G-4265 US Only. 
tel/fax/mail forwarding services isa Free ifave 
LA Alternate Citizenshi 
110) WEARER ekg ted E ne oc p GOVT FORECLOSED homes from 
Tel: (361) 217.96-81. 1654-13 Tax Free Living OFFSHORE pennies on $1. Delinquent Tax, 
Fax: (361) 217-44-14 For your FREE 16 page Report contact: Private Bank for Sale Repo's, REO's. Your Area. Toll Free 
[ E-mail: laveco @mail.matav.hu Scope International Ltd, Box No 6977 call for FREE report!!! (1) 800-218-9000 Ext. H-4265 for 
"Bub dus nam PORI aain Forestside House, Rowlands Castle, current listings. 
ee OEE rae Hants, PO9 GEE, England, UK. Call: 310-376-3480 (USA) 
[ | Languages spoken: English, Tel: +44 1705 631751 Fax: 310-798-3842 (USA) e. 
: Fax: +44 1705 631322 2ND PASSPORTS / Driver's Licences 


French, Russian, Bulgarian E-mail: whe@ibm.net | Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax: +3120-5241407; E-Mail: 
100413.3245@compuserve.com; 


http:/Awww.global-money.com 


E-Mail:scopemail@compuserve.com 
Internet: http://www. britnet.co.uk/scope/ 

















IMMIGRATION TO CANADA. 
Canadian Immigration Lawyer will 
prepare Visa application and conduct 
job search for prospective immigrants. 
Very reasonable fees. Leonard 


CANADIAN (FUSED) HOMES INC. 
INTRODUCES 











EXCEPTIONALLY AFFORDABLE HOMES Simcoe, Ref. E. 1255 Laird Blvd., IMMIGRATE TO CANADA 
352 = #208, Mt, Royal, Quebec, Canada “We Can Help 
Canadian (Fused) Homes Inc. has developed a unique housing system H3P 2TI. Fax (514) 739 0795. 25 Vonet Baratos in sign Matters 


combining the latest technology with highly efficient building techniques to Email: 76143.2031(Qcompuserve.com 


http://www.somjen.com 
Email: somjena@ somjen.com 
Suite 810, 1240 Bay Street, 
Toronto, Ontario, Canada, MSR 2A7 
Tel: (416)922 8083 Fax: (416)922 4234 
"We Can Help’ 


create some of the most innovative homes for world-wide export. 





To find out more about our distinctive homes call: 


Telephone: (905) 761-7364 Facsimile; (905) 761-0967 
Email: mnavarro@gbc.gbrownc.on.ca 


or write to us at: 


CANADIAN (FUSED) HOMES INC. 
160 Cidermill Avenue, Unit 1, Concord, Ontario L4K 4K5, Canada 


kallback 


ng You to 







Serviced Apartments offering Best Value for Money 
Unbeatable location in South Kensington 






2 person apartment from £70 per night 
4 person apartment from £115 per night 


NEW AUTHORS 









Tm 7 PUBLISH YOUR WORK 
Len DON ALL SUBJECTS CONSIDERED: 
Tourist Board Commended Fiction, non fiction, Biography, Religious, 


|! ASHBURN GARDEN APARTMENTS 
3 Ashburn Gardens, London SW7 4DG. U.K. 


ax ++ 44.171 370674 
AR p N 


Poetry, Childrens, 
AUTHORS WORLD-WIDE INVITED. 
WRITE OR SEND YOUR MANUSCRIPT TO:- 
MINERVA PRESS 
2 OLD BROMPTON RD. LONDON SW7 3DQ 





fero 





OO 





SAVES YOU MORE 
)N INTERNATIONAL CALLS! 


BE 
NewWorid E OF DECEPTIVE ADVERTISING 
Sare not just for the first n. 
RATES TO THE U rst month, 


US cr; eee Most new customers are 
France......30€ referred by satisfied 









T o. qu 
[MEE 
"m T 
"s 









noo eens 











n 





ex 
- | 
"tf 


Germany ....24€ NewWorld users 


Haly........ 38€ 
Netherlands, 3ie| | Noweam 20% by 


Tim dere 


Switzerland . . 29€ referring a friend 
Brazil....... 69€| Numerous Special Services Included 


Malaysia ....54€ - No Extra Charge - 


Call: 201.287.8400 Fax: 201.287.8434 
In the U.K. Call: 44.171.360.5037 Fax: 44.171.360.5036 
economist? newworldtele.com http://www.newworldtele.com 


Business to Business agents welcome | 
201-287-8400 RID 








* Agents Wanted Call 1-206-378-2816 * 
Tel: 1.206.599.1992 * Fax: 1.206.599.1982 


417 Second Avenue West * Seattle, WA 98119 USA 


www.kallback.com * Email: info € kallback.com TELECONMUNICATIORNS 





1402 TEANECK ROAD + SUITE 114 + TEANECK, NEW JERSEY + 07666 + USA 
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BY CPA IN LONDON 
US/UK tax return service and US/UK 
tax advice + full accounting services 
for US citizens and US ‘green-card 

holders living/working abroad 

Serving individuals and corporations 


I. N. MOKHTAR FCA CPA 
Telephone (01273) 561195 











|... START YOUR OWN ^ ^ 
IMPORT/EXPORT AGENCY 


' No capital or exp. req. No risk. Work 

from home. Part/Full time. Help Desk 
Established 1946. Clients in 120 countries 
Free Booklet. 


WADE WORLD TRADE 
Dept 2c24 50 Burnhill Road 
Beckenham Kent BR3 3LA 

Tel: *44 (0) 181 650 0180 (24hrs) 
Fax. *44 (0) 181 663 3212 
http-//www.wadetrade com 

ss Ss Se ee .-— T" ww K€— ww ?- wo ow 





2nd PASSPORTS 





OFFSHORE COMPANIES 


For confidential, professional service, 
contact: 







Maritime International Ltd. 
P.O. Box WC166, Bay View Place, 
Crosbies 
St. John's, Antigua, West Indies 
Tel *1 (268) 461-2024 
Fax *1 (268) 462-2718 
Email: maritime@candw.ag 


TAX 
FREE 


USA COMPANIES. 
PRIVACY PROTECTED! 


For FREE CONSULTATION 
and our Brochure contact: 


GL BAL 


BUSINESS SOLUTIONS, INC. 
Phone.: USA+(619) 578-7541 
FAX: USA+(619) 578-0238 
E-mail: gbs@millennianet.com 









U.S. CORPORATIONS AND 


LIMITED LIABILITY COMPANIES 
(LLCs) SET UP INSTANTLY IN 
DELAWARE, OR OTHER STATE, BY 
PHONE, FAX or INTERNET 





Your headquarters may be anywhere in the 
USA or other country. No minimum capital 
requirements. No lawyers necessary Most 
major corporations are incorporated in 
Delaware. FREE Delaware Incorporation 
Handbook (7th Edition), Registered agent, 
shelf corporations, legal office address in 
Delaware and mail forwarding. Independent 
offshore agents wanted. VISA/MC/AMEX 
CALL ANYTIME Tel: 1.800.423.2993 
(toll free) or «302.996.5819 
Fax: 1.800.423.04523 (USA/Canada only) 
or Fax: «2.996. 5818 
E-mail: inc. info? delbusinc.com 
Internet: http://www.delbusinc.com 
Delaware Business Incorporators,Inc. 
3422 Old Capitol Trail, Dept. TE 
Wilmington, DE. 19808-6192 


ee aei ette agere ie o t ERA - Dec 
estat tei Gm Gin iren Gn ub um a ee me Go es OR ed GED es min m 
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- UK& Offshore | 


Company Specialists 





The Company Store is one of thé 

la IPESE esta bt hed p rove ronal hrmi 

pe ing in UK ana 

INTE RNATION AL company 

formation and associated service 

e oy advice 

* Free colour brochure 

* Free name check 

Full nominee & domicilation & 
associated services 

* Ready made & own choice of 
name Co's 

* We undertake to refund the 
difference, if you con obtain the same 
services elsewhere at a lower cost 





| FREEPHONE (UK) 0800 26- 26- 71 
THE COMPANY STORE 


Harrington Chambers, 26 North John Street 
Liverpool L2 9RU, UK. 

Tel: +44 151 258 1258 Fax: +44 151 236 0653 
E-mail: enquiries @ companystoreworldwide.com 
Visit our web site at: 
hitp:/ /www.companystoreworldwide.com 


Offshore 
Companies 


Tax Planning 


We incorporate and provide management 
services in all leading jurisdictions. 
Offshore structures can cut taxes and offer 
significant asset protection 


For further information, please contact 
INTERNATIONAL COMPANY 
SERVICES LIMITED 
ISLE OF MAN - DIANE DENTITH - FCIS 
TEL: + 44 1624 801801 
FAX: + 44 1624 801800 
E-Mail: iom@icsl.com 
GIBRALTAR - STEVE ROWLEY 
TEL: + 350 76173 
FAX: + 350 70158 
E-Mail: gib@icsl.com 
HONG KONG - SIMON HANLEY 
TEL: + 852 2542 1177 
FAX: + 852 2545 0550 
E-Mail: hk@icsl.com 
SOUTH AFRICA - ANIKA SAVONA 
TEL: + 27 21 418 4237 
FAX: + 27 21 418 2196 
E-Mail: icssa@iafrica.com 
UK - MS PEYMAN ZIA 
TEL: + 44 171 493 4244 
FAX: + 44 171 491 0605 
E-Mail: uk@icsl.com 
USA - JERRY BAKERJIAN - BBA 
TEL: + 1954 943 1498 
FAX: + 1954 943 1499 
E-Mail: usa@icsl.com 


http: //www.ICSL.com 








WORLD WIDE 


No. 1 OFFSHORE 

COMPANY AND 

TAX PLANNING 
SPECIALISTS 


Since 1975 our worldwide staff of 
over 275 multi-disciplined 
professionals including lawyers, 
chartered accountants, chartered 
secretaries, and bankers have 
provided confidential and cost 
effective company formation in all 
the major low tax areas 


Through our network of international 
offices we are able to provide 


© A choice of over 750 ready-made 


© BAHAMAS 

e BELIZE 

© BV ISLANDS 

@® DELAWARE LLC 

© GIBRALTAR 

© HONG KONG 

€ HUNGARY $1995 
e IRELAND £225 
@® ISLE OF MAN £250 
| JERSEY £495 
€ MADEIRA $2250 
€ MAURITIUS $500 
@® NEVIS $575 
e SEYCHELLES $350 
Other Jurisdictions & Offshore Banks 

Available on Request 

LUXEMBOURG - EVELINE KARLS 
Tel: +352 224 286 Fax: +352 224 287 
FINLAND - JENNY KOMPULAINEN 
Tel: +358 9 6969 2569 Fax 
HUNGARY - LASZLO KISS 85« (Econ) 
Tel: +36 1 351 9959 Fax: +36 1 351 9958 


CYPRUS 


+358 9 6969 2565 


CHRISTODOULOS VASSILIADES Arorney-at-iaw 


Tel: +357 2 473211 FAX:+357 2 463463 
SINGAPORE - DIANA BEAN 
Tel: «65 535 3382 Fax: «65 535 3991 
HONG KONG 
RAYMOND CO MBA MLIA (Dip) 
Tel: +852 25220172 Fax: «852 25211190 
SHANGHAI - BART DEKKER uM 
Tel: «86 21 6248 4355 Fax: +86 21 6248 1421 
USA WEST — AICS Ltd. 
KEVIN MIRECKI Atc 
«1714 854 3344 Fax: +1 


reyst Law 
14 854 6967 
For Immediate Service & our Free 110 
Page Colour Brochure Contact 
ISLE OF MAN - C W FORSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 

Isle of Man, Great Britain, IM99 4EE 
E-mail: economist@ocra.com 
TEL: «44 1624 815544 
FAX: «44 1624 817080 


LONDON - RICHARD COOK, BSc 
Tel: «44 171 355 1096 Fax: +44 171 493 4973 


1$09002 CERTIFICATED 


Toll Free From USA: 
1 800 283 4444 
Freephone From UK: 
0800 269900 


Offshore Information on 
www.ocra.com 


e! P amem * 


OFFSHORE 
COMPANIES 


BY LAWYERS 


SCF is one of the world's largest tax 
planning practices. Fully owned and 
operated by lawyers and accountants. 
All our consultants are professionally 
trained and will ensure your affairs will 
be dealt with in an atmosphere of 
utmost privacy and confidentiality. 


WORLDWIDE OFFICES CAN 
"T PROVIDE E 


€ BANK INTRODUCTIONS 

€ FULL NOMINEE FACILITIES 

© FOUNDATION REGISTRATION 

€ TAX PLANNING ADVICE FROM QUALIFED 
LAWYERS & ACCOUNTANTS 

€ COPYRIGHT & PATENT REGISTRATION 

@ ASSET PROTECTION TRUSTS 

€ VESSEL/YACHT REGISTRATION 

© FISCAL MIGRATION/2ND CITIZENSHIP 


LOWEST 1" YEAR 
& ANNUAL FEES 
GUARANTEED 


For confidential & friendly advice please contact 
LONDON OFFICE 
90-100 SYDNEY ST, 
CHELSEA, LONDON; 

SW3 6NJ 
TEL: : 171-352 2274 


FAX: + 171-873 9688 
E-mail: offshore@scfgroup.com 


FREEPHONE: 0800 262 856 
www.scfgroup.com 


DUBLIN OFFICE 
27-29 LWR PEMBROKE ST, DUBLIN 2 
TEL: + 353-1-662 1388 
FAX: + 353-1-662 1554 
E-mail: offshore@scfgroup iol.ie 
her | ffi 
Athens, Budapest, Lisbon, Monaco, Moscow, 
Nicosia & Sofia 


For a free colour brochure on 
how you can save taxes please 
complete this coupon below: 


Name - 


Address 





Code 








. Tel No 
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OUTPUT, DEMAND AND JOBS Revised figures show that Japanese industrial production 
fell 3.6% (not 3.1%) in the year to February. In the same period industrial output growth 


slowed to 5.5% in Belgium and 4.9% in the Netherlands. Spain's jobless rate fell to 19.8% in the 


first quarter, a 5'z-year low. Unemployment also fell in Canada and Sweden in March. 














"dunt env The Economist poll Industrial Retail sales Unemployment 
GDP GDP forecasts production (volume) % rate 
3mths! 1year 1998 1999 —  3mths! 1year 1 year latest year ago 
Australia * 18 «3604 «32 + 31 +32 927 04 + 40 04 82 Mar 8.7 
Austria na +13 196 «26 «26 -15 + 88 Aug - 30 Nw 7,3 Mar 70 
Belgium +20 «29935 +27 +28 na + 55 Feb* - 43 Nw 125 Mar 13.1 
Britain +25 «2904 423 +19 -23 -02 fe +45 Feb 49 Fett 62 
Canada +30 «4204 +33 +28 -08 +14 an +37 Nov 85 Mar 93 - 
Denmark +45 «44$ +29 +27 +66 +76 an +25 de 71 heb 83 
France 431 «3204 +28 «27 +49 + 65 ian + 4B lan 12.1 Feb 12.5 
Germany +11 +24 Q4 *28 427 * B5 + 43 Feb - 27 jan 115 Mar 112 
Italy 407 «2804 +23 +29 +30 + 19 Feb + 07 De 12.0 Jan 12.1 
Japan -07 -02 a4 nil + 1.0 -64 -36 Feb - 20 un 36 fe 33 
Netherlands +41 +3604 +33 +32 +70 + 49 Fe 4 35 Od 49 re** 61 
Spain +37 +3604 435 +35 +10 + 43 Jan na 198 Qi* 217 
Sweden +92 «3304 «29 429 +90 + 3.9 Jan + 73 Jan 64 Mart 84 
Switzerland +19 «2004 +17 +21 na + 68 Q3 + 15 Feb 46 Mat 5.6 
United States +37 «3704 +28 +23 +46 449 Feb + 38 Feb 47 Mar 52 


“Not seasonally adjusted. ‘Average of latest 3 months compared with average of previous 3 months, at annual rate. **Dec-Feb. TTILO rate 6.6% Sep-Nov 
&New senes 





PRICES AND WAGES American consumer prices were unchanged in March; the annual 
inflation rate stayed at 1.4%. Producer prices fell for the fifth month running and were 1.8% 
lower than in March 1997. In the year to March producer prices fell 1.1% in Japan and rose 
0.2% in Germany. Japanese wages rose 0.3% in the year to February, a fall of 1.6% in real terms. 


% change at annual rate The Economist poll 

Consumer prices* consumer prices forecast Producer prices* Wages/earnings 

3mths! 1 1998 — 1999 3 mths? 1 year 3mths! 1 year 
Australia +10 -02 Q4 414 422 +26 +18 04 +64 +39% 
Austria +17 + 10 Feb +16 «18 «13 «05 Mx na na 
Belgium +08 «10Mea* +16 +19 -49 +04 Fe nl + 3.2 Q4 
Britain +12 + 3.4 Feb +31 427 +09 + 1.0 Ma +72 +45 hn 
Canada +22 + 1.0 Feb +15 +19 -03 +05 Feb +89 + 18 Jan 
Denmark +02 + 2.1 feb +23 425 -33 +09 Feb +3.1 +39 Nw** 
France +01 +08MeS +12 «17 +01 + 09 De «22 +2900 
Germany +09 + 1.1 Mar +16 +21 -06 +02 Ma na + 08 jan 
Italy 423 + 1,7 Mar +20 +23 +13 + 1.3 feb +17 + 24 Feb 
Japan - 26 +19 Fe «05 +03 -29 -1.1 Mr — n + 03 Fer 
Netherlands +43 +23 Mar +21 +24 -22 +12 Fe +22 + 3.0 Jan 
Spain +14 + 18 Mar +21 +26 -17 +05 feb +32 +29 Qa 
Sweden na + 10 Mar +16 +19 -03 + 1.6 fe +73 + 3.7 Dec 
Switzerland + 03 nil Mar +06 + 12 -30 - 07 Ma na + 05 1997 
United States +05 + 14 Mad +18 +24 -40 - 18 Ma +41 40 Ma 


*Not seasonally adjusted. Average of latest 3 months compared with average of previous 3 months, at annual rate. * "New senes. SNew weights 
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mom COMMODITY PRICE INDEX 
For the first time in two de- 
cades, palladium is more valuable than 
gold. Palladium was fixed at $328.50 an 
ounce in London on April 15th, an 18-year 
high. Prices have almost doubled this year 
because exports from Russia have dried 
up. Russia usually supplies two-thirds of 
the world's palladium; most of the rest 
comes from South Africa. Political wran- 
gling in Russia has delayed the granting of 
export licences again this year. An absence 
of Russian exports in the first half of 1997 
also forced prices sharply higher. Palla- 
dium is used in the electronics industry to 
make capacitors, as well as in catalytic 
converters. Manufacturers are beginning 
to look for cheaper alternatives. 


——— o 








* Provisional. | Non-food agriculturals 





E ECONOMIC GROWTH The Irish 
economy will continue to be the rich 
world's star performer this year and next, 
according to the IMF's latest World Eco- 
nomic Outlook. It forecasts that Ireland's 
GDP will grow by 8.2% in 1998 and 6.8% in 
1999. But the mF has become less san- 
guine about the prospects for the world 
economy, mainly because of the East 
Asian crisis and the downturn in Japan. It 
has revised down its forecast for world 
output growth in 1998 to 3.1% from 4.3% in 
October. It now expects no growth in Ja- 
pan this year and GDP to fall by 0.8% in 
South Korea, 3.1% in Thailand and 5% in 
Indonesia. Growth is forecast to remain 
strong in America (2.9%) and Canada 
(3.2%), while accelerating in Germany (to 
2.5%) and France (to 2.9%). 


% increase on a year earlier 


@ 1998 forecast 
© 1999 forecast 








100 











1990=100 % change on 
Apr7th Apri4th* one one | 
month year | 
Dollar index | 
All items 98.1 994 - 08 -161 
Food 114.9 1162 - 12 -148 
Industrials "7 ru 
Ali 83.4 847 - 04 -176 
Nfa 98.2 99 - 07 -224 | 
Metals 74.5 767 -02 -134 
| Sterling index | 
All items 105.0 1052 - 17 -191 | 
Food 123.0 01231. = 21.1758 
Industrials 
All 89.3 897 - 24 -205 
Nfa? 105.2 1037 - 16 -252 
Metals 79 B 812 - 11 -165 
SDR index 
All items 99 7 1001 - 09 -149 
Food 116.8 1194. = 92. 5196 
Industrials 
All 84.9 853 - 05 -164 
Nía 99.9 987 - 07 -214 
Metals 75.8 273. — Of) —122 
Gold | 
$ per oz 307.05 30895 +50 - 97 | 
Crude oil North Sea Brent | 
$ per barrel — 1374 1363 +131 -242 | 
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STOCKMARKETS Share prices on Wall Street continued to soar. The Dow Jones Industrial 
Average closed above 9,100 for the first time on April 14th. Stockholm recorded the biggest 
rise in the week to April 15th, rallying 3.8% to an all-time high. Madrid slipped back by 1.4%. 


Share price indices 
1998 
Apr 15th high low 
Australia 2,870.5 2,870.5 2,542.4 
Austria 1,503.2 1,549.4 1,245.7 
3,082.9 3,082.9 2,405.0 
Britain 6,074.1 6,105.8 5,068 8 
Canada 7,817.7 7,817.7 6,240.0 
Denmark 768.6 778.8 667.1 
France 2,504.0 2,550.2 1,873.1 
Germany 5,388.5 5,388.5 4,087.3 
Italy 1,612.5 1,654.4 1,053 2 
16,299 3 17,264 3 14,664.4 








Netherlands 1,177.3 1,185.5 

903.3 938.8 
Sweden 3,760.0 3,760.0 
Switzerland 7,616.3 7,827.7 
United States 9,162.3 9,162.3 
World® 1,097.2 1,097.2 





892.0 
632.6 
2,853.1 
6,062.1 
7,580.4 
896.5 











% change on 
one one record Dec 31st 1997 
week year high in local ins 
currency terms 
+ 2.0 +193 nil + 97 * 94 
- 06 +284 =- 135 + 161 +162 
+ 07 +445 nil + 275 +273 
+ 03 +414 - 05 * 183 «21.1 
* 33 *348 nil * 167 * 16.1 
- 05 «452 ^ - 13 + 137 *136 
* 05 +418 - 18 + 28.7 +285 
* 23 +607 nil + 268 +269 
+ 3.0 +108.4 - 25 * 53.1 +523 


- 05 
+ 17 
- 14 
+ 38 
+ 04 
+ 30 
+ 2.0 





- 96 


*614 
«854 
+39.0 
+647 
+372 
+ 35.2 
*Morgan Stanley Capital international index includes above markets and seven others, in dollar terms 





~ 58.1 
- 07 
- 38 

nil 
= 27 
nil 
nil 





+ 





+ 
+ 
+ 
+ 
+ 
+ 





6.8 
28.9 
42.8 
25.3 
21.6 
15.9 
17.1 


* 74 
+29.1 
+426 
+283 
* 190 





+159 


+17.1 





MONEY AND INTEREST RATES Bond markets mostly had a quiet week. Italian three- 
month interest rates continued to fall towards German levels in the run-up to EMU. French 











money-supply growth accelerated sharply in February. 4 
4 
Money supply* interest rates % p.a. (Apr 15th 1998) 198586 87 88 89 90 91 92 93 94 95 96 97 j 
% rise on year ago over- 3-mth money market banks bond yields Eurocurrency 
narrow broad night — latest year ago prime gov't’ corporate 3mths bonds XU PEG 4 
typical cumulative default rates 
Australia 4121 +64 re 500 4.75 6.03 875 562 595 494 532 | rir vig ddndi 
Austria *47 «1104 338 3.65 3.43 650 495 na na 551 By rating, over 15-year period, % 5 
+76 +64 m 3.37 3.69 3.19 725 493 496 372 458 [ccc (—8 C388 MB y $ 
Britain +72 +98 rb 7.25 744 6.38 825 575 636 741 607 [A [AA MEN AAA E 
Canada +13.6 +46 rb 468 455 3.22 650 528 6.02 481 5.05 
Denmark na +33 ua 3.85 3.89 3.60 625 499 7.06 386 472 ' 
France $4111 443 feb 3.38 3.57 3.25 655 486 5.03 358 456 
Germany +53 43.4 feb 3.53 3.63 3.25 495 480 481 359 451 h: 
Italy +84 +88 rb 5.81 4.76 7.00 825 5.11 546 594 479 | 
Japan +88 +45 Mar 0.46 0.59 0.44 163 183 152 069 121 
Netherlands — «75 +72 0« 338 347 3.09 525 485 525 3153 453 
Spain 4119 431 feb — 375 441 5.52 725 497 5.32 438 462 " 
Sweden na +30 fe 4.25 449 4.01 5.08 513 5.26 461 495 
Switzerland +85 +16 len 1.06 1.38 1.81 313 307 3.24 128 223 
United States -03 +94 feb 563 5.49 5.71 850 559 6.67 5.63 5.59 
f Ten-year bond rates (old series: Britain 15-year 5.73%, United States 30-year 5.89%). tApril 3rd 7T B 9 10 f! 12 13 14 15 +, 
“Narrow M! except Britain MO, broad: M2 or M3 except Britain M4. Sources: Banco Ambroveneta, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, Chase Maturity of debt, years 
Manhattan, CA IB investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale. | P Morgan, Paribas, Royal m 
Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, DatastreamACV. Rates cannot be construed as banks’ offers - 4 
TRADE, EXCHANGE RATES AND RESERVES Japan's visible-trade surplus rose in February thanks to a sharp fall in imports; its 12-month 2 
current-account surplus widened to $102.9 billion in February. The yen recovered in the week to April 15th. Its traded-weighted value rose x 
2.0% after the Bank of Japan intervened. The Australian dollar fell 2.4% on expectations of an interest-rate cut. k 
Trade balance*, $bn Current account, $bn Exchange rate Currency units per $ Currency units Foreign reserves? $bn l 
latest latest 12 latest 12 mths trade-weighted! Apr 15th year ago perf perDM  perecu latest year ago 
month months Apr 15th year ago 34 
Australia - - 024 feb + 13 - 133 Q4 84.9 97.5 1.54 1.30 2.59 0.86 170 165 feb 140 
Austria - 072045  - 56 - 3.9 Dec 102.6 103.2 12.6 12.2 213 7.03 13.9 20.1 jan — 221 f 
Belgium - 0.35 De + 109 + 10.5 Sep 101.8 103.0 371 35.7 62.5 20 6 40.9 169 rb — 169 
Britain -= 1.80 an - 206 + 7304 107.1 99.7 0.59 0.62 - 033 0.65 323 Dec 399 
Canada * 118 ian * 160 - 122 Q4 82 0 839 1.44 1.40 242 080 1.59 212 feo — 209 
Denmark + 029 n + 37 + 1104 103.9 105 5 6.85 658 — 1155 381 7.55 204 Feb 146 
France +27) lan + 312 + 39.2 Jan 105.2 106.1 6.03 5.81 10.15 3.35 6.64 32.1 Feb 278 
Germany +462 an +705 - 42n — 103 1 104.5 1.80 1.73 3.03 [ A --. 9B 777 fe — 806 | 
Italy + 184 D« + 298 + 353 Nw — 75.2 763 1777 1203 2.995 989 1.959 547 fed — 457 | x 
Japan +1138 Feb — «1083 +102.9 Feb 119.6 121.1 129 126 218 — 719 143 2220 feb — 2171 
Netherlands + 170 ded + 167 + 23103 1012 1027 202 194 341 1.13 223 243 feb — 268 X 
| Spain - 200 wn ~ 188 + 72 un 764 7728 153 146 257 849 168 682 Feb 60.2 a 
| Sweden + 138 Fb — + 169 + 73 Dec 865 846 735 . 732 131 — 43l 855 93 fe 160 TE 
| Switzerland — - 048 wn + 03 + 209 Q4. 1055 1039 149 1.47 2.51 0.83 1.64 348 feb — 351 Jd 
| United States -18.80 lan -1994 -166.4 Q4 108.9 106.0 r - 169 056 1.10 590 in — 572 ; 
“Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cifffob. '1990«100, Bank of England. tExcluding gold, IMF definition $ 
| §Not seasonally adjusted 
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dard & Poor's, 17 of more than 6,700 cor- 
porate bond issuers it rates defaulted on 
$4.3 billion-worth of debt in 1997. Both 
figures were up on 1996, but well down on 
the late 1980s. Lower-rated borrowers are 
likelier to default than higher-rated ones. 
On average, AAA-rated borrowers that de- 
fault take eight years to do so; ccc borrow- 
ers take only three. 
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EMERGING-MARKET IN DICATORS 





@ INFLATION OUTLOOK Global infla- 
tion is set to remain subdued this year, ac- 
cording to the Mr. The Fund expects con- 
sumer prices to rise by only 1.8% in 
industrial countries in 1998, compared 
with 2.096 in 1997. In most emerging mar- 
kets inflation is also forecast to slow. In 
Latin America consumer prices are ex- 
pected to rise by only 9.1% in 1998, down 
from 13.1% last year. In Central and East- 
ern Europe inflation is set to fall to 17.2% 
from 38.4%. Russian inflation is expected 
to decline to 8.1% from 14.7%. Only in 
Asian emerging markets are prices set to 
rise faster. The IMF expects the region's av- 
erage inflation rate to increase from 3.996 
in 1997 to 8.0% this year. 


9? 93 94 95 96 97 S» 9 
*Forecast 


E ASIAN INFLATION After the collapse 
of its currency, Indonesia will see a large 
rise in consumer prices this year. The IMF 
expects Indonesian inflation to reach 35% 
in 1998, up from 11% in 1997. Inflation is 
also set to triple in Malaysia, from 2.7% to 
7.5%, and double in Thailand, from 6% in 
1997 to 12% in 1998, and in the Philip- 
pines, from 5% to 10%. 
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ECONOMY Israeli consumer prices fell 0.2% in March, the second monthly decline in a 
row. The annual inflation rate fell to 4.4%. Taiwan recorded its first trade deficit in 20 years 
in the first quarter; its visible-trade surplus narrowed to $5.8 billion in the year to March. 
Thai industrial output plunged 16.5% in the year to January. 
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% change on year earlier Latest 12 months, $bn Foreign reserves, $bn 
GDP Industrial Consumer Trade Current Latest Year ago 
production prices balance account 
China + 8104 - 2.6 Mar + 07 Mw 4441 Mar + 7.2 1996 143.7 Jan 110.6 
Hong Kong «579 e 059p + 47 feb -195 fb  - 26 196 803 Jan 65.9 
India + 6B 1996 + 5.9 un + 9.1 fe - 5.8 fb - 45 1996 254 Mar 227 — 
Indonesia + BO 1996 + 90 %2 + 39.1 Mw +13.9 reb - 680 15.5 Feb 19.0 
Malaysia - + 69 0 - 22> + 5.1 Mer + 10rb — 48 1997 217 Dex 27.0 
Philippines + 47 Q4 4194 Nw. + 73 Mw 103m  - 430 88 ian 97 
Singapore *7404 *16.2 Feb + 09 feb - 5.8 re +13.8 Q4 74.4" Nov 75.7 
South Korea + 39 Q4 - 19 feb + 90 wa + 6.2 Mar + 35 feb 267 Feb 30.5 
Taiwan + 7.1 Qa +19.9 reb + 2.6 Mar + 5.8 Mar + 74% 840 Feb 88.6 
Thailand + 67 1996 ~16.5 Jan + 95 Ma - 5.3 De - 86 Q3 25.4 Feb 372 
Argentina + 82 a4 +75 fb + O8Me  -57fe -1010 21.1 jan 17.6 
Brazil + 19 04 - 15 feb + 32 Me - 25 Mar -33.4 Q4 588 feb 577 
Chile + 96 Q4 + 19 reb + 53 Ma - 20 feb - 4.1 oad 16.8 1n 15.1 
Colombia +55 Q4 +11.7 Dec + 192 Mw - 29 ve - 47 1996 95 ve 96 
Mexico + 67 Q4 + 7.6 un + 15.3 Mar - 16 reb - 73% 29.1 feb 21.3 
Venezuela - 1.6 1996 na + 38.3 Mar +11.5 Nov + 89 1996 144 Dec 11.8 
Greece + 26 1996 - 0.9 uw + 46 Me -18.7 Oct - 47 Nw 14.3 feb 18.8 
israel + 1504 - 12 tan + 44 Mar - 7.4 te - 3.6 Q 215 feb 13.9 
Portugal + 45 04% + 2.7 jan + 2.3 Mad -10.0 Nov - 5.4 Now 15.1 jan 16.5 
South Africa + 0804 - 15 feb + 54 Fe + 31 fe - 190 4.5 jan 14 
Turkey + 67 04 +15.6 Feb + 97.3 Mar -21.! Ox - 22 de 195 feb 16.3 
Czech Republic + 22 Q4 + B7 feb + 13.4 Mar ~ 38 reb -3204 99 nn 11.8 
Hungary *530 +12.0 Feb + 164 Mar - 22 m - 0.9 tan 8.6 ian 9.1 
Poland + 6.9 Q3 *10.3 feb + 139 uw -11.3 ian ~ 43 dec 229 in 17.9 
Russia + 1.3 iani + 14 Feb + 95 fe +21.2 De + 7503 10.5 ian 99 





* Visible and invisible trade balance. "Includes gold. &New series. 





FINANCIAL MARKETS Istanbul and Athens saw the biggest gains in the week to April 15th. 
The Turkish stockmarket rose 13.8%, while the Greek bourse rallied 10.1% to an all-time high. 
Lisbon hit a record high too, notching up gains of 4.6%, helped by a surge in bank shares. 
Taipei fell 4.9% as electronics stocks slumped. 

















Currency units interest rates  Stockmarkets % change on 

per $ per £ short-term Apr 15th Dec 31st 1997 

Apr 15th yearago Apr 15th % p.a. one in local in $ 

week terms 

China 8.28 8.30 14.0 9.00 1,400.0 + 01 + 12 + 112 
Hong Kong 7.75 7.75 13.1 6.38 11,371.1 +05 + 60 + 60 
India 39.7 __358 66.9 7.33 4,192.5 + 02 + 146 + 132 
indonesia 7,800 2,408 13,45 34 95 5134 -31 + 278  - 100 
Malaysia 3.70 251 6.23 11.05 6446 - 30 * B4 * 142 
Philippines 38.1 264 64.1 13.93 2,210.6 +08 + 183 + 240 
Singapore 1,60 1.44 2.69 5.06 1,543.9 - 19 + 09 + 64 
South Korea 1,393 894 2,347 20.00 467 9 +27 + 243 + 513 
Taiwan 33.0 276 55.5 7.40 8,807.3 - 49 + 76 + 67 
Thailand 39.9 26.1 67.2 23.50 446.1 +04 + 197 + 445 
Argentina — 1.00 1.00 1.68 6.80 683.1 +34 = 06 - O05 
Brazil 1.14 |. 1.06 1.92 27.95 12,299.0 + 27 + 205 + 18.1 
Chile 453 418 764 18.16 4,722.4 - 14 - 1.5 - 47 
Colombia 1,362 1,045 2,296 29.13 1,2414 + 2.1 - 133 - 175 
Mexico B.47 7.89 14.3 19.50 4,991.0 * 14 - 46 - 92 
Venezuela 530 479 894 27.37* 7,129.9 - 20 - 17.6 - 217 
Greece eer 526 12.91 2,339.3 +10.1 + 581 + 436 
Israel 3.72 3.40 6.26 10.22 312.8 ?20 9 7S —— 24 
Portugal 184 173 310 4.45 6,098.3 + 46 * 613 * 610 
South Africa 5.03 4.46 8 48 12.86 8,199.9 #42)» 322° 4 279 
Turkey 245,570 132,810 413,835 71.51 3,821.8 +13.8 + 107 - 66 
Czech Republic 33.4 30.2 | 564 15.48 483.7 - 09 w =. ei ind 
Hungary 210 181 355 18.29 8,828.0 + 09 * 104 2: P 
Poland 3.40 3.12 5.74 24.36 17,466.4 nil * 191 + 233 
Russia 6.00 5.75 10.11 30.00 313.1! * 02 -. 21,1 ~ 21] 


*New series. ' New index. 


Sources: National statistics offices, central banks and stock exchanges, Datastream CV; E esi tiong ai drei 
Authority; Cefitre for Monitoring Indian Economy; Bank Negara Indonesa; Malayan Banking; National Economic and Development Authonty, 

ome. Com AN FIEL; Baring Securities; Mernil Lynch, Bank Leumi Le-Israel; Standard Bank Group; pout: Berk trates DUANA sks asian 
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i More than a quarter of the petrol you buy owes its existence to has saved consumers billions of pounds a year and has greatly 
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SG is the new name for Societe Generale 
Group's international businesses 

s Commercial and investment banking 

. Asset management 


s Private banking 


The SC mark is more than just a symbol 
it stands for a commitment to apply our 
expertise to achieve our clients' objectives 


not just today but for the long term 


Societr 
GENERALE 





GROUP 





Our recent acquisitions; Hambros Banking 
Group, Cowen & Co, Barr Devlin, and 
Yamaichi Asset Management strengther 


still further our presence worldwide 


The Société Generale Group is the eighth 
largest European bank and sixteenth 
worldwide in terms of assets, and is in 80 
countries with 55,000 people worldwide 


It is also a leading retail bank in France 
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Bullet points 


guns" (April 4th) leaves several 
misleading: impressions about 
the relationship between gun 
owhership and murder rates. 
You imply that since New 
Zealand has so few gun deaths, it 
must also have one of the lowest 
rates of gun ownership in the 
world. Yet New Zealand, Switzer- 
land and Finland have rates of 
gun ownership in line with 
America's. Despite this, New 
Zealand's murder rate in 1995 was 
lower than Australia's, and 
Switzerland’s was 40% lower 
than Germanys. Finland and 
Sweden have similar murder 
rates but very different gun-own- 
ership rates. Israel, with one of 
the world's highest gun-owner- 
ship rates, has a murder rate 40% 
lower than Canada's. When one 
studies all countries rather than 
just a select few, there is no rela- 
tionship between gun owner- 
ship and murder. If one exam- 
ines American data, a beneficial 
ic DL appears: the states 
^. with the largest growth in gun 
. ownership during the 1990s have 
had the largest reductions in 
murder rates. 

The Economist is wrong to 
suggest that in moments of anger 
people with licensed. concealed 
handguns pose a great danger to 
others. Millions of people cur- 
rently hold permits and some 
states have been issuing them for 
60 years, yet only one permit 
holder has ever used a concealed 
handgun after a traffic accident 
and that case involved self- 
defence. The people who are will- 
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Sin-Your leader “America and. 


Subscription Service 


The Economist, 25 St James’s Street, London swia aHG 


ing to go through the process of 
getting a permit are generally 
law-abiding. In Florida, just 


under 444,000 licences were 


granted between 1987 and 1997. 
Only 84 people lost their licences 
for felonies involving firearms. 
Though the leader cites others 
who are “accusing [me] of statisti- 
cal and factual errors", no one 
claims that the data show a detri- 
mental effect from allowing law- 
abiding citizens to carry con- 
cealed handguns. The debate is 
over not whether, but to what 


extent, concealed handguns 
reduce crime. 
JOHN Lorr 
Law School 


Chicago University of Chicago 


Sig-You forget the plain facts that 
prevent America from enacting 
effective gun control. America 
has a vast arsenal of guns that 
will never be subject to any sort 
of reasonable control because 
they have already vanished into 
the hands ofthe public. 

Gun violence could be 
reduced by educating gun own- 
ers or by restricting the sale of 
ammunition. Controlling the 
millions of guns that are already 
out there is not practical. 

Instead of acknowledging 
reality, The Economist usually 
holds up American gun culture 
as an anthropologically interest- 
ing, but ultimately disgusting, 
phenomenon. It reminds me of 
the way many Americans react 
the first time they try to eat in a 
smoky French restaurant. 

New York ALAN MILES 


The. 
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SiR-To disparage American 
“gun culture’ is to display a 
deep misunderstanding of the 
United States’ constitution and 
its bill of rights. The second 
amendment (the right to keep 
and bear. arms) speaks to both 
the moral personality of 
human beings and the lawless 
tendencies of the state amidst 
political conflict. History teach- 
es us with unfailing and brutal 


regularity that to rely solely 


upon the continued benevo- 
lence of our rulers leads inex- 
orably to the diminution of our 
civil rights. Indeed the need for 
any government to respect the 
essential liberties of its citizens 
rests upon some legitimate fear 
of those same citizens. 

Europe with its recent history 
of both fascist genocide and the 
collectivist gulag should view 
civilian disarmament schemes 
with mistrust. 1 fear that once all 
law-abiding citizens of Europe 
have been stripped by their gov- 
ernment of the legitimate means 
of self-defence, it will only be a 
matter of time before Americans 


and their "gun culture" will be. 


called upon once again to save 
Europeans from themselves. 
Venice 

JAMES WERNER 
EE TE ii 





India's tolerance 


SiR-Sunita Parasuraman (Letters, 
April 4th) finds Indian women in 
fine shape under Hinduism. Not 


many Hindu women are likely to 


agree with her. She also absolves 
Indians of xenophobia by claim- 
ing that Indians passively accept- 
ed the entry of Muslims, Parsis 
and Christians and allowed 
them to preach their doctrines. 

I don't think Parsis preach 
their doctrine outside their tem- 
ples or ever did. They came as 


Kerala. Elsewhere they came.as 


raiders and conquerors and they : 


preached their doctrine not 
through Hindu tolerance but 
through might. 


its rise is inextricably linked to 





the rise of western colonialism. Ee 
In many areas in the north there ee Chi 
is a perception that Christianity 





E-MAIL : 


toOMA 839 2968 - 


came to Kerala before the Por- 
tuguese ' ‘discovered” India, but 





letters&economistcom.. = 


is a western transplant. xs 
Curiously, Ms Parasuraman 
does not mention the arrival of 
Aryans in India and the bloody 
conflicts between them and ear- 
lier inhabitants. Nor the Dravidi- 
ans, who also came from else- 
where. Who are the Indians, 
passive and tolerant, she refers 
to? The original Indians eke outa 
living today in the hills and 
mountains, Bhils in Rajasthan 
and Todas in the Nilgiris, for 
example. They do not refer to 


themselves as Indians. 

= KOCHATTIL 
Hong didis GOPINATH 
TOTUM MEN C — Ya . 
Free trade 


Sir-You cite our recent study of 
“Trade Liberalisation in IME- 


Supported Programmes" ("Much 


ado about openness”, Marc! 1 21st) 


. on the benefits of freer. trade i in 


boosting growth. Your conclu- 


sion that these programmes have 


been "remarkably unambitious - 


in pushing openness” misses the . 


mark. True, 30% of the pro- 


grammes did not target quantifi- 


able trade liberalisation, as mea- 


sured in the index developed in 


the study. However, 70% did, and 
in this latter group almost 90% of 
countries achieved or exceeded 
their liberalisation targets. 

. Moreover, the study also con- 
cludes that for the countries 
reviewed, virtually all trade liber- 


alisation in the period covered 


took place in the context of 
adjustment programmes sup- 
ported by the imr and the World 
Bank. This further attests to the 
importance of these  pro- 
grammes in fostering growth-ori- 


Jack BOORMAN 
Washington, DC IMF 


refugees to escape religious perse- Allied forces | 
cution in Persia. Muslimsarrived © | 
peacefully in thesubcontinent as. 


traders in what is now known as. 


“Srni The science of alliance" 
(April 4th) you point out the hid- 





den usiness ties between 


" McDo nald's and Disney. It may 
S interest. your readers that the 


founder of McDonald’s, Ray 
Kroc, and Walt Disney, both 


Chicagoans, served in the same - 
“army ambulance unit during the - 
first world. war. ir. They knew each | 
other well. l 2 
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Pan-European Economist 


We are currently working on behalf of one of the world’s largest international securities houses. They offer a comprehensive service to global clients 
across the full range of asset classes, with particular strength in their global bond business. The economics and strategy team is currently expanding 
and there is a requirement to recruit a European Economist in their London office. 


Reporting to the head of economics and fixed income strategy, this position will involve working as part of a small team covering global markets. The 
economist will have full responsibility for directing the production of European economic forecasts, and will supervise and contribute to the range of 
existing written documentation. Research focuses on the macro economic issues arising in key European countries, with a requirement for detailed 
and thorough analysis which should result in the provision of thought-provoking and value-added output. The economist will work closely with bond 
strategists in the provision of market orientated research, and will have a high profile with clients both internally and externally. 


Although a doctorate is not essential, the ideal candidate will be expected to display an extremely high level of academic achievement within 
economics. Knowledge of econometrics would be appreciated. A minimum of five years working experience should have resulted in a detailed 
understanding of European economies. Experience of financial markets would be an advantage but is not a pre-requisite. First class presentation and 
written communication skills are expected. 


A highly competitive package is offered which reflects the challenges of this position. Please contact Clare Kearns or Katie Etheridge who will treat 
all enquiries in confidence. 


ASL Search and Selection 


City address: 2 London Wall Buildings, London EC2M 5PP 
Telephone: (44) 1732 741855 Facsimile: (44) 1732 741499 
e-mail: Asl uk@aol.com 


RECRUITMENT CONSULTANTS GROUP 


2 London Wall Buildings, London Wall, London EC2M SPP 
Tel: 0171-588 3588 or 0171-588 3576 
Fax: 0171-256 8501 E mail: cjagroup@online.rednet.co.uk 


intellectually challenging opportunities at the leading edge of research 
where your input will have a direct impact on fund performance. 


SENIOR G7 ECONOMIST 


Qc» MODELLING ECONOMIES/MARKETS 


NEW YORK AREA EXCELLENT SALARY * BONUS 


EXPANDING BUSINESS OF A PRESTIGIOUS US INVESTMENT FIRM 


We invite applications from candidates who have had several years of experience following economies/markets. 
This will probably have been gained within the financial sector or an economic research organisation. As the 
selected applicant, you will spearhead the effort towards maintaining/improving our existing econometric models 
for various markets. You will be expected to pay special attention to flow-of-funds considerations. In addition, you 
will work closely with our traders and other economists/modellers. Essential qualities include a capacity for 
independent thought, to have a roll-up sleeves attitude to work, excellent communications skills, and, above all, to 
be an effective team player. A postgraduate qualification is essential and financial markets experience is desirable. 
Applications, in strict confidence, reference SGE/7216/E should be sent or faxed to the above 
address, will be forwarded to our client in the first instance. If there are companies to whom you do 
not wish your application to be sent, these should be listed in a covering letter addressed to the 
Security Manager, CJRA. 
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m) Hi Executive 
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Opportunities in Community Development in 
NIGERIA 


ur client, a major company in Nigeria s oil and gas industry, is expanding and restructuring its 

assistance in the development of its oil-producing communities, The objective is to increase family 

incomes and improve welfare through high impact sustainable projects in the areas of public 
health, education, small business development, water and sanitation and agriculture 


Our client therefore wishes to strengthen its corps of Community Development Specialists with highly 
experienced Nigerian candidates in the underlisted positions. Appointments will be for fixed term 
contracts for up to three years with additional benefits, at competitive salaries. Persons with experience 
living and /or working in the Niger Delta would be at a distinct advantage 


The responsibilities and qualifying criteria for each of the positions are summarised below 


|. COMMUNITY DEVELOPMENT DEPARTMENTS 

A. Community Development Planning and Support Officer(s) Rel. $6 86/86-01 (Port Harcourt and Warri) 

Key position which oversees planning and programming process in the Community Development 
Department. Responsible for mentoring Community Development Advisers, who are the Company s 
primary development contacts in communities 


E. Community Development Adviser(s) Ref. SG 8/88-02. (Port Harcourt and Warri) 
Facilitate a participatory planning process which guides communities in assessing their own sustainable 
development needs. 


C. Public Health Adviser(s) Rat: $C 608-03 (Port Harcourt ami Warri) 

Introduce the Primary Health Care approach including up-to-date information, strategies and 
techniques in public health and community medicine into the Community Development Department of 
the Company. 


0. Rural Water and Sanitation Specialists) Rel. 86 6/90-04 (Port Harcourt and Warti) 
Responsible for identif ying, designing and advising on water sanitation needs, appropriate technology 
and community training to ensure a safe and reliable water supply to communities in the Niger Delta. 


E Educabon Planning Specialist Rel. SG 688-05 (Port Harcourt) 
Propose educational innovations that will rapidly build and improve human capital in oil-producing 
communities 


f. Education - Youth Traing and Self-Help Specialists Ral. 36 6/08-08. (Part Harcourt and Warri) 
Create opportunities to build income and human capital in oil-producing communities through 
interventions that focus on vocational training and self-help 


G. Women in Development Specialists) (WID) Raf. SG 6/88-07 (Part Harcourt and Warri) 
Leads a team of three staff to develop plans and projects with community women 


H. Micre-credit & Business Deveiopmsani Specialists) Ral. 8G 898-08 (Port Harcourt and Warri) 
Advise and create demonstration projects that will increase incomes of rural and peri-urban women and 
men in oll producing communities. 


i, COMMUNITY PROGRAMME DEVELOPMENT UNIT 

|, Developman! iniormaton, Education and Communicaüons Adviser Rat 56 8/88 08 (Purt Harcourt) 

Provide expert guidance and technical support to the Community Programme Development Unit on 
appropriate information, education and communication (IEC) strategies relating to the expanded use uf 
the Company's community development “products” in communities 


J. Training Coordinator Ref. SG /89-10. (Part Harcourt) 

Sensitize Company management and line staff to the principles, methods and strategies of the 
"development" approach to community assistance and provide general pre-and in-service training for 
Community Development staff. 


K. Programme Coordinator - New initiathves Rel. SG 6/8811 (Port Harcourt) 
Guide the introduction of new development strategies in the following programme areas: micro-credit, 
small business development, public health, women’s programmes, etc 


L Monitoring and Evaluation Officer Ref. SG 8/89-1?. (Warri) 
Develop and maintain monitoring and evaluation system to provide information on the quality and 
progress of project implementation 


M. NGO Advisor Rel. 86 6/86-18 (Port Harcourt) 

Provide training, technical advice and other support to strengthen NGOs /Implementing Partners for 
sustained organisational growth and to assure their technical excellence in carrying out community 
development projects. 


Qualifying criteria are: 


First and/or higher degree(s) in the relevant fields, 

Between 10 and 15 years experience in the relevant areas of community development 

Sound knowledge of best practice strategies and technologies in the relevant areas of community 
development programme design, management and evaluation. 

Knowledge and experience of working with NGOs and donor groups in Nigeria 

Proven ability to design and manage pilot or experimental projects in the relevant stated fields. 
Willingness and ability to work with and motivate other team members from different cultural 
backgrounds. 

Willingness to travel and work in difficult conditions, 


Additional details of the qualifying criteria can be accessed at http: / /www.Nigercompass. com /Jobs 


If you meet the requirements for any of these positions, please write in confidence enclosing à 
comprehensive curriculum vitae which clearly states all relevant experience as well as the names, 
addresses, telephone numbers and e-mail addresses of three references. Your curriculum vitae should 
state your own telephone number, e-mail and contact address (not P.O. Box) and be sent within two 
weeks of this advert, quoting the relevant reference to 


The Special Services Group 
Arthur Andersen 

22a Gerrard Road, Ikoyi 

P.O. Box 51204 

Ikoyi, Lagos 

E-mail: andersen@infoweb abs. net 
Fax: 234-1-2691248 


CHEMONICS INTERNATIONAL INC. 


Seeking Long-term 
Economic Policy Specialists 


Chemonics International, an international consulting 
firm, seeks several long-term economic policy 
specialists to support highly visible, upcoming 
USAID project in Indonesia. Consultants will be 
needed in the areas of: domestic and international 
trade; macroeconomic planning relating to exchange 
rate and monetary policy, domestic competition, 
budgeting and the current economic crisis; small 
business development; and statistical analysis. Prior 
experience in Latin American or Asian crisis bail-out 
highly desirable; 10 years experience and advanced 
degree required. 


Interested candidates should send a current 
resume via fax or Email by May 01 to: 
TDH at 202-955-7550, or 
thenry@chemonics.com 


INTERNATIONAL DEVELOPMENT CONSULTANTS 


Townland Consultants (International) Lid. is an inter- 

national development consulting firm providing 

technical advisory and training services to Govern- 

ments and public and private institutions in all 

aspects of urban and regional development planning | 

and management. From ils base in Hong Kong, !he firm services a wide 
range of on-going projects throughout the Asia- Pacific region. To meet the 
demands of this expanding workload, we need to expand and update our 
register of international consultants. We are seeking highly qualified candidates 
with a minimum of 5 years experience in international donor funded projects 
for both short and long term assignments throughout the Asia-Pacific region. 
Candidates must have excellent communications and management skills 
together with strong professional expertise in developing countries in one or 
more of the following areas: 


Urban & Regional Planning Community Development 

Urban Management Urban Renewal & Regeneration 

Urban Development & Housing Finance Urban Development Legislation 

Financial & Economic Analysis Environmental & Social Impact Assessment 
Women in Development Issues Institutional Development & Training 








Consultants are required at various levels including Project 
Managers/Team Leaders and Project Consultants. We offer an 
attractive remuneration and benefits package commensurate with 
your level of experience. Please send your CV ta: 


Ms Keren Seddon 

Managing Director 

Townland Consultants (International) Ltd. 

15/F Universal Trade Centre 

3-5A Arbuthnot Road Fax (852) 2521 6631 
Central, HONG KONG Email: tcltd@ibm.net 
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THE WORLD BANK 


PRINCIPAL MANAGEMENT INFORMATION OFFICER 


WASHINGTON DC USA 


€ The World Bank, the leading multi-cultural organisation in global 


economic development, is recruiting for a well qualified professional, 


interested in joining an organisation dedicated to decreasing poverty 
and increasing quality of life in developing countries. 

€ The Planning and Budgeting Department (PBD) guides and 
co-ordinates the bank's resource management process and has a 
requirement to recruit a new Principal Management Information 
Officer (PMIO) in support of a SAP/R3 - enabled programme to 
streamline the supporting information systems. 


6 Reporting directly to the Head of PBD and liaising with the IS 
Group, the PMIO will be the focal point for defining and implementing 


innovative improvements in resource management information 
approaches, and managing transition from the cxisting systems. 


c. $80-100,000 NET + EXPATRIATE BENEFITS 


© Graduate, with a minimum of 5 years experience of resource 
management information and reporting activities in a large 
organisation - financial or professional services preferred. Knowledge 
of the banking sector desirable. Sound technical awareness is 
essential 

€ strong planning and analysis skills are vital. Leadership and 
relationship building skills are equally important. Must have the 
stature and presence to command carly respect at the most senior 
levels. Strategic vision with the ability to translate ideas into action 
will be a key strength 


€ This is a high-profile role implementing a step-change in the 
Bank's resource management processes. There will be significant 


career development opportunities within the wider Bank community 


Please apply in writing quoting reference 1619E 


with full career and salary details to 
Keith McCambridge 
Whitehead Selection 


Whitehead 


SELECTION 


11 Hill Street, London W1X 8BB 
Tel: 0171 290 2013. Fax: 0171 290 2137 


www. whitehcadscelection.co.uk 


A division of Whitehead Mann Lid 
a Whitehead Mann Group PLC company 


GROUP FINANCIAL CONTROLLER 


C.£60,000* EXCELLENT BENEFITS | CENTRAL LONDON 


The Economist Group has a worldwide reputation as an authoritative 
source of information and opinion on international business and 
politics. Our international businesses include the Economist newspaper, 
The Economist Intelligence Unit, the Journal of Commerce, and à 
range of specialist magazines. Together, they generate à revenue óf 
some £200m. 

That is a measure of the opportunity we have for an experienced 
financial manager. Reporting to the Group Finance Director, you will 
provide a comprehensive finance service to our London-based 
businesses and group management. You will manage a team of 40 
people in a shared services environment, producing the financial 
reports and management accounts for each business, as well as the 
Group's global consolidated results. 

We are currently introducing a new finance system and you will 
play a key role in re-aligning our procedures to ensure efficient and 
accurate processing and reporting. Hence experience of implementing 


T THE ECONOMIST GROUP 
1e 


- ] REGENT STREET LONDON SWIY LR 
Economist 3 , 4 


FAX: 0171 839 2338 
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new systems and managing change processes in an international 
business would be a distinct advantage. 

You must have the credibility to establish excellent relationships with 
our senior business managers and senior finance managers overseas, 
who will look to you for guidance. A qualified accountant with a first- 
rate academic background, you will have experience of managing 
and motivating a large team of finance staff. Excellent communication 
and organisational skills are essential, backed by a flexible and results- 
oriented approach to problem-solving. 

This is an Opportunity to further your career as part of a high-quality, 
international finance team. You will be part of a fast-moving, growth 
oriented environment in which there is a strong team spirit and no 
shortage of challenges. 

To apply, please write with your CV and remuneration details to 
Richard Claughton, HR Manager, at the address below, quoting ref: 
0498EC. Closing date for applications: Friday 8th May 1998. 


E-MAIL: richardclaughton@economist.com 

































The International finance oe (IFC) is an 
international organization, established in 1956, to provide 
economic growth in its developing member countries by 
promoting private sector development. IFC is a member of 
the World Bank Group, which also includes the 
International Bank for Reconstruction and Development 
(“World Bank”), the International Development 
Association and the Multilateral Investment Guarantee 
Agency, but is a legally and financially independent entity, 
with its own Articles of Agreement, shareholders, financial 
structure, management and staff. The Articles of 
Agreement specify that IFC’s assets, property and income 

~ are immune from all taxation imposed by a member 

~ country. As of December 31, 1997, 173 member 

| | countries hold IFC's capital. 


¿> IFC has a liquid asset portfolio of $8.5 billion (US) 

. equivalent as of January 31, 1998, approximately 98% 
` of which is dominated in or hedged back to US dollars. 
. For management and reporting purposes, these assets 
are separated into three distinct portfolios. IFC is | 
. reexamining its current custodial arrangements for the 
-three portfolios and to this end is considering 
- consolidating them to one Global Custodian. Portfolio 
' assets include, but are not limited to: a) Foreign 
- government bonds, corporates, exchange traded and 
OTC derivatives; and b) US government bonds, agency 
.-.. MBS, private label MBS corporates, ABS, exchange 
^. traded and OTC derivatives. 


;. Pre-qualification requirements and information my be 

_ obtained from the IFC web at www.ifc.org/solicitation or 

_ by calling 202-473-3031. Prequalification will be open to 

- financial institutions from countries which are members of 
_ the World Bank Group. It is expected that firms expressing 

- interest in this ape portunity will have significant experience 

' in providing global custodial financial services. 








































“|. Sealed Responses will be received at: IFC's Headquarters, 
- 2121 Pennsylvania Avenue, NW, Room F3K-228, 
~~ Washington, DC 20433, until 5:00 PM EDT, Friday, 
:. May 22, 1998. 
. IFC will be the sole judge of the responses and reserves 
the right to reject any response without recourse and to 
annul the solicitation process without incurring any 
p. liability or any obligation to inform the respondents of 
-- the grounds for this action. 


Nothing contained in this advertisement constitutes a 
wavier of the privileges and immunities enjoyed by IFC. 
Respondents requiring additional information or 
‘|. clarification or any aspect of this advertisement should 
| contact Mr. Richard VanBerkel, Chief, Procurement at 
| © (202) 473-3031. Explanations or interpretations of this 
.. advertisement provided by other than the above will not 
be considered binding or official. Those with questions 
or requests for more information are encouraged to call 
promptly in order to allow for the provision of a written 
: response. 


& International Finance 
"tvaqorstion 
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International Irrigation Management Institute 


Proposal Writer 


The International Irrigation Management Institute (IIMI) seeks a writer to 
help the institute prepare research proposals for submission to donors, and: 
materials to promote a better understanding of the institute's research on the 
management of water resources and irrigation systems. This work will 
involve close liaison with research staff in all the global and national/ 
country programs of the Institute. Based in Sri Lanka, this person will 
report to the Head, Communications and Donor Relations. 


Qualifications 

* A degree in agriculture or a related. field. 

* At least five years professional experience in preparation of successful 
scientific research proposals. 

* Excellent writing and NS skills in English; fluency i in French is 
highly desirable. 


Background " 
HMI is an autonomous, non-profit international iudi institute supported. fl 

by the Consultative Group on International Agricultural Research (CGIAR) m 
and headquartered in Sri Lanka, d 
Salary & benefits are competitive with those of similar ienai I 


institutions and include subsidized housing, transport. education, „annual home A 
leave, retirement and health package. | 


For more information about IIMI and its work, please contact our r web site | 
http://www.cgiar.org/iimi oe ET oe ud [= 



















Applications es 
Please forward a resume, several examples of oi: and 
addresses of three referees to the Director of Finance and ; A 
um P.O Box 2075, Colombo, Sri nem | 







IMI is an equal opportunis pem i 
its s staff group in terms of both gen 


AMIDEAST seeks Chief of Party and Senior Judicial 
Specialist for USAID judicial reform project in Cairo, Egypt — 
through December 2000. ; 


Chief of Party: To lead and supervise project. Requires 10+ | 
years USAID Senior Project Manager experience; extensive | - 
knowledge of USAID contract management, procurement, - 
financial and accounting regulations, project implementation, | 
monitoring and reporting. Strong, client-oriented team leader. ` P 
U.S. citizen. Graduate degree in administration or - 
management and Middle East experience preferred. 


Senior Judicial Specialist: To lead court administration, 
court automation and judicial education teams and serve as 
liaison with Ministry of Justice. Requires 10+ years 
experience as Administrative Officer of the Court or related 
function, and/or 5+ years as Administrative Judge; deep 
knowledge of court administration, automation and judicial 
education; team leader in court reform initiative; strong 
management, negotiating, interpersonal and- conflict- 
resolution skills in development environment, USAID . 
experience, previous developing country. work desirable. U.S. E d 
citizen. Arabic proficiency and graduate. degree in legal or e 1) 
related field preferred. T | i 


C.V., salary history and- references ^ cM. Di 

AMIDEAST/AOJS, 1730 M Street. "NW, Suite - 1106 

Washington DC 20036, FAX .Q02) Th -709 S eum 
| personnel @amideast, org. x 


> 
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Regional Regulatory Advisors 





E business leaders who want to take their companies in new directions, Price Waterhouse 
is synonymous with performance. We have buill a global network in 119 countries and 
territories by effecting change for the world's most prestigious enterprises. As part of our 
global team, you'll enjoy the feeling of pride and professional accomplishment that comes 
with being part ol a top-tier firm and working on challenging high-profile projects 


Our International Telecommunications Group has immediate opportunities 
for telecommunications regulatory experts to work in South Africa. 


We are seeking a Deputy Chief of Party to manage the planning and implementation 

of short-term technical assistance projects in the SADC countries, including 
leiecommunications sector restructuring and legal/regulatory reform programs, as well as 
executive development and training programs associated with restructuring and/or efforts in 
individual SADC countries. This individual will also provide overall management back-up as 
needed by the Chief of Party. Qualified candidates will possess at least 10 years' experience 
in telecommunications management/regulation. Experience in the SADC region preferred 


We also have opportunities available for a Regulatory Advisor for a 3-6 month 
assignment. In this position, you will support regulatory capacity building activities in 
SADC countries. To qualify. you must possess 8-10 years' experience; national or state 
telecommunications regulatory board preferred 


As a member of our team, you will receive an outstanding compensation package, 

in a supportive and progressive environment. For consideration, please send resume to: 
Price Waterhouse, Management Consulting, Dept. CFRD-ECO, P.0. Box 
20011, 1101 Wilson Boulevard, Arlington, VA 22209. Fax (703) 741-1616. 
We are proud to be an equal opportunity employer 


For more information on our Firm, visit our website at: http://www.pw.com/mcs 





For over 40 years, Pathfinder International has been 
improving the quality of life in developing countries by 
providing essential family planning services. 


Our Viet Nam program is a multi-year reproductive health initiative 
aimed at strengthening the Ministry of Health's capacity to deliver 
family planning services in eight provinces. Based in Hanoi, you will 
provide overall strategic direction and manage the implementation of 
this growing program. This will involve working with international 
partners, local government agencies and provincial health centers. 
Additional responsibilities include developing funding sources with 
multiple donors and Vietnamese partners to expand Pathfinder's 
activities and improve quality of the nation’s reproductive health 
services. In addition to an advanced degree in Public Health or a 
related field, you must possess 5 years’ experience in the design and 
management of RH programs in a developing Asian country. 
Background in fundraising is essential Excellent written and verbal 
English communication skills are required; fluency in Vietnamese is 
helpful. 

Please send your resume and salary requirements to: 
Human Resources, Pathfinder International, 9 Galen Street, 
Suite 217, Watertown, MA 02172; fax: 617-924-3833; 
e-mail: rscalzi@pathfind.org. 


AA Pathfinder 


INTERNATIONAL 


We are an equal opportunity employer 
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United Nations Children's Fund 


~ CONTRACTS OFFICERS 
(Middle to Senior levels) 


JOIN ONE OF THE WORLD'S 
OUTSTANDING SERVICE ORGANIZATIONS 


The United Nations Children's Fund, with Headquarters in 
New York, an annual budget of approximately $1 billion is 
the UN agency that works in 161 countries, areas and terri- 
tories to ensure the survival, protection and development of 
children. We seek highly qualified candidates for positions 
of Contracts Officer at middle to senior levels. Candidates 
must be good team players with strong background in business 
administration, commerce, law or related technical field. 
Major responsibilities of the position involve planning, 
developing and implementing a homogenous segment of 
procurement and contract programme, worldwide market 
resources and long range procurement planning. 
Responsible as team leader or project manager or regional/ 
country supply officer, for procurement actions which are 
complex and sometimes unprecedented. The position/s 
require planning and negotiating with representatives of 
business and industry for long term procurement actions 
which may involve incentive contracting and/or cost sharing 
arrangements where little or no precedents exist. These posts 
could be located either at Supply Division headquarters in 
Copenhagen, Denmark, or at UNICEF field offices in developing 
countries. Qualified candidates may be included on our active 
roster for 1-2 years. 


Qualifications: 

* Advanced university degree in business administration, 
commerce, law, or technical field or equivalent professional 
qualifications 

* Experience and knowledge of a discipline such as 
worldwide procurement, contract negotiations and admin- 
istration, engineering or related technical field, combined 
with broader economic and market perspective. 

* Minimum of 5-10 years of progressive professional 
experience, including at least three years at the inter- 
national level. 

* Experience in commercial and/or in public and /or private 
sector for developing and industrialized countries. 

* Knowledge of worldwide sources and suppliers and mem- 
bership in a professional (qualifying) institute related to 
purchasing, management, contracting or teaching, is desirable. 

* Extensive commercial experience is desirable 

* Good analytical and negotiating skills. Ability to analyse 
contractual/legal documents in English is required. 

* Excellent management and communications (written and 
oral) skills. 

* Ability to work in an international and multi cultural envi- 
ronment. 

* Fluency in English. Additional proficiency in French or 
Spanish preferred. 















































Applications from female candidates are especially welcome. 
Interested candidates should send detailed resume, in 
English, to: Career Management Section (H-5F), Division of 
Human Resources, UNICEF, 3 UN Plaza, New York, NY 
10017, USA. Applications for this position must be received 
by (May 9, 1998). Acknowledgement will be sent only to 
shortlisted candidates. 


UNICEF is a smoke-free environment. 
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Director, 
OR Information Services 


CENTER RNATIONAL FORESTRY 


The Center for International Forestry Research (CIFOR) is 
one of 16 research centers supported by the Consultative 
Group on International Agricultural Research. CIFOR 
aims to contribute scientific knowledge for improved 
tropical forest conservation and management in 
developing countries. We recognise a fundamental link 
between human economic well-being and the health of the 
forest. CIFOR is funded by 29 government and 
development assistance agencies, and employs 110 staff. 
Research is undertaken in collaboration with a global 
network of scientific partners. 


CIFOR is seeking a Director, Information Services who 
will report to the Director General, and will be a member 
of CIFOR's management team. She/he will lead the 
Information Services Group which provides computer 
support, management information systems, and GIS, 
library and multi-media services. The position will be 
based at CIFOR's head office in Bogor, Indonesia, which is 
50 km south of Jakarta. Specific responsibilities will 
include: 

* Provision of strategic leadership in the field of 
information services including the introduction of cost 
effective new technologies; 


Leading the further development and implementation 
of the Management Information System; 


Provision of services to CIFOR and its research 
partners on the design and implementation of 
information systems; 


The successful applicant will have significant experience 
in information systems planning and management 
supported by a degree in a relevant field, a good 
understanding of information technology issues relating to 
natural resources management, and a knowledge of GIS 
and Library functions. Candidates should have a proven 
ability to work in a dynamic multi-cultural environment, 
and display strong management and inter-personal skills. 
Knowledge of languages widely spoken in CIFOR's tropical 
partner countries would be an advantage. 


CIFOR offers a competitive salary, an excellent benefits 
package and a stimulating work environment. CIFOR 
believes that diversity of staff contributes to excellence. We 
therefore encourage women and developing-country 
nationals to apply. Applicants should send a letter of 
interest including the names of three referees and a 
curriculum vitae to the address below, referring to 
advertisement ECO240498. Selection procedures will 
begin on 5 June 1998. All applications will be 
acknowledged. If you wish to learn more about CIFOR and 
Bogor, visit our site: http7/www.cgiar.org/cifor/ 


Marielle Paiement, 
Human Resources Manager, 
PO. Box 6596 JKPWB, 
Jakarta 10065, Indonesia. 
Fax: +62 (251) 622 100; e-mail: m.paiement@cgnet.com 
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BABSON 


Babson College invites applications and nominations for the position of Associate Dean 
and Director of the FW. Olin Graduate School 
U.S. News and World Report has named the FW. Olin Graduate School of Business at 
Babson College number one in Entrepreneurship successively since 1994. The FW. Olin 
Foundation's $30 million grant to the graduate school in 1995 is one of the largest gifts 
ever given to a U.S. independent business school. The grant enabled Babson to build a 
new graduate school building, expand its graduate programs, and fund curriculum 
innovations. The School offers a two-year MBA, a one-year MBA for Business Graduates, 
and an evening MBA for those pursuing their degree on a part-time schedule 
Reporting to the Dean of the School of Management, the Associate Dean will provide 
overall academic and administrative leadership and direction for the Graduate School 
Specifically, the Associate Dean will work with the Dean of the School of Management in 
academic planning and policy setting for the Graduate Schoo! and will initiate and work 
with faculty to lead matters involving curriculum development. in addition, the Associate 
Dean will be directly responsible for revenue generation and will work to foster linkages 
with Babson College's internal and external constituencies to include serving as liaison to 
the Corporate Advisory Board. Additionally, he or she will direct all administrative aspects 
of the Graduate School including MBA Admissions and the Office of Program 
Management. The Associate Dean will also work closely with the Center for Career 
Development, the Alumni Office and the Development Office. 
Babson College is internationally recognized for its focus on entrepreneurial leadership in a 
changing global environment. Babson has been identified as a best-of-class benchmark in 
the area of curricular reform for effective business education. Babson grants bachelor of 
science and master of business administration degrees, and offers executive development 
programs to experienced managers worldwide. 
The Search Committee will begin formal review of applications in early May 1998 
Applications and nominations should be sent in confidence to: 
Martha Verrill Schlager, Managing Associate 
A.T. Kearney Education Practice 
225 Reinekers Lane 
Alexandria, Virginia 22314 
e-mail: martha_schlager@arkearney.com 


Babson College 15 an Equal Opportunity, Affirmative Action employer 


Please note that this add contains corrections that did not appear in the April 11th edition. 


VICE PRESIDENT FOR ADMINISTRATION 


Applications and nominations are invited for the position of Vice President 
for Administration of Williams College. As one of five executive officers of 
the College, the Vice President reports to the President. The Vice 
President is responsible for business administration, physical plant 
operations, human resources, legal affairs, risk management, summer 
conferences, dining services and town relations. In addition, the Vice 
President supervises the treasury and control functions of the College and 
works closely with the Provost who is responsible for annual budgets and 
long-range planning. The Vice President serves on the President's Senior 
Staff and is responsible for advising on all major decisions and planning at 
the College. 


Candidates should have senior level management experience in a complex 
organization; should be effective in personal relationships working with 
faculty, students, administrative officers, trustees, and town officials; and 
should be committed to the goals of a very selective, residential, liberal arts 
college. Familiarity with higher education financial policies and practices is 
desirable. 


Review of applications will commence immediately with the expectation of 
an appointment effective September 1, 1998. Nominations and applications 
should be directed, in confidence, to: 


Harry C. Payne, President, 
Williams College, P. O. Box 476, 
Williamstown, Massachusetts 01267. 


We are being assisted in this process by Shelly Weiss Storbeck and 
Martha Verrill Schlager of A.T. Kearney, Inc.; (703) 518-1782 fax, and 
martha_schlager@atkearney.com, e-mail. 


Williams College, as an affirmative action/equal opportunity employer, aen 
welcomes and encourages applications from women and minority cand 
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“The search committee invites applications and nominati 

-the position, which should be sent prior to May 15, 1998, to 
Maicoim MacKay, Managing Director, Russell Reynolds 
Associates, 200 Park Avenue, 23rd floor, New York, NY 
10166-0002. 





in i" i MASSACHUSETTS INSTITUTE OF TECHNOLOGY 


An Equal Opportunity/Affirmative Action Employer 
“Non-Smoking Environment 





IMSLC 


INTERIM INDEPENDENT MEDIA STANDARDS AND LICENSING COMMISSION 
BOSNIA HERZEGOVINA 


APPOINTMENTS 


DIRECTOR GENERAL 
HEAD OF LICENSING HEAD OF FINANCE & ADMINISTRATION 
HEAD OF MONITORING HEAD OF ENGINEERING & COMPLIANCE 
& FREQUENCY MANAGEMENT | 


The interim jodonendent Media Standards Licensing Commission (IMSLC) is being established in Bosnia Herzegovina by de 
Peace Implementation Council. IMSLC will be responsible for regulatory control of the press and broadcasters in Bosnia. : 





The key functions of IMSLC will be: 
Licensing of broadcasters 


Overseeing press, programme and advertising codes of practice 
Dealing with complaints and ensuring compliance with the regulatory regime | 


Management and assignment of broadcasting frequency 


Full time appointments need to be made within a short period of time. The duration of appointments will be negotiable but are E : 


likely to be between one and two years. 


A package of benefits commensurate with international, diplomatic standards will be offered. All appointments will be located i in T: 


Sarajevo. 


Persons with the necessary experience and who are interested in any of the above positions, should forthwith apply (preferably by. : 


e-mail or fax) to: 


. Simon Haselock, e-mail: simon. haselock@ohr.int 
|. Office of the High Representative, fax: +387 71 668 594 
. Sarajevo, 
p BFPO 543, 
_ | LONDON. 

























INTERNATIONAL DEVELOPMENT LAW INSTITUTE — 
INSTITUT INTERNATIONAL DE DROIT DU DEVELOPPEMENT 
Rome, ltaiy 


TWO LEGAL TRAINERS 
(Program Legal Counsels) 


| IDL is an international intergovernmental organization providing legal training and TREE E 
| assistance throughout the developing world and in Central and Eastern Europe/NIS. Its work is "i ee 
] supported by the inte rational donor community. m 


| Under the direction of the Deputy Director and. Head of "Training Department and aa "ch of the A 
multinational legal training team, the incumbents will be expected tor: T 


* Design, manage and facilitate highly participatory short term continuing legal: édücatión de 
programs, both in Rome and in requesting countries, itt coordination : with other: iu S 
trainers and officers — - i; ; 5 

| + — Carry out assessments of country or sector-specific training needs; * a : 

* Provide solo training in areas of sapertán, identify, recruit and brief external experts 
develop exercises and cases studies; ; 
Contribute to the promotion and representation of IDLI with the donor community, user X 
countries and the private sector; z 

* Cary out such other functions and responsibilities as the Head of Training may: assign. 


QUALIFICATIONS AND EXPERIENCE BE 

+ Law degree with a minimum of 3 years of substantive experience in internatio 
commercial law, banking and financial law, environmental law (or any other area relevant 
the Institute's activities). 

| * Recent experience in legal or judicial (nk initiatives in dev 'eloping of fransition- -economy 
countries would be a plus, Ability to work in a team, in an intercultural environment and 
under pressure. 

* For francophone programs: French at & Ne tongue level esi with working 
knowledge of English and other languages desirable (especially Arabic). 

* For anglophone programs: English at a mother tongue level éssential with working 
knowledge of French and other languages | desirable (especially Russian). 





































SALARY RANGE: from US$ 50,000 to US$ 52,000, tax-free, plus standard allowances d 
internationally recruited staff. : 
Duration: indefinite appointment possible upon successful completion of a probation. period 


ENTRY ON DUTY: $4 ; 
For the francophone trainer. September 199% “Fo the anglophone trainer. January 1999 
Send curriculum vitae by May 30, 1998 to the Personnel Officer: 
Aun Dehlin, IDLI, Via di San. Sebastianello, 46 00187 Rome, Itaiy 
Fax: (396). 578-1946; E-Mail: adehlin@idli.org 
Only shortlisted candidates will receive ; an acknowledgment 






UNRWA provides education, health care, relief assistance and 
social services to 3.5 million registered Palestine refugees in 
Jordan, Lebanon, the Syrian Arab Republic, the West Bank, and 
the Gaza Strip. 


UNRWA is seeking experienced, highly-motivated professionals 
to staff its newly-established Policy Analysis Unit, which will 
play a key role in the Agency’s policy-making process and in 
enhancing the efficiency and cost-effectiveness of Agency 
programmes. Candidates are invited for the following posts: 


CHIEF, POLICY ANALYSIS UNIT (P5) 


- Reporting directly to the Agency's Commissioner-General, the 
| Chief will oversee research and analysis undertaken by the unit 
|. relating to the overall objectives and policies of the Agency, and 
will assist substantive Departments/Offices in developing and 
_ elaborating policies and plans. He/she will prepare proposals for 
- decision at the policy or strategic level in coordination with 
Departments/Offices, and will coordinate the engagement of 
external technical expertise to assist in policy-related areas. 


POLICY ANALYSIS OFFICER (P4) 


As directed by the unit Chief, the Officer will conduct research 
and analysis on issues relating to the overall objectives and 
policies of the Agency, within the framework of the Policy 
Analysis Unit. He/she will assist substantive 
Departments/Offices in developing policies and plans, and help 
prepare proposals for decision at the policy or strategic level. In 
addition, he/she may perform a number of specialized tasks 
including supervision of an Agency statistician and serving as 
secretary to senior managerial bodies. 





Requirements: Post-graduate university degree in public or 
business administration, social sciences or related field. At least 
8 years (10 years for Chief) of related experience, including in a 
senior supervisory capacity and at the international level, in a 
- large public, international or non-governmental organizations, 
~ involving policy formulation, research and analysis and related 
functions. Language: Excellent spoken/written English. 
Desirable: Experience or academic training in 
management/implementation of large-scale relief assistance 
operations, development programmes, or public sector services, 
particularly in developing countries. Travel: Job involves 
frequent travel in Agency's area of operations. 


Remuneration: Annual net (tax-free) salary: P5: starting from 
$92,700 (with dependents) and $83,500 (single). P4: from 
$80,600 (with dependents) and $72,000 (single) plus fringe 
- benefits package (education grant, home leave, dependency 
1 allowance, pension fund, health plan). initial contract: 1 year, 
] renewable. Gaza is a non-family duty station. Spouses, but not 
. children, may reside with the staff member in Gaza. An 
- element of compensation is paid where staff members have to 
maintain a second household. 

p cations before 11 May 1998 to: Head, Recruitment Section 
2/98) UNRWA HQ. Gaza, Fax No. (4972-7 677 7555) from 
re additional information can be obtained. Mail address: c/o 
UNRWA Vienna Office, P.O. Box 700, A-1400 Vienna, Austria. 


UNITED NATIONS YNA} NATIONS UNIES 








As the (aes t United Nations programme in ihe: Middle East, 





















































Applications from suitably: S iind persons are invited for the | 
position of Research Fellow, as a resource economist. Duties will be to: | 
conduct research and analysis into economic issues concerning the- 
resource sectors, such as minerals and petroleum, agriculture, forestry, 
and fisheries as well as environmental and conservation: policies; train 
and supervise the research activities of national research officers; and 
produce applied research publications, reports, position papers, and 
policy briefs to meet tight deadlines. 





















The successful applicant should possess a postgraduate degree, 
preferably a Ph.D. in economics, from à recognised university, and have- 
at least five years of professional academic research experience. He/she 
should have good communication skills, knowledge in quantitative 
methods in economics, be comparer literate, and nake a proven " 
publications record. EI 








Benefits include International Market, Book, and Education | ^ 
Allowances, and accrued leave and leave fares. Housing will | 
be provided. An annual salary of K21,401. 00 is + offered, phus al 
25% gratuity. 4 









Applicants should forward a full curriculum vitae, ‘copies of F 
academic transcripts, confidential references from three referees, and d 
two copies of recent publications to: The Administration Manager, | - 
The National Research Institute, PO. Box 5854, Boroko. Ne CD. 
Papua New Guinea. i 















Applications close on 18 May 1998. 




















Senior International Economist 
For a U.S. Government Project in Riyadh; Saudi Arabia.. 


This person will serve as Chief Economist/Project Team E D 
supervising a group of about ten senior U.S. economists. D 
employed by the U.S. Treasury Department on behalf of the. | : ] 
U.S.-Saudi Arabian Joint Economic Commission. The team | . 
performs economic analyses on policy issues. facing. the Saudi | 
Arabian economy, particularly in such areas as energy | 
economics, international trade, and money and banking. As 
team leader, he/she will exercise as primary functions reviewing 

and editing studies by U.S. and Saudi Arabian economists, 
providing overall supervision of U.S. team members and 
participating in the training of Saudi Arabian economists, 


Requires: U.S. citizenship, a PhD in economics, at least ten 
years experience as a professional economist and evidence of | 


supervisory experience and. skills. Prior international 
background/experience (particularly in Middle E | ast) i is an asset. 
Salary range is $72 - $94k plus benefits, including. furnished 
housing, a post differential (currently - 20%), children’ S 
educational allowances, paid travel, and a cost. of living 
adjustment. The two-year assignment is potentially renewable. 


Contact: NCFEI Project, 1401 New York Ave., NW, ‘Suite. 700, 00, ; i 
Washington, DC 20005. FAX: (202) 638- 123. T 


The U.S. Treasury Department i is an 
aasi Opportunity Emplaye 
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Join the race to open an Abbey National Offshore 180 Savings Account 
and run into award winning interest rates. 
Interest is paid annually either on 31st December or the last day of the 


Se ee ee ee ee REDE Bm month of vour choice. The more you invest, the higher the rate 
INVESTMENT RATE 





of interest. What's more, vou may make up to fwo withdrawals im each 





TIE ul) Recetas iP BP is 7 calendar year, without the need to give notice and without penalty. 
1 j i 113 mA v. d 
[ 4 TELLIN £20,000 - £49,999 7.60% ) | 
TE D) voti v pe Each withdrawal may be up to 10% of your account balance. Further 
> wenn Cw v £50,000 - £999,999 7.85% 
eT Ty © tn Moo p withdrawals will require 180 days’ notice, although funds can be made 
JEPUA £1,000,000 + 7.90% l | 
: DYVE ^ n . A ate 
2 cp Ul rates are subyect to change without prior potice available immediately subject loa penalty of IXO days’ interest. 
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Abbey National, one of the world's strongest banking groups 


The Abbey National group is rated AA by Standard & Poors 
This advertisement is issued bry Abbey National Treasury International Limited which is registered under the Banking Business (Jersey) Law 1991 and which has ds principal place of business at 
41 The Porade, St Heber, Jersey, Abbey National Treasury International Limted's reserves and paid up capital exceeded £90m as at 314 December 1996. Copes of the latest audited accounts are 
available on request. All deposits carry the fall und uncenditumal guarantee of Abbey National ple which had reserves and paid ap capital in excess of £3900m as at 31 December 1996 
thhey National Offshore isn registered business name of Abbey Natwnal Treasury International Limited 


WBA 
Please send me full details of your Offshore 180 Sterling Savings Account 
To: and your other offshore accounts along with current interest rates. 
Julie O'Hanlon, Marketing Assistant, Name (Mr/Mrs/Miss/Ms) 


Abbey National 

Treasury International Limited, 
PO Box 545, Jersey JE4 8XG, 
Channel Islands. 


Fax +44 1534 885050 Telephone Fax ews 


Address 
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slovakia has some 
impressive figures 


INFLATION 





EN 87% FOREIGN 
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TN IN SLOVAKIA 
WITH 
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PLANS 


| 1800 SCIENTISTS 
| AND 

| ENGINEERS 
| : PER MILLION 
POPULATION 
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Republic 
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Jana Lérinéikova, project manager SNAZIR TER INE 


Slovakia's combination of intellectual capital and significant cost efficiencies can provide your 
company with the manufacturing and business solutions you are looking for. For further 
impressive figures on the ways in which your company will benefit from establishing business here, 
call Jana. Tel.: *421/7/5335 175, fax: *421/7/5335 022. 

SNAZIR - Slovak Agency for Foreign Investment 


$, 


SNAZIR 


SELECT SLOVAKIA 


STATISTICAL OFFICE OF SLOVAK REPUBLIC 






SNAZIR 
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Asia's new jobless 


HE word “crisis” has already been over- 

used in East Asia, but the region’s prob- 
lems are still far from over. Having suffered a 
currency crisis, a banking crisis and a debt cri- 
sis, the erstwhile tiger economies may now be 
facing the most painful one of all: a possible 
unemployment crisis. East Asia used to enjoy 
one of the world’s lowest jobless rates. Indeed, 
exports of goods made by low-paid Asian 
workers were commonly (but wrongly) 
blamed for job losses in the West. Now the 
boot is on the other foot: employment is ro- 
bust in the United States and even in parts of 
Europe, but many East-Asian workers are be- 
ing kicked out of their jobs. 

Unemployment in Indonesia, South Korea and Thailand, 
which have been hit hardest by the financial turmoil, is fore- 
cast to triple by the end of this year to 6-10% (see page 79) as 
debt-laden, over-manned manufacturing firms are forced to 
cut costs or go bust. The radical restructuring of China’s 
bloated state sector is causing enormous lay-offs there, too. 
Jobless figures are, of course, notoriously unreliable in devel- 
oping economies. These countries have long had large-scale 
under-employment in rural areas, which fails to show up in 
the jobless count. What is new is rising urban unemployment. 
Combined with the absence of unemployment benefits in 
most of these economies, this poses the risk of social unrest. 

In three decades of rapid growth the tiger economies have 
never been through a recession as deep as this. There may be 
only one year of falling output, but it is bound to take time 
before growth recovers to anything like the pace the region is 
used to. Recent forecasts suggest that over a three-year period, 
Indonesia, South Korea and Thailand will see virtually no 
overall growth. Compared with their previous growth rates of 
7-8%, this amounts to a cumulative loss of output of 20-25%. 
In other words, the slump in Asia will be of the same sort of 
order as the slump in America during the Great Depression 
between 1929 and 1933, when output fell by 30%. 

The price of this in destroyed jobs will not depend onlyon 
the recession’s depth. The policies of governments will matter 
too. Those pursued for many years in Europe show only too 
clearly how flawed labour- and product-market policies can 
turn a cyclical rise in unemployment into something more 
permanent. In the wake of the Great Depression, America and 
Europe introduced unemployment insurance and other ele- 
ments of the welfare state. In Europe, in particular, these have 
since caused public spending to explode. 

Asia is now in danger of following this pattern. Its govern- 
ments are under pressure at home and abroad to play a 
greater role in protecting workers. Typical of this thinking is a 
report presented this week to a conference in Bangkok of East- 
Asian employment ministers, trade unionists and employers. 
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In it, the International Labour Organisation 
(ILO) argues that East Asia needs greater social 
protection for the unemployed (jobless bene- 
fits and state pensions) and stronger trade 
unions. “Just as the Great Depression forged a 
new social contract in many industrialised 
countries,” it argues, “so too must the current 
Asian crisis be an impetus to creating a more 
socially-oriented model of development.” 


Proceed with caution 

Up to a point, this is right. In the past, Asian 
governments got away with little or no unem- 
ployment benefit because rapid growth cre- 
ated lots of new jobs, and firms provided 
“jobs for life” in return for government favours. In the face of 
the present economic crisis, many governments have bought 
time by sending foreign workers home. But they will indeed 
eventually need to put in place some minimum safety net. 
This needs to be designed with care. 

As late starters, the East Asians have the luxury of being 
able to learn from the rich countries’ mistakes. One mistake to 
avoid is the European mixture of over-generous jobless bene- 
fits and high tax rates. These help to keep unemployment 
high by discouraging the jobless from seeking work. To 
minimise the disincentive, benefits are best provided only 
for a limited period. Asian governments also need to find 
new ways to pay for pensions. In rich countries, the cost of 
financing pay-as-you-go state pension schemes will impose a 
huge tax burden on future workers as populations age. For 
countries starting from scratch, Singapore’s fully funded pen- 
sion scheme offers a more promising model. 

The regions’ governments need to try to cushion the in- 
comes of those who lose their jobs. Some East-Asian countries 
could also do more to improve education so that school leav- 
ers have the skills they need. But the best hope for many laid- 
off workers is that their governments will intervene less in the 
economy, not more. The tigers are sometimes portrayed as 
paragons of free-market policies. When it comes to trade, they 
are indeed relatively open and free. But the domestic parts of 
some countries, notably South Korea and Indonesia, are rid- 
dled with regulations or government-protected monopolies 
that stifle competition, stunt growth and drive businesses 
into the underground economy. Tightly regulated capital can 
also make it hard for small firms to raise money to expand. By 
unleashing the service sector, millions of new jobs could be 
created to replace the ones that have been lost. 

Exactly the same advice has long been given to govern- 
ments in continental Europe, and ignored. A pity. Like East 
Asia, Germany also used to enjoy low unemployment, at less 
than 1% in the early 1970s. It now stands at almost 12%. 
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Israel at 50 


After half a century Israel is a fixture, but it still has unfinished business 


within its own borders 


T THE moment of Israel’s birth 50 years ago, The Econo- 
mist was full of foreboding. We argued that President 
Truman's decision to recognise the Jewish state within 20 
minutes of the end of the British mandate over Palestine was 
a mistake. The Arabs had still not accepted that a sovereign 
Jewish state should come into being. Still less was there any 
agreement about exactly where its borders should be. In these 
circumstances, we foresaw only two courses: the outside 
world would either have to intervene with military force to 
impose a truce or it would have to leave the Arabs and Jews to 
fight it out. We then moved on to discuss the role of capital 
creation in Britain’s industrial growth. 

The Arabs and Jews have continued to fight for the whole 
of the ensuing half-century. Gradually, however, their struggle 
has moved from the background to the forefront of the 
world’s attention. In the 1940s, the Jews’ principal quarrel 
was with the Arabs of Palestine. The Arab states were soon 
sucked into the conflict as well. The collusion of Britain, 
France and Israel in the Suez expedition against Nasser's 
Egypt in 1956 turned the regional conflict into a cockpit of 
great-power rivalries. By the six-day war of 1967 the Arab-Is- 
raeli dispute was clearly a part of the cold war. The Yom 
Kippur war of 1973 saw a brief exchange of nuclear threats 
between the United States and the Soviet Union. 


Back to the starting point 


If there is any consolation to be had from this catalogue of 
wars, it is that recent decades have seen the tide of conflict ebb 
slowly backwards. There are flashpoints on the periphery (an 
Iran or Iraq gathering weapons of mass destruction), but the 
end of the cold war has made the Arab-Israeli conflict far less 
likely to cause a big explosion in world affairs. 

One by one, some of the Arab states have started to with- 
draw exhausted from the fray: Egypt and Jordan are already 
formally at peace with Israel. Israel’s more recent wars—its 
attack on the Palestine Liberation Organisation in Lebanon 
in 1982, and its later battle against the Palestinian intifada in 
the occupied West Bank and Gaza—have been fought against 
the Zionist movement's original, local enemies. And even 
here the terms of engagement have narrowed. The Arabs of 
Palestine no longer seriously challenge the permanence of the 
Jewish state. Their quarrel now is mainly about its final di- 
mensions—and about their own unrequited demand for 
statehood alongside it. 

For the Arab world as a whole, all of this has added up toa 
bitter material and psychological defeat, one that continues 
to retard its emergence into modernity and to sour its rela- 
tions with the West. The conflict has unfolded exactly as some 
of the tougher-minded early Zionists said it would. They saw 
clearly that however sincerely the Jews might offer the hand of 
peace to Palestine’s Arabs, the Arabs would never willingly 
accept a Jewish state in a land they deemed their own. They 
would only ever accept it unwillingly, after the Jews had es- 
tablished an iron wall of military power. This is roughly 
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where things stand now. Unless it squanders this precious 
opportunity to seal peace with the Palestinians—which under 
the prime ministership of Binyamin Netanyahu is depress- 
ingly possible—Israel may at last be close to reaping the re- 
ward it has earned from its years of struggle. 

And yet Israel is not quite yet at peace with itself. As our 
survey after page 60 argues, the gradual relaxation of the exter- 
nal threat has exposed difficult internal stresses: between sec- 
ularism and Jewish Orthodoxy, for example, and between the 
Jews from Europe and those from the Middle East and Africa. 
The significance of these cleavages is easy to exaggerate. Al- 
though its enemies once expected Israel to collapse under its 
supposed internal contradictions, it has in most ways been 
more successful than its founders dared hope. It is embattled 
but it is a democracy. It is powerful but it is not militaristic. It 
is isolated, and yet it is rich: the GDP of Israel's 6m people 
almost matches the combined GDP of its 86m immediate 
Arab neighbours. In its central aim of giving the scattered 
Jews a sense of national peoplehood and providing them 
with a haven, Zionism has been a brilliant success. 

There is, however, one group of Israelis that does not share 
this sense of peoplehood, and which, in a way, cannot share 
it. These are the 1m or so Israelis who are Arabs. It is to Israel's 
credit that those Palestinian Arabs who did not become refu- 
gees at the country's founding have enjoyed full political 
rights in Israel. But in almost every other way Israel has done 
too little for its Arab citizens. They have not been persecuted 
but their needs and aspirations have been neglected. As Mus- 
lims and Christians, they have been made to feel like an un- 
wanted presence on the margins of a confessional state. 


Beyond a settlement 


In the long run, this could bea terrible mistake. All the present 
hopes of peace—fluttering, however forlornly, again this week 
(see page 45)—rest on the assumption that the Palestinians 
will acquire a state of their own in the West Bank and Gaza. 
The obstacles are still formidable. But even if they are over- 
come, this redivision of mandatory Palestine will leave a large 
number of Arabs who identify with the new Palestinian state 
living inside Israel itself. Indeed, Israel's Arabs already make 
up nearly one in five of its population and, given the high 
Arab birthrate, that proportion is liable to grow. For the most 
part, these people have no desire to live in Yasser Arafat's new 
Palestine, though they wish it well. What they want, and are 
entitled to expect, is that the coming of peace will result in 
equal treatment within Israel. 

It took no special prescience half a century ago for the 
world to see that an irrepressible conflict had arisen between 
two national communities in Palestine, and that the only so- 
lution was to partition the country between them. But the par- 
tition will not be stable unless the Arabs on Israel's side of the 
border are contented citizens of the Jewish state. That is the 
internal task to which an Israel at peace must quickly turn. 
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A minority worth cultivating 


America’s Latinos are rapidly becoming one of its most useful resources 


5 iam week it is 400 years since Spanish conquistadores 
first claimed the land to the north of the Rio Grande. 
Spanish-speakers from the rest of the American continent 
have never ceased to follow their example. Whether as farm- 
hands, bus-boys or meatpackers, they have crowded north to 
the land where the dreams are. About 30m of them are now 
fully fledged Americans (see pages 21-23). They have become 
the most intriguing, and potentially the most important, mi- 
nority in the United States. 

It is not their sheer numbers that give them this impor- 
tance. Still less is it their general level of achievement. Their 
poverty rates are higher than blacks’, their education levels 
lower; in 1994, a third of all Latinos (compared with 15% of 
blacks) failed to graduate from high school. The Spanish lan- 
guage, which is their glory, also consigns too many of them to 
jobs not far removed from indentured slavery. Yet in a coun- 
try still divided along lines of race and class, many Latinos 
consider that they have an essential role to play: both as the 
uncomplaining greasers of the wheels of the American econ- 
omy, and as the builders of bridges between two races, black 
and white, which still fail to get along with each other. 


The right new ingredient 

To generalise about any group is dangerous; especially with 
Latinos, who are a heady mix of different races united mainly 
by a language. Yet it is precisely this variety that makes them 
so vital to America. Simply because they cannot cohere, they 
have never united around bitterness or some notion of group 
rights; instead, they have concentrated on those quintessen- 
tial American tasks, getting up and getting on. 

The signs of this can be seen everywhere. Increasingly, 
Latinos do the jobs that others refuse to do. They make beds, 
kill pigs, pick apples, wash dishes. They colonise, with their 
neat bungalows and family businesses, areas of cities (such as 
South Central in Los Angeles) that both whites and blacks 
have abandoned. Wherever the booming economy cries out 
for workers, or a place needs regenerating, the ever-arriving 
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and ever-progressing Latinos will move in. Nothing daunts 
them. They have the energy and enterprise, underpinned by 
strong family structures, that once characterised European 
immigrants to America—with the difference that this often 
seems like a reconquest of the English-speaking world. 

Their greatest usefulness, however, is in the realm of racial 
politics. Anglo Americans tend to see Latinos as one more 
complaining group, but this is quite wrong. Latinos have no 
racial axe to grind; they themselves are not only brown but 
also black and white. Although they often meet discrimina- 
tion, they have little taste for the politics of quotas or com- 
pensation. And although they have always supported “affir- 
mative action” programmes, they now loathe bilingual 
education, the programme most specifically devised to give 
them a leg-up into American life. Even poor Latinos retain a 
sturdy distrust of government, preferring to rely on their fam- 
ilies. Relatively few Latinos are on welfare; most believe that a 
man ought to help himself first by his own efforts. 

This combination of compassionate liberalism and mor- 
alistic conservatism means that Latinos are natural allies nei- 
ther of whites nor of blacks. They are an unsettling new force 
on the landscape. Most important, they are proving immune 
to the race-based politics that has long characterised Ameri- 
can life, especially in the cities. Specific appeals to blacks or 
whites will fail to move them; and, as more Latinos register to 
vote, racial blocks in the big cities have been inexorably break- 
ing down. In Chicago, Houston and Los Angeles, to name but 
three, a new breed of non-ideological *can-do" mayor has 
come to power in a climate in which it is suddenly easier to 
breathe. Latinos are largely to thank for that. 

Last year, President Clinton set up a commission to talk 
about race in America. It was heavily staffed by blacks, who 
have been unable to see beyond the Great Divide. Perhaps it 
should have been staffed by Latinos, who cannot see a Great 
Divide at all: only bridges to be crossed, chances to be seized, 
another day's march along the road to completing the world's 
greatest multicultural experiment. 





Land of the smoke-free 


There is no case for stiff new penalties against America's tobacco firms 


HEextraordinary political battle over the future of Ameri- 

ca's tobacco industry seems likely to come to a climax over 
the next few weeks. Will Bill Clinton work with Republicans 
on Capitol Hill to impose drastic new penalties on the once- 
mighty industry? Or will president and Congress settle for 
posturing—each aiming to outbid the other ahead of this au- 
tumn's Congressional elections, proposing ever more out- 
landish punishments, until the process collapses without 
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yielding new legislation? The tobacco firms too have a choice 
to make. Now that Congress has picked apart the deal they 
agreed with state governments last June—a deal that, on any 
disinterested assessment, was already harsh—should they 
refuse to co-operate in seeking a national agreement, as they 
now threaten to do? And, if so, should they fight their cases 
through the courts or seek quick settlements state by state? 
Complicated stuff. Let us simplify. The politicians are de- 
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bating, in effect, whether to thump the industry severely or 
beat it to within an inch of its life. Perhaps even now it isn't 
too late to point out that there is no case for doing either. 

To judge by the rhetoric of the anti-tobacco campaign, 
America has taken leave of its senses over smoking. Politi- 
cians and newspapers refer mindlessly to tobacco firms as 
"dealers in death"—comparable to, or maybe worse than, ter- 
rorists. Yes, smoking is bad for you, as every packet of ciga- 
rettes sold in America for the past 30 years has pointed out. 
But so are lots of things: high-fat foods, alcohol, fast cars, un- 
protected sex and jogging all take a dreadful toll. In a tolerably 
free society, you are allowed to do what is bad for you, and 
what others would rather you didn't, so long as you are harm- 
ing only yourself. Despite the bally-hoo over second-hand 
smoke, there is no good evidence that it poses a measurable 
risk to bystanders. America's insistence, whenever possible, 
on enclosing smokers in small glass-sided cubicles already 
protects non-smokers from both nuisance and any risk. A tol- 
erant society would recoil even against this, never mind seek 
to mobilise a lynch-mob against the dissidents. 

True, the tobacco companies have hardly helped their 
cause. Their refusal to admit the obvious—that smoking is un- 
healthy and addictive—must rank as one ofthe stupidest, and 
least successful, disinformation campaigns in history. But 
this should have no bearing on their position in law: they 
should not be judged negligent because everyone has known 
for decades what they denied. The states' legal suits claiming 
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damages for the health-care costs created by smoking, which 
have forced the industry to the negotiating table, are bogus. 
On balance, smokers save public money by dying early. 

The avowed priority of Mr Clinton and congressional 
leaders—to cut teenage smoking—is just more humbug. Sim- 
ply banning vending machines and enforcing more vigor- 
ously the current laws against sales to minors would achieve 
more in that regard than fining the industry billions or forc- 
ing it to agree to unconstitutional bans on advertising. Turn- 
ing tobacco into a wicked indulgence by declaring war on it is 
certainly the best way to get teenagers to take it up. 


Fanaticism takes years off your life 


The tobacco companies, aided by a coalition of junk-food 
firms, retailers and civil-liberties groups, may yet hold the 
zealots at bay, both in state courts and Congress. More likely, 
the firms will eventually have to agree to some settlement. It is 
in America’s interest that any such deal, whether reached at 
the national or state level, falls far short of providing the huge 
damages and draconian restrictions now being contem- 
plated. The intolerance of the anti-smoking movement is a 
greater threat than smoking. If the zealots succeed in pushing 
cigarettes to the edge of prohibition, their real goal, then what 
will be next? Not guns, obviously—no need to get carried 
away. But beer, perhaps (it's bad for you, and drunks can be 
violent). Or hamburgers (America has an obesity crisis, and fat 
people take up too much space). Enough, already. 





Hemisphere be damned 


Political geography needs some new terms 


Wi hemisphere do you live in? That is probably not 
a question you have ever asked yourself unless you are 
an American—one of those people, that is, who live in the 
Americas, which sometimes go by the name of the western 
hemisphere. These guys, the 785m or so people between 
Alaska and Cape Horn, have a hemisphere all to themselves. 
At the Summit of the Americas in Santiago last weekend, they 
were full ofhemispheric this and hemispheric that. But where 
did that leave the world’s other 5 billion people? All crammed 
into the eastern hemisphere, of course. That hardly seems fair. 

A lot of the trouble lies with the West. The West is much the 
same as the first world, minus some Swedes and Swiss. So the 
West includes Japan, better known perhaps for being part of 
the East—the Far East. The West also now includes some bits 
of another East, the one that used to comprise communist 
Russia and its satellites; much of Eastern Europe is today in 
the West. So Kipling was wrong: the twain shall meet. 

Note, however, that the West does not include some parts 
of the East that simple folk might think eligible. Singapore, for 
instance, is a bit of the East that is rich enough to be in the first 
world but does not want to be part of the West. And Saudi 
Arabia and several small countries nearby also have the cash 
to qualify, but are not quite welcome in the West. In spite of 
this rejection, these places do not mind being put in the Mid- 
dle East, though viewed from, say, the Far East they are really 
in the Middle West, which everyone knows is in America, or 
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rather the United States, as others in the western hemisphere 
like to call it. Note, too, that most of the western hemisphere is 
not in the West, or in the East either. Meanwhile, the poor old 
Near East seems to have disappeared, along with the second 
world, though the third world is still with us. 

It is time to put the worlds to rights, first by abolishing the 
western hemisphere. In future the only hemispheres should 
be northern and southern. Then everyone will know which 
hemisphere he lives in: the equator, after all, is one of the few 
lines on the map that is not arbitrary. Some arbitrary lines are 
useful, however, so the Greenwich meridian will be kept, but 
out of sensitivity towards the third, henceforth second, world 
it will be renamed the Ouagadougou meridian, because the 
capital of Burkina Faso lies on it (well, almost). For those 
really serious about turning the world upside down, the map 
can be inverted, with the south on top—and Aussies up over. 

But much of the East-West confusion will remain. To get 
rid of it, the West, meaning the lot that won the cold war, will 
be renamed the Right, and the East, meaning the commu- 
nists, will become the Wrong. That will be no more than re- 
specting the tradition whereby geographical terms reflect po- 
litical power (blame the Near, Middle and Far Easts on the 
Eurocentricity of yesterday's world rulers). In the new, post- 
cold-war era, it is appropriate that the names should honour 
the values of the victors, tinged by a little political correctness. 
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The keenest recruits to 


the dream 


AUSTIN AND LOS ANGELES 


Four centuries after Spanish-speakers settled in what is now the United States, 
how close have Latinos come to making their presence felt? 


HEN Danny Villanueva became the 

first Latino to play in the National 
Football League (back in the mid-1960s, be- 
fore his business acumen made him rich), 
players travelled in segregated buses. 
“Sometimes”, he remembers, "I'd head for 
the white bus and the black guys would be 
hollering out the window, ‘Hey, Taco! Taco, 
come ride with us? And Id ride with them. 
It got to be a joke. We'd head for the buses 
and I'd just stand there deciding which one 
to ride. The coach would say, 'OK! You guys 
on this bus, you guys on that bus; 
Villanueva, you take a cab." 

In the polarised politics of race in 
America, Latinos have always been caught 
in the middle. At times they are accepted, at 
times abused; they have never been en- 
slaved, yet have suffered segregation. Some 
Latinos are, in effect, native Americans, 
whose communities in the south-west go 
back to the 16th century. Far more came in, 
and still come in, as turn-of-the-century Eu- 
ropeans did: voluntarily, largely penniless, 
in pursuit of the American dream. 

It is almost 400 years to the day—April 
30th 1598—since Don Juan de Onate's expe- 
dition waded across the Rio Grande, gave 
thanks, and claimed the lands to the north 
for Spain. It is also 150 years since the an- 
nexation of the south-west after the Mexi- 
can-American war, and the centenary of 
Puerto Rico's entry into the Union after the 
Spanish-American war. History, it seems, is 
asking the United States to reflect on its 
Spanish-speakers. It is high time. 

Latinos are the fastest-growing group in 
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the country. There were around 30m in the 
latest census, in 1990, about 15% of the 
population (not counting 2m-3m who were 
in America illegally) On current trends, the 
figure is expected to rise to 96m by 2050; 
the Census Bureau predicts a 75% increase 
by 2015. Latinos immigrate, with or with- 
out papers, in far greater numbers than any 
other group. They have children younger 
and in far larger numbers than their coun- 
terparts. They live longer. And, increas- 
ingly, the future lies with them. 


Many-coloured enterprise 
Spanish-speaking Americans are as het- 
erogeneous as the United States itself. They 
come in all shades of brown, white, black 
and yellow. The breakdown is roughly 63% 
Mexicans, 12% Puerto Ricans, 8% Cubans, 
12% Central Americans and “diverse” Latin 
Americans, and 5% Dominicans. 

Each group brings with it a different 
history and different loyalties; all agree that 
the word "Latino", let alone "Hispanic", is 
unsatisfactory. Texans with Mexican ances- 
try call themselves Tejanos, other Ameri- 
cans with Mexican ancestry call themselves 
Chicanos; Hispanos are New Mexicans 
who trace their roots to Spain. Although 
Anglo America would like to homogenise 
them, anything less like an ethnic lump is 
hard to imagine. It is language (and, to a 
lesser extent, Roman Catholicism and fam- 
ily values) that brings these people into a 
category that both black and white Ameri- 
cans can treat as "them". 

Latino strength lies not just in how 
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many there are, but in where they are. Apart 
from the Puerto Rican and Dominican 
pocket in the urban north-east, they are 
concentrated in the west, the south-west, 
and Florida (see box on next page). Latinos 
are expected to become the majority in 
America’s two most dynamic states, Texas 
and California, by 2020. But many are also 
migrating to the heartland to do jobs, such 
as meatpacking, which blacks and whites 
are now reluctant to do; and to find, along 
the way, cheap houses and good schools. 
States with strong agro-processing indus- 
tries, such as lowa, have seen their Latino 
population double since 1987. 

Even poor Latinos have middle-class as- 
pirations. According to David Hayes 
Bautista, the head of the Centre for the 
Study of Latino Health at the University of 
California at Los Angeles, Latinos have the 
highest rate of male participation in the la- 
bour force, the lowest use of public assis- 
tance and the highest rate of family forma- 
tion. Latinos spend nearly twice as much as 
blacks on mortgages, and, although most 
arrive with no capital and take rock-bottom 
jobs, they are reaching the middle class in 
increasingly large numbers. In Los Angeles 
there are now around 450,000 middle- 
class Latino households, three times as 
many as in 1980. 

The number of Latino-owned busi- 
nesses, too, has almost doubled since 1993 
in most states. In Los Angeles County they 
have grown from 57,000 in 1987 to 210,000 
in 1997: much of California’s recovery has 
been achieved by them. Overwhelmingly, 
immigrant Latinos work in the private sec- 
tor. Only 3% of Latino immigrant men in 
Los Angeles worked for the government at 
the time of the 1990 census, against 18% of 
black men. Latinos have still not acquired 
the habit of looking to government either 
for welfare or for jobs. 

According to Jeffrey Humphreys at the 
Selig Centre of the University of Georgia, 
the buying power of Latinos has risen 65% 
since 1990 to $348 billion today, or more 
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than the GNP of Mexico. The buying power 
of California Latinos alone increases by $1 
billion every six weeks. Because Latino con- 
sumers are concentrated in certain markets 
(California, Texas, New York, Florida and 
Illinois, in order of importance), sophisti- 
cated Latino advertising agencies can aim 
precisely at them. Not only is the Latino 
market large and growing fast, but it also 
has a reputation for brand loyalty that 
warms a corporate executive's heart. In 
short, there are big rewards to be had here. 


The struggle to learn 


There is, of course, another side. Immigrant 
Latinos are the most likely to live under the 
poverty line. Latinos may be less reliant on 
welfare generally, but 4096 of the children 


on welfare in California are Latino. In the 
colonias of south Texas food stamps stave 
off malnutrition. Under the recent welfare 
reforms, legal immigrants will lose food 
stamps to the tune of $200-300 a month. 
Meanwhile more Latino immigrants, 
both legal and illegal, keep pushing in. The 
newer they are, the more eager they are to 
work for any pay, and they are so useful that 
employers rarely question their creden- 
tials. Every large border town has, loitering 
round the bus stations, recruiters for 
slaughterhouses or chicken-processing 
plants across the mid-west. A building fore- 
man picking up workers in Houston con- 
fides that he seldom sees non-Latinos lin- 
ing up for work. "When I do see blacks or 
whites,” he says, “I think of them as the last 





The exiles' tale 


MIAMI 


OST Latinos have come to the 
United States running from a 
place they were determined to leave be- 
hind. The Cubans of Miami, in sharp 
contrast, brought much of their country 
with them. They have rebuilt in Miami 
their social clubs, their banks, their busi- 
nesses, their favourite restaurants. The 
older ones, those who came shortly after 
Fidel Castro seized power in 
1959, still live in a sort of 
limbo, physically in the 
United States but psychologi- 
cally and culturally in Cuba. 

Since they always meant to 
return once Mr Castro had 
gone, they had no wish to melt 
into the Great American Stew. 
There was little need to put 
down roots in their new com- 
munities, they felt, or to take 
part in local or national gov- 
ernment. Their sons and 
daughters think differently. 
Cubans now serve as mayorsof — 
Miami, Miami-Dade County 
and Hialeah, Dade County's 
three largest cities, and the Miami-Dade 
County Commission has a plurality of 
Cubans. 

Though poorer Cubans poured into 
Miami on rafts in the early 1990s, Cuban 
Miami is still run by the first wave of ex- 
iles. Unusually for Latino immigrants, 
these were upper-class people: urban 
professionals and landed gentry, almost 
all of them white. Over time they have 
created their own hugely successful econ- 
omy in Miami, with banks, construction 
companies and trading houses all doing 
business in Spanish on an international 
| scale. But, just because this parallel world 
| has become so successful, first-wave Cu- 
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Still dreaming of the past 


bans still feel little need to shed their na- 
tive ties to become “good Americans”. 
Ironically, it is the second wave, the 
balseros, who are behaving like most 
Latino immigrants: washing wind- 
screens and dishes, or hanging round 
construction sites, in the hope of blend- 
ing seamlessly into their new country. 
Most Cuban-Americans are still reg- 











istered Republicans. They still blame 
President Kennedy, a Democrat, for fail- 
ing to go to war with Mr Castro in 1961. 
Younger Cubans have begun to vote for 
Mr Clinton, and increasingly want to 
make conciliatory overtures to Mr Cas- 
tros Cuba. Yet strong family ties and 
deep respect for the older generation en- 
sures that the mind-set of the exiles, and 
their fear of “softness”, is kept alive. | 

Surveys show that only about one in 
four Cuban-Americans (most of them 
older) would actually go back if the Cas- 
tro government fell. Yet, uniquely among 
Latinos in America, most of them still re- | 
main rooted in another country. 





resort. Your Guatemalan is going to give 
you more value for money." They do so in 
the fields, too, where crops such as lettuce, 
tomatoes and strawberries are picked al- 
most exclusively by Latinos, most of them 
now legal immigrants, working for a pit- 
tance for 16 hours a day. 

Most of these workers eventually settle 
down; some remain as migrants, following 
the harvests from state to state, taking their 
children in and out of school. Yet even 
Latinos who stay put do not shine in the 
classroom. They lag behind both whites 
and blacks by almost every measure: higher 
drop-out rates, lower test scores, fewer col- 
lege graduates. "Our growth means noth- 
ing if we remain under-educated," says 
Antonia Hernandez, the head of the influ- 
ential Mexican-American Legal Defence 
Fund. “We Latinos have to become ob- 
sessed with education." 

At present, that obsession is often fo- 
cused in the wrong place: at university 
level. Both California and Texas, where 
Latinos account for a third of high-school 
graduates, have struck down affirmative ac- 
tion—preference for minorities—in their 
universities; this year, far fewer Latinos will 
be going to the top-rank colleges in those 
states. This weakens one stepping-stone to 
economic success, as well as ensuring that 
the best and brightest Latinos will be lured 
away from the states where they have the 
best chance to advance in public life. Yet 
the key to Latino advancement lies not in 
the universities, but in the public-school 
system; and that system, already dilapi- 
dated and short of cash, threatens to be 
overwhelmed by enrolments of Latino 
schoolchildren that will grow from 4.9m in 
1994 to 6.9m in 2000. 

Would these children be helped if they 
were taught in Spanish rather than Eng- 
lish? The issue has been debated for years. 
Many Anglos suppose that Latinos do not 
want to learn English, and often they do 
not need to; by dint of market forces and 
grudging acceptance of history, Spanish 
has become as commonplace in south- 
western America as French in Canada. 

Yet most polls say that over 90% of new 
immigrant Latinos want to learn English, 
and Latino parents want their children 
taught in English at school. They see it as the 
obvious route to a better life. They would 
rather not have to forget their Spanish; they 
want to be able to write cheques in Spanish, 
and chat to each other in Spanish at the of- 
fice. Yet they overwhelmingly want to have 
English as well. It is a key to their approach 
to the American enterprise. 


Political awakenings 

You might think such shifts in demography 
and culture would bring political change. 
So far, it has been slow to come. For all their 
numbers, Latinos have not yet swung a 
presidential election; in 1996, the only state 
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where the outcome depended on their 
votes was Colorado. Years spent on the po- 
litical margins have left them woefully un- 
der-represented at every level of govern- 
ment. Nor have they had much luck. Henry 
Cisneros, the best-known Latino politician, 
left his job as secretary of housing and ur- 
ban development under a cloud; the next- 
most-senior Latino, Federico Pena, the 
transport secretary, is leaving to spend 
more time with his family. There are now 
no Latinos left in Mr Clinton’s cabinet, 
which was meant to “look like America”. 

At state and city level, however, the pic- 
ture is more encouraging. There are more 
Latinos in elected office than ever before. In 
some counties of Texas and New Mexico al- 
most every elected official is a Latino. Mr 
Cisneros and Mr Peria both rose to the cabi- 
net after successful careers as mayors (Mr 
Cisneros in San Antonio, Mr Pena in Den- 
ver). A bigger breakthrough has been in 
California, where Antonio Villaraigosa has 
become the first Latino speaker of the state 
legislature. Texas has a Latino attorney-gen- 
eral, Dan Morales, and a secretary of state, 
Al Gonzalez, who was raised in poverty by 
first-generation Mexican immigrants. 

Mr Gonzalez is that rarest of elephants, 
a Republican Latino. And thereby hangs a 
tale. Latinos, with their work ethic, their re- 
ligion and their love of family, might seem 
natural Republicans. But most of 
them dislike the party's hard line 
on immigration—and nowhere 
more than in California, where 
Governor Pete Wilson drove 
through Proposition 187, which 
cut off benefits to both legal and 
illegal immigrants. 

This has pushed Latinos into 
unexpected political solidarity 
both in California and outside it. 
They have been galvanised both 
to vote, and to register to vote, in 
substantial numbers; and Repub- 
licans can no longer take comfort 
in the fact that Latinos have a 
miserable turnout at elections. In 
Texas alone, 400,000 new 
Latinos registered to vote in 1996. 
The political coming of age of the 
Latino middle class is, says Mr 
Cisneros, “a genie that cannot be 
put back in the bottle.” 

This does not yet mean that 
Latinos have become a political 
unit. They vote all kinds of ways, 
and not necessarily for their own. 
In Odessa, a grimy oil town in 
west Texas where half the popula- 
tion is Latino, there is only one 
Latino on the six-member city 
council. “I don’t care whether a 
politician is white, black, or 
brown,” says Nicky Hernandez, a 
local car mechanic, “as long as 
he’s down here in the neighbour- 
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hood getting things done.” 

Conciliation goes further. Most Latinos 
prefer to walk away from abuse and con- 
frontation. A Latino effort to imitate the 
black Million Man march was a humiliat- 
ing failure. Latinos lack the leaders the 
black community has, and they are less 
clear about what offends them. When Taco 
Bell recently used a Spanish-speaking chi- 
huahua called Dinky to advertise their bur- 
ritos on television, some indignant Latinos 
demanded an apology; but more Latinos 
thought the dog rather cute. In these crazy 
times, almost any other minority in Amer- 
ica would have united in outrage. 


The margin or the core? 


In some ways, Latinos are not yet fully ab- 
sorbed into America. Their Catholicism, 
though it does not unite them politically, 
has other, subtler, effects: it gives them a 
sense of belonging to a larger world, and a 
certain resistance (at least for now) to Amer- 
ican materialism. Their language keeps 
them close to the southern half of the conti- 
nent, and new dual-nationality rules allow 
Mexican-Americans to stay fully involved 
in Mexican politics. Latinos, though well 
involved in baseball, are almost absent 
from other mainstream American sports. 
Most of them prefer soccer, so much that 
Major League Soccer depends on them to 
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Stay afloat. 

Latinos are largely absent from main- 
stream culture, too. Latino actors used to 
Anglicise their names, and Latinos are still 
stereotyped on screen (as blacks used to be) 
as dim-witted labourers. Public libraries 
carry few books on Latino culture. One 
large bookshop in Los Angeles has Jimmy 
Santiago Baca's award-winning poetry 
shelved with homosexual poets under “Mi- 
nority Interests": ironically, it was Mr Baca 
who wrote that Latinos had been "erased" 
from the American landscape. 

Yet, for all that, the Latino internal mar- 
ket is exploding. Established publications 
such as Hispanic magazine (with 1m read- 
ers) or La Opinión, an excellent Spanish- 
language daily in Los Angeles, have been 
joined by many other magazines aimed at 
Latinos, notably People en Espanol and 
Latina. Popular-music performers who 
used to be concerned with breaking out of 
the Latino market now get rich from it. 
Spanish television networks—Univision, 
now headed by Mr Cisneros, and its rival 
Telemundo—are hugely popular, acting as 
a filter for all things American in most 
Latino households. And all over the south- 
west the Latino radio stations have a stron- 
ger signal than the country-music stations. 

America tends to reduce its people's as- 
sorted origins to the flimsiest of tokens: a 
kilt, a leprechaun, a pizza. As the 
Latino population grows larger it 
will also become more assimi- 
lated, particularly as Latinos have 
high rates of inter-marriage with 
non-Latinos. Yet this is, after all, a 
very big chunk of the population, 
and one bolstered by the only 
language that is now a world rival 
to English. Spanish-speaking 
America is already the world’s 
fifth-largest Hispanic nation. 
Within ten years, only Mexico 
will have more Spanish-speakers. 

Even if they can be digested, 
how strong will they become? 
Some Latinos like to think that, 
once they have come to run the 
south-west and south Florida 
(which is not far off), it will be a 
short step to running the country. 
That is too blithe. Latinos will not 
punch their weight politically or 
economically for some time. If 
their education does not im- 
prove, most Latinos will be ser- 
vicing rather than running zist- 
century America. Even so, their 
eagerness for betterment, their 
readiness to do lowly jobs and, 
above all, their refusal to choose 
between the white bus and the 
black will make them perhaps 
the most vital group in the whole 
American experiment. 
EEE 
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Chinese wrinkles 





Wang Dan, a leader of the stu- 
dent protest that ended in the 
Tiananmen massacre in 1989, 
_ was freed from jail on medi- 
| cal grounds and allowed to 
| leave for the United States. 
| But suggestions that the gov- 
| ernment is becoming more 
| tolerant of China's political 
opposition were discounted. 


Negotiators from China and 
Taiwan met in Beijing for 
the first time in 33 months. 
The mainland Chinese had 
broken off talks after the pres- 
ident of Taiwan, which China 
says is a rebel province, was 
allowed to visit the United 
States. 


Bill Richardson, the most se- 
nior American official to visit 
Afghanistan in more than 20 
years, secured a ceasefire in 
the civil war and the promise 
of peace talks. 


Ulster, now Israel? 


Tony Blair, Britain's prime 
minister, toured the Middle 
East, representing the Euro- 
pean Union. During his visit 
to Israel and Gaza, it was ar- 
ranged that Binyamin Netan- 
yahu and Yasser Arafat would 
go to London on May 4th for 
(separate) talks with Made- 
leine Albright, America's sec- 
retary of state, to get the peace 
effort going again. 


A secret agreement between 
Tony Blair and Bill Clinton 
for Britain to reprocess a 
small quantity of nuclear 
waste from the former Soviet 
Union enraged British envi- 
ronmentalists. 
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A report by the UN's weap- 
ons inspectors charged with 
Iraqi disarmament showed 
that their investigations, espe- 
cially into biological weap- 
ons, are far from complete. 
Iraq's deputy prime minister 
accused America and Britain 
of using "mercenaries" as 
weapons inspectors. 


Security forces in Yemen cor- 
doned off an area where 
tribesmen are holding a Brit- 
ish family hostage. The kid- 
nappers want roads and elec- 
tricity in their region. 


A former French prime min- 
ister, Edouard Balladur, and 


| several of his ministers, de- 














fended French actions in 
Rwanda in 1994 before a 
parliamentary commission of 
inquiry in Paris. They denied 
complicity in the genocide, 
saying they had tried to stop 
it. For its part, Rwanda was 
poised to execute more than 
20 people whose pleas for 
clemency it had rejected. 





The presidential election that 
Nigeria is to hold on August 
ist was turned into a referen- 
dum on General Sani Abacha, 
the current ruler, when all of 
the five political parties al- 
lowed to take part adopted 
the general as their candidate. 


NATO advances 


Austria's president, Thomas 
Klestil, a (non-party) conser- 
vative who favours NATO 
membership, won a second 
six-year term. 
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As Serbia organised a vote de- 
signed to preclude foreign 
mediation in its province of 
Kosovo, NATO sent a team to 
Albania to help it find ways 


| of preventing the crisis from 


spilling across its borders. Re- 
ports surfaced of border 


| clashes between Serbian 











troops and armed infiltrators 
from Albania. 


The Red Army Fraction, à 
German radical group that 
planted bombs and assassi- 
nated businessmen and poli- 
ticians during the 1970s and 
1980s, said it had disbanded. 


A Croatian court acquitted a 


, journalist of libelling the gov- 


ernment. The entire cabinet 
had sued him for quoting a 
report that had alleged the 
government was corrupt. 


Forza Italia, à four-year-old 
conservative party, held its 
first congress and elected as 
its leader the party's founder, 
Silvio Berlusconi, a media 
mogul and ex-prime minister. 


France's parliament voted in 


| favour of taking part in Eu- 


rope's single currency, by 
334 votes to 49. 


Charles Millon, president of 
the French region Rhóne- 
Alpes, founded a right-wing 
party after the conservative 
UDF expelled him for co-op- 


| erating with the xenophobic 


| National Front. 


A Turkish court sentenced the 
mayor of Istanbul to ten 
months in jail for making a 
vehemently Islamist speech. 


Armenia’s recently elected 
president, Robert Kocharian, 
appointed a government 
likely to push radical eco- 
nomic reforms. 


Constantine Karamanlis, a 
former prime minister and 
president of Greece, has died. 
He helped restore democracy 
in 1974. 














. Colombia's best-known hu- 





| for the presidency. 


POLITICS THIS WEEK 


Americans unite | 





Despite Bill Clinton's lack of 
fast-track authority to hustle 
trade deals through Congress, 
the 34-country Summit of 
the Americas in Santiago 
launched negotiations aimed 
at pan-American free trade, 
and promised a big push on 
education. It also opened the 
way to multilateral judging of 
anti-drug efforts. 





A federal jury in Chicago 
found that two prominent 
anti-abortion groups had 
broken racketeering laws by 
directing protesters to use vio- 
lence against clinics. 





The grand old man of Mexi- 
can letters, Octavio Paz, a 
Nobel prize winner, died. 


The UN Human Rights Com- 
mission declined this year to 
condemn Cuba. Latin Amer- 
ica mostly abstained; Europe 
mostly joined the United 
States in censuring Cuba. So 


| did Canada—though its 


prime minister, Jean Chré- 
tien, is about to pay an offi- 
cial visit to Cuba. 


man-rights lawyer was mur- 
dered—by paramilitary thugs, 
said public opinion. 





Paraguay’s highest court 
confirmed a ten-year sentence 
for his not-quite coup in 1996 | 
on (now ex-) General Lino | 
Oviedo, front-runner in the | 
presidential election due on 
May 10th. The electoral court 
then declared him ineligible 


| 
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Faltering 


Britain’s exporters cheered as 
the pound eased amid a 
growing belief that British in- 
terest rates have peaked. Ster- 
ling slipped below 3.00 D- 
marks, more than 11 pfennigs 
down on its nine-year high of 
3.11 on March 31st. British 
Steel plans to insure against a 
rebound by paying some sup- 
pliers in euros. 


LIFFE, London's embattled 
futures exchange, had another 
bumpy week. It challenged its 
rivals by preparing to launch 
the first derivatives contract 
denominated in euros, on 
April 30th. But it responded 
weakly to growing criticism 
of its management by an- 
nouncing only half-hearted 
steps towards demut- 
ualisation. 


Boeing's first-quarter profits 
fell to $50m, down sharply 
from $540m a year earlier, be- 
cause of production prob- 
lems with its latest line of 737 
airliners. 


General Motors’ share price 
slipped after its first-quarter 
profits plunged by 11% be- 
cause of the Asian crisis. 
IBM's net profits fell by 13% 
in the first quarter, the first 
decline in two years. But the 
computer company’s share 
price rose on forecasts of bet- 
ter times ahead. 


Building defences 


Britain’s GEC is bidding to 
make a splash in the defence- 
electronics market by buying 
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Texas-based Tracor for $1.4 
billion. Gec also declared an 
interest in Northrop 
Grumman, whose merger 
with Lockheed Martin Ameri- 
ca's regulators are trying to 
block. 


Europe's arms industry 
took another step towards 
consolidation. A consortium 
led by Germany's Krauss- 
Maffei, and also including 
Britain's GKN, won a £3 bil- 
lion ($5 billion) contract to 
build a *battlefield taxi" for 
Europe's armies. But the 
really big prize for would-be 
streamliners—a single Euro- 
pean military-aerospace com- 
pany—remains elusive. 


Leaving 


He is accused of treating his 
media empire like a dynasty. 
Now Rupert Murdoch has 
split from his wife Anna after 
30 years. She plans to remain 
on the board of News Corp, 
which has just bought stakes 
in three Russian and east Eu- 
ropean telecoms firms. 


The wheels of justice turn 
slowly in Italy. Almost 16 
years after the collapse of 
Banco Ambrosiano, Italy's 
court of cassation finally 
cleared Carlo De Benedetti, 
a leading industrialist, of 
charges of fraudulent 
bankruptcy. 


After months of wrangling, 
James Fifield, the boss of 
EMI Group's music division, 
has left the world's third-larg- 


| est music company with a 


| £12.5m ($21m) pay-out. 








Enron pulled out of Califor- 
nia’s residential electricity 
market, leaving the field to 
the public utilities and a host 
of smaller operators. Its 
abrupt departure is a blow to 
the state’s efforts to introduce 
competition to the once-regu- 
lated market for power. 


Big bids 


CCA Prison Realty, a real-es- 
tate Investment trust, agreed 
to pay $3 billion in stock for 
Corrections Corp of Amer- 
ica, a huge prison-operating 
company that only last year 
created the REIT as its land- 





lord. One of America’s fastest- | 


growing companies will now 


| be doing business as a REIT, 


an ownership structure which 
has many tax advantages. 


Akzo Nobel, a Dutch chemi- 
cals group, made a £1.8 bil- 
lion ($3 billion) bid for Brit- 
ain’s Courtaulds, which 
would make it the world’s 
biggest paint company. Akzo 


| plans to spin off the com- 


bined group's fibre business. 


Germany's Volkswagen may 
raise its bid for Rolls-Royce, 
Britain's luxury car maker, to 
£370m ($620m), £30m more 
than the accepted offer from 


| its rival BMW. 


{ 





Looking up 


Pfizer 
Share price, $ 


Pfizer's new pill for curing 
impotence, Viagra, had an 
uplifting debut. American 
men rushed to buy the drug, 
which looks set to become 
one of the industry's block- 


_ busters. European men will 








BUSINESS THIS WEEK 


have to wait until later this 
year to try it. Pfizer won a re- 


| straining order against a firm 


marketing a copy-cat version 
of Viagra. 


Britain's best-paid boss, 
SmithKline Beecham’s Jan 
Leschly, denied that the 
pharmaceuticals company 
was in new merger talks fol- 
lowing the collapse of its 
plans to unite with Glaxo 
Wellcome. 
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Royal Dutch/Shell, which 
has been attacked for its activ- 
ities in repressive countries 
like Nigeria, sought to im- 
prove its image by releasing 
its first ethics report. 









Bank raid 


Bank of New York launched 
a hostile $23 billion stock of- 
fer for Mellon Bank which 
would value the combined 
group at $50 billion. With no 
obvious rival bidders on the 
horizon, the raiding bank 
stands a good chance of get- 
ting its hands on Mellon’s 
profitable asset-management 
business. 


Like their counterparts in the 
United States, Canada’s big 
banks are on a consolidation 
binge. Toronto-Dominion 
Bank is to join Canadian 
Imperial Bank of Com- 
merce in a $14.3 billion deal. 
A merger between Royal Bank 
and Bank of Montreal is 
pending as well. 


The share prices of America’s 
two biggest banks, Chase 
Manhattan and Citicorp, 
soared after they announced 
better-than-expected first- 
quarter earnings. 
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P An American economist reports his 
- findings that increased spending on 
| pharmaceuticals can reduce the need 
in. for more expensive and invasive 
à treatments, and thus lower aggregate 
x / health expenditures. 


In a recent econometric study of all 
! ] drugs prescribed in physicians' offices in 
| y” = A the United States, I found that increased 
2 spending on pharmaceutical products is 
— linked to substantial savings in healthcare 
«d costs, in particular by reducing hospital- 
isation. The study goes beyond individual 
case studies that have demonstrated the 
efficacy and cost-effectiveness of particular 
medications. In the present analysis, 
A information was assembled at the national 
ae level on all prescriptions, hospitalisations, 
surgery, and mortality from several 
E representative surveys conducted by the 
Ri U.S. Department of Health and Human 
- Services for 1980 and 1991. The data were 


i A classified by illness category, such as 
S "hypertensive disease" and "pneumonia 
ka - and influenza", and I focused the study on 
i, the amount of change between 1980 and 
» 1991. The main objective of the analysis 
n? was to probe for the existence of a 
D systematic relationship between changes in 
| the drugs prescribed for each illness and 
b. changes in hospital use, surgery, and 
x mortality associated with the illness. 
1 The results of the study show that 


— within illness categories, higher-than- 
be average rates of prescribing are associated 
with fewer hospital admissions and shorter 
— - . hospital stays. 


n Controlling for the possible effects of 
— other changes, it appears that an increase of 
— . 100 prescriptions is associated with 1.48 


fewer hospital admissions and 16.3 fewer 
$ hospital days. High volumes of drug 

o prescriptions are also associated with lower 

| rates of inpatient surgery. 

, The study also examines the impact of 

x 


another aspect of prescribing: the extent of 
change from 1980 to 1991 in the kinds of 
medications prescribed for a particular 
illness. The key finding here is that along 
with the sheer volume of prescriptions, the 
"novelty" of the medications prescribed was 
also associated with reduced hospital use. 
Interestingly, though, the definition of 
novelty used was the actual measure of the 
change in the types of drugs prescribed, 
and thus the measure would rise even with 
Increased spending 


on pharmaceutical 
products is linked to 
substantial savings in 
healthcare costs. 


changes in prescribing that is related to 
new use of old drugs. Therefore, "novelty" 
broadly represents new approaches to drug 
therapy, rather than being strictly limited to 
new biochemical entities resulting from 
pharmaceutical research. 

As for the impact on mortality, the 
results were somewhat mixed, depend- 
ing on what measure of mortality was 
used: the overall number of deaths 
decreased by 83 for every 100,000 
increase in prescriptions, while life 
expectancy showed virtually no effect. 
At the very least, however, this indicates 
that no adverse effect in terms of 
mortality resulted from the decrease in 
hospital utilisation. 

A lower rate of physician referral was 
also associated with relatively high levels 
of prescribing. In addition, there appears 
to be no association between prescribing 
and ambulatory surgery. This suggests 
that the reduction in inpatient surgery 
linked to prescription volume, mentioned 
earlier, was not simply a shift in the venue 
of surgery from inpatient to ambulatory 
settings, but actually reflects an overall 
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decrease in the volume of surgery. 

An additional compelling result of 
the study is that not only did additional 
expenditures on pharmaceutical products 
reduce aggregate healthcare costs, but 
also that the magnitude of the savings 
was substantial. Indeed, the broad results 
suggest that every additional dollar spent 
on drugs was associated with several 
dollars of savings in the aggregate cost of 
hospital care. Although it would not be 
correct to infer from these findings that 
spending more on prescriptions and drug 
development is a painless method for 
reducing healthcare costs, the study 
does demonstrate the pharmaceutical 
industry's contribution to keeping health 
expenditures in check. 

Based on common experience with 
the effectiveness - and often dramatic 
impact - of drugs, the findings of econo- 
metric analysis should not be terribly 
surprising, But the broad perspective of 
this study, encompassing essentially the 
entire pharmaceutical industry, and 
finding a substantial favourable impact on 
healthcare costs, adds another dimension 
to understanding the role of drug products 
in the healthcare marketplace. 

Dr. Frank K. Lichtenberg teaches at the Columbia 
University Graduate School of Business, New York, USA. 
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Those not very nice people 


in Afghanistan 


America hints it may recognise the Taliban after a peace deal 


LOWLY Afghanistan has crept up the 

list of places that, at least in the view of 
western diplomats, something should be 
done about. On April 17th, it apparently 
came to the top the list. Bill Richardson, 
America's chief delegate to the United Na- 
tions, arrived in Kabul for what he de- 
scribed as “tough discussions". 

No American official of Mr Richard- 
son's seniority has set foot in Afghanistan 
for well over 20 years. The last top gun may 
have been Henry Kissinger. After the Rus- 
sians invaded the country in 1979, the 
Americans stayed clear of it, except to arm 
Afghan guerrillas. In his book “Diplo- 
macy”, Mr Kissinger says that the United 
States had nothing in common with the 
guerrillas. “Yet they shared a common ene- 
my, and in the world of national interest, 
that made them allies.” These days, Amer- 
ica probably cares even less for the Taliban, 
who now rule most of Afghanistan, and 
practise a strict form of Islamism; but na- 
tional interest has arisen again, and this 
was the reason for Mr Richardson’ visit. 

The Taliban have been far more suc- 
cessful than anyone guessed when they 
started their uprising in 1994, apparently 
with Pakistani support. A chunk of the 
country’s north is all that is now denied 
them. But they are recognised as the govern- 
ment only by Saudi Arabia, which gives 





Richardson with the northerners 
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them money, and by the United Arab Emir- 
ates and Pakistan. The forces holed up in 
the northern enclave, who fled from Kabul, 
are still, in the eyes of most of the world, the 
legitimate rulers of the country. 

In Taliban-run Afghanistan there is 
mostly peace. There is order in the towns 
and the roads have been cleared of bandits. 
For the ordinary Afghan this is worth hav- 
ing after years of civil war, even if it means 
growing a beard to please the Taliban big- 
ots, covering your wife from head to foot in 
a sack and turning up in the market square 
to watch thieves having their hands cut off. 

In his "tough" talking with the Taliban, 
Mr Richardson said that America was not 
at all keen on the way Afghan women were 
treated. He asked that they should be al- 
lowed to resume unimpeded the jobs they 
had before the Taliban imposed restric- 
tions on their movement. A few weeks ago 
the United Nations withdrew from Kanda- 
har after the Taliban said that Muslim 
women aid workers, including doctors, 
had to be accompanied by a male relation. 
But Mr Richardson knows that many coun- 
tries are keen for a "solution" in Afghani- 
stan. Even Iran, an old foe of America, but a 
neighbour of Afghanistan, has had discus- 
sions with American officials about the 
problem of refugees. 

Mr Richardson did not go to Kabul 
solely, or even mainly, to 
plead for women's rights, 
although these are a par- 
ticular concern for many 
Americans, among them 
Madeleine Albright, the 
secretary of state. America 
would like to end the un- 
certain status of this large 
country in the centre of 
Asia. He hinted that possi- 
ble recognition of the Ka- 
bul government was in 
America's mind if there 
were genuine progress to- 
wards a peace settlement. 
To the north are the former 
Soviet republics of Turk- 
menistan, Uzbekistan and 
Tajikistan, which are now 


seen as an abundant source of oil and gas. 
To the south is Pakistan with its outlet to the 
Arabian sea. For years western oil compa- 
nies have been plotting possible pipelines 
across Afghanistan to the sea and so to the 
West. At present most oil and gas has to be 
exported though Russia, which adds its 
own premium. A peaceful Afghanistan 
makes an alternative route possible. 
Taliban representatives have had talks in 
the United States with at least one Ameri- 
can oil company. 

But is nationwide peace possible? The 
northern enclave, though small, is well 
armed, mainly by Russia, which fears the 
spread of Islam ever closer to its borders. Its 
fighters are experienced and have their 
backs to the wall. Several times they have 
given the Taliban a terrible mauling. 

After his meeting in Kabul, Mr Richard- 
son flew to Sheberghan in the northern en- 
clave. The Kabul crowd had agreed to a 
meeting with their foes, he said, and mean- 
time would observe a ceasefire. How about 
it? The northerners said yes, and talks were 
fixed for April 25th in Islamabad, the Paki- 
stani capital. 

The talks are not likely to be conclusive, 
but are expected to be the start of some- 
thing, presumably of a new slog by the 
West. A Taliban newspaper gave warning 
that, if Mr Richardson did not seek a solu- 
tion “in conformity with the exact reli- 
gious, national and present political reali- 
ties", he would fail. It does not sound 
encouraging, but there is no alternative to 
having a try. Caspar Weinberger, like Mr 
Kissinger a veteran of negotiations with the 
Afghans, once observed that "we knew they 
were not very nice people,” but “we had 
this terrible problem of making choices." 
————— 
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China 
Is it spring? 


BEUING 


OURS after sitting in solitary confine- 
ment, serving the second year of an 
11-year sentence for “plotting to overthrow” 
the Chinese government, Wang Dan was 
being pampered on April 19th in an air- 
liner bound for Detroit and a hero's recep- 
tion. This is becoming the route du jour for 
China's freedom fighters. Wei Jingsheng 
pioneered the way when he was suddenly 
released last November. More imprisoned 
dissidents are now expected to follow. 
Mr Wei may be seen in the West as Chi- 
na’s voice of conscience: he has consis- 
tently pointed out the state's shortcomings 


- since he rose to prominence in late 1978 as 


part of the "Democracy Wall" movement. 
But to China's younger generation, at least, 
Wang Dan is better known. He was a leader 
in the 1989 Tiananmen Square protests, 
one of those whose meeting with a visibly 
humiliated Li Peng, then prime minister, 
was memorably broadcast on state televi- 
sion. Unlike other top student leaders, Mr 
Wang did not escape abroad once the gov- 
ernment showed its fist. Run to earth, he 
was jailed for four years. Nor did this si- 
lence his calls, in his squeaky voice, for de- 
mocracy and greater government account- 
ability. So back he went to jail. 


Though he has been through 
much, Mr Wang is only 29. On 
past form, he will want to pick up 
the fight where he left off in Octo- 
ber 1996, the last time he was 
heard of. But will be able to? In 
Hong Kong, Han Dongfang, a la- 
bour-rights organiser who nearly 
died serving the prison sentence 
he got for his part in the 1989 pro- 
tests, points out that Mr Wang. 
like Mr Wei and himself, may not 
go back to their homeland. And it 
is easy to be cynical about the dip- 
lomatic horse-trading between 
China and America, of which the 
release of Mr Wei and Mr Wang 
form a part. Mr Wei's freedom 
looked like a thank-you to Amer- 
ica for affording the visit by Presi- 
dent Jiang Zemin last autumn 
such pomp. Mr Wang's release is 
a sweetener for Mr Clinton, who 
in June will make America's first presiden- 
tial trip to China since Tiananmen. 

Still, Mr Wang's release fits a pattern of 
what, in the foreign press, is being called a 
"Beijing spring". Signs of a political thaw 
are various. Elderly liberal academics, such 
as Shang Dewen and Mao Yushi, appear, so 
far, to be able to speak up for individual 
rights without retribution from the Com- 
munist Party's security apparatus. The Chi- 
nese media appear to be becoming more 
frank in their reports and more robust in 
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. Dreams among the cherry blossom 


TOKYO 


N HIS dreams, Boris Yeltsin believes 
he is president of Russia. Similarly, 
Ryutaro Hashimoto likes to imagine he 
is the actual leader of Japan. The two fan- 
| tasts got together on April 18th in Ka- 
wana, a resort south-west of Tokyo, for a 
weekend of mutual make-believe. 
Late-blooming sakura (cherry blos- 
. som)had been rushed from a cooler part 
of Japan to replace the hotel's blossoms 
that had rudely died. Against this back- 
ground, Mr Hashimoto indulged his fan- 
tasy about Russia handing back the four 
small northern islands it snatched from 
Japan in the closing days of the second 
world war. For his part, Mr Yeltsin con- 
tinued to imagine that, in exchange for 
huge investment in Russia, he could 
string Japan along with vague but 
tantalising promises of a peace treaty 
(still not signed 53 years after the end of 
the war) that recognises Japanese sover- 
eignty over the islands. 
If truth be told, the Japanese firms ca- 
pable of developing the oil, gas and fish- 
eries of eastern Siberia and building 
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roads and airports on the islands are 
close to bankruptcy, as is the govern- 
ment. Japanese officials were only half- 
joking when they suggested that it is they 
who should be asking Russia for a hand. 
Mr Hashimoto said he would think 
about diesel generators for Russians liv- 
ing on the islands. He agreed to release 
$600m from a loan already agreed upon. 
He floated the idea of creating a border- 
line showing the islands as Japanese, as a 
step towards a peace treaty in 2000. "In- 
teresting," said Mr Yeltsin enigmatically. 
In reality, neither man is likely to sign 
that document. Mr Yeltsin's circulatory 
system may let him down before his 
term of office ends in 2000. Mr Hashi- 
moto's end could come much sooner— 
even before, say some, Japan's upper- 
house election in July. The knives are out — 
for him among the ruling Liberal Demo- 
crats over his handling of the economy. 
Still, Mr Hashimoto told the Russian 
that he will see him in Moscow in the au- 
tumn. Mr Yeltsin plans to return to To- 
kyo next year. There's no harm in hoping. 





Feeling better, Mr Wang? 


their criticism of government agencies. 
Even the conservative Mr Li—to whom it 
fell to declare martial law in 1989 and who 
is now the head of the National People's 
Congress—is calling for the media to play a 
greater role in criticising government short- 
comings. As for having fun, Beijing is start- 
ing to swing, with bars, clubs and art galler- 
ies. Clearly something is going on. 

Not, so far, as much as might be sup- 
posed. Dissidents are still being jailed. 
Wang Tinjin, a teacher, was reported to 
have been sentenced to two years impris- 
onment on April 14th. The growing expec- 
tations that are being heaped upon the new 
prime minister, Zhu Rongji, are almost cer- 
tainly misplaced. Mr Zhu's inaugural press 
conference last month, shown live on Chi- 
nese television, rivetted the country, as 
much for the witty style of its delivery as for 
its substance. People are now starting to 
paint Mr Zhu not just as an economic re- 
former, but as a potential political reformer 
in the mould of Zhao Ziyang, the party gen- 
eral secretary who fell from grace in 1989. 
This is running ahead too far. Mr Zhu cer- 
tainly appears relaxed, but even in eco- 
nomic matters, he has shown himself to be 
a conservative technocrat, deeply sceptical 
of unfettered markets. There is nothing to 
suggest an admiration in Mr Zhu for an un- 
fettered political marketplace. Besides, his 
brief lies entirely in the economic field. 

In that field, certainly, Mr Zhu has re- 
energised flagging reforms with startling 
vigour. He has given China's rotten banks 
three years to shape up: the Bank of China, 
for instance, the country's least sick state 
bank, is about to announce it will sack half 
its 200,000 staff. Mr Zhu has read the riot 
act to inefficient state enterprises, where 
the number of laid-off workers is rising dra- 
matically. And he has set about breaking up 
and merging government bureaucracies in 
order to separate government from busi- 
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ness. Officials, for the first time since Chi- 
na’s reforms began, are greatly worried for 
their jobs. 

This is no time, then, for the leadership 
to experiment with political liberalisation. 
More likely, China’s leaders are prepared to 
tolerate a milder political climate as a 
means to counter left-wing opposition to 
economic reform—just as they did at an 
earlier, critical stage of reform in 1988. But 
the leaders apparently expect that fast eco- 
nomic growth will beat off any obnoxious 
demands for political change. 

And a Beijing spring? Professor Shang 
says that "academics now feel that they can 
speak out, and that is certainly a good 
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thing. But in terms of the system, there is no 
change at all.” Another liberal academic 
says that any talk of a “political spring” 
makes him nervous. In China, he points 
out, a lot of the worst political events have 
happened in the spring: the anti-rightist 
campaign in 1957, which destroyed a gen- 
eration of intellectuals; the “May 20th” 
document that launched the appalling cul- 
tural revolution; and the events of 1989. “I 
don't think", he says, “that Beijing's spring 
is the best season for politics, especially 
now. If people put pressure on Zhu Rongji 
for political reform, it will be easy for con- 
servatives to blame him afterwards for 
causing trouble." 





Philippines 
Serious politics 


MANILA 


ARDINAL SIN is not the sort of prelate 
to confine himself to lonely prayer. 
With only a couple of weeks to go before 
Filipinos elect a successor to President Fid- 
el Ramos on May 11th, the country's most 
famous priest has been vigorously asserting 
his church's keen interest in earthly mat- 
ters. "We should be careful that what hap- 
pened in the past will not happen again," 
says the cardinal. He is referring to the 1986 
election, in which Ferdinand Marcos held 
on to the presidency by some shameless 
vote-rigging. This led to the "people power" 
revolution that soon swept Corazon 
Aquino to power. The Catholic church 
played a major role in that upheaval; Car- 
dinal Sin himself called on Filipinos to 
take to the streets to resist Marcos's tanks. 
The suspicion is that, 12 years on, some- 
thing ofthe same sort may be needed again. 





Imelda is behind in the polls 
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Given the state of the opinion polls, there is 
a clear danger that this election too could 
see widespread dagdag-bawas, cheating. 
Both the departing president and the man 
he would like to succeed him—José de 
Venecia, the speaker of the House of Repre- 
sentatives—have been shaken by a poll that 
gave Joseph “Erap” Estrada, a film star 
turned populist vice-president, a com- 
manding lead with 30% of the vote. His 
nearest rivals, Mr de Venecia, Alfredo Lim, 
the mayor of Manila, and Lito Osmena trail 
well behind. 

Mr de Venecia sturdily claims that his 
vote is rising, and that he can overtake Mr 
Estrada. If the signs between now and elec- 
tion day suggest he is wrong, Mr Ramos will 
have to choose between accepting an Es- 
trada victory and doing everything he can, 
including dagdag-bawas, to avoid it. 

From one point of view, it would seem 
odd for Mr Ramos even to contemplate 
this. After all, he helped Cardinal Sin resist 
the vote-twisting of 1986. And there are sto- 
ries that the 70-year-old president might 
like to become the next secretary-general of 
the United Nations; if that is so, he would 
hardly want to risk getting caught out fid- 
dling the polls. But there are signs that 
point the other way. Ever since last year's 
failure to have the constitution amended 
so that he could run again, the critics say, 
Mr Ramos's behaviour has been puzzling. 
He endorsed the unimpressive Mr de Ven- 
ecia; he has not halted the personal abuse 
of Mr Estrada that has been a feature of the 
campaign. As a consequence, some fear 
that the ballot-boxes may yet be stuffed. If 
an honest election were held today, the 
swashbuckling vice-president would prob- 
ably be on his way to Malacanang Palace, 
the presidential residence. Even many 
businessmen say they would prefer a pro- 
the-poor Estrada presidency to having Mr 
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de Venecia elected by wholesale voterig- 
ging; that, they fear, could bring another ex- 
plosive protest. The church and other orga- 
nisations, such as the National Citizens’ 
Movement for Free Elections, will try to 
monitor the voting but worry that their re- 
sources could be dwarfed by the govern- 
ment's if it decided to play dirty. 

Even by Philippine standards, this is a 
lively campaign. Little is said about boring 
subjects such as how to improve the econ- 
omy. Well aware that the voters prefer 
personalities to issues, the numerous can- 
didates have concentrated on throwing 
some engrossing accusations at each other. 
One of the government side's allegations 
against Mr Estrada is that in 1992 he was 
involved in a plot to assassinate Mr Ramos. 
Not true, counters the vice-president; he 
himself, he protests, is the intended victim 
ofa determined cyanide poisoner. Some of 
the rumours are mind-boggling in their 
complexity. One of them holds that Mr Ra- 
mos is planning to hold an election so 
manifestly fraudulent that he can annul it, 
declare martial law, and thus remain boss. 

Over in Pacific Plaza, the princely Ma- 
nila residence of Imelda Marcos, former 
first lady, even odder ideas are being 
hatched. Mrs Marcos, also a presidential 
candidate, is not doing well in the opinion 
polls. She is also displeased that the Swiss 
courts have agreed to the return to the Phil- 
ippines of some $540m that her late hus- 
band had stashed away in Switzerland. But 
the chairman of the Presidential Commis- 
sion on Good Government, the body 
charged with trying to find the fortune 
Marcos acquired during his presidency, re- 
gards the transfer as a "great advance" in 
his hunt for the money. Half of the Swiss 
cash has already come home. 

Mrs Marcos's campaign offering is à 
proposal to rename the country. *The Phil- 
ippines", she says, is a legacy of King Felipe 
II of Spain, the country's former colonial 
master, from which it broke free a century 
ago this year. The name of the place needs 
changing. How about the Imeldines? 





Indonesia 


Young and 
deadly 


JAKARTA 


ANY Indonesian students were too 
preoccupied with their own protest 
movement to pay much heed to Wang 
Dan's release from prison in China. But at 
least one drew a lesson from the dismal 
fate—jail and exile—of the leaders of Chi- 
na’s Tiananmen demonstrations nine 
years ago: “Like them, we have passed the 
point of no return.” Even if Indonesia's cur- 
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rent campus protest simply fizzles out 
without violence, some students feel their 
copybooks are now so blotted that their fu- 
tures are anyway doomed. They might as 
well carry on protesting. 

The demonstrations have already sur- 
prised many with their persistence and vig- 
our. What started two months ago as a few 
protests has begun to look like a nation- 
wide movement. Most days this week, stu- 
dents from a dozen or more institutions in 
a number of cities have been protesting, 
usually calling for the resignation of Presi- 
dent Suharto. On the whole, they have been 
tolerated so long as they stayed behind 
campus walls. Some students have bruises 
to show for efforts to move on to the streets. 

The protesters, like those in China be- 
fore them, are better at shouting slogans 
about what they dislike than at formulating 
clear plans for reform. Besides wanting to 
get rid of President Suharto, they oppose 
“corruption, collusion and nepotism”, 
evils embodied by the president's family, 
almost all of whom have extensive business 
interests and one of whom—Mr Suharto's 
daughter, Siti Hardiyanti Rukmana—also 
has a cabinet job. They demand changes, 
too, to the political laws which constrain 
democracy and which ensure that the rul- 
ing party, Golkar, always wins elections 
with a large majority. 

Mr Suharto has called for “repressive 
measures" if the protesters do not soon for- 
sake the placard for the blackboard. Several 
hundred students and other activists have 
spent time in detention this year. At least 12 
have disappeared, presumed kidnapped 
by the army, despite the soldiers’ vehement 
denials. Three who turned up after several 
weeks' absence were loth to talk of what 
had been behind their vanishing tricks. 
They were said to have been threatened 
with reprisals if they made a fuss. 

But the government is also showing a 
more conciliatory face, arranging "dia- 
logues" between protesters and cabinet 
ministers, perhaps in the hope of splitting 
the students. They may also find them- 
selves being used or manipulated by par- 
ticipants in some shadowy power struggle. 
Certainly, the many people now opposed 
to President Suharto are pinning hopes on 
the students. Off campus, the opposition is 
divided, scared, and bereft of leadership, 
and even the students do not, as yet, pose a 
real challenge to Mr Suharto's stated ambi- 
tion tostay in officeuntil 2003. He is proba- 
bly deterred from putting a swift end to 
their protests only by fear of the outrage 
such action would cause at a time when In- 
donesia is promised $43 billion of foreign 
money organised by the IMF. 

As the economy continues to decline, 
however, there may be many others willing 
to rally to the students’ cause: the hungry, 
the unemployed and the newly poor. On 
April 22nd, Indonesia claimed to have met 
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a deadline for implementing a number of 
measures demanded by the 1MF before it 
will disburse more money. But they were 
structural reforms covering trade restric- 
tions, the reorganisation of insolvent 
banks, and progress in negotiating a delay 
in the foreign debt payments of the private 
sector. That may be enough to persuade the 
IMF to agree that, after ignoring or flouting 
two previous sets of promises, Indonesia is 
serious about reform. But it will not bring a 
sudden upsurge in economic confidence, 
or in the value of the currency, the rupiah, 
which has fallen 70% since last July. 

Few governments can survive such an 
economic tailspin, and many Indonesians 
believe the Suharto regime is in its death 
throes. Even if they are right—and that is 
what many thought about the Chinese 
Communist Party in 1989—few expect the 
final agony to be brief. 





Cambodia 


Just a figleaf 


BANGKOK 


LTHOUGH Cambodia without Pol Pot 
may be “a better place", as one aca- 
demic tersely concludes, it is not yet a 
peaceful one. When the smoke had cleared 
from the former tyrant's funeral pyre, burnt 
by a few low-ranking Khmers Rouges with 
contemptuous lack of ceremony on April 
18th, Cambodia's immediate future, in- 
cluding an election set for July, was still 
overshadowed by conflict and brutality. 
Artillery fire rambles on in the Dongrek 
mountains along the border with Thailand 
where Ta Mok, who took control of the 
Khmers Rouges last year, is fighting a gritty 
rearguard action against the government's 
lacklustre troops. The Khmers Rouges claim 
Pol Pot’s death cuts all links with their past, 
but their guerrillas soon showed their cre- 
dentials, massacring 25 Cambodians. 
Two years of defections have left the 
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one-legged “Butcher” Mok with no more 
than 2,000 fighters, perhaps only 1,000. 
Thailand's apparent refusal to let him sell 
logs across the border cannot help his cash 
flow. Despite their belligerent language, 
both sides admit they are talking. This may 
not much please America, which marked 
Pol Pot's death by restating its determina- 
tion to bring his surviving henchmen to 
justice. In the next two or three months le- 
gal experts assembled by the United Na- 
tions will arrive in Cambodia's capital, 
Phnom Penh, to sift through documents of 
the Pol Pot years for evidence to support a 
prosecution of Khmer Rouge leaders. 

But there was little enough support for 
an international tribunal when the target 
was Pol Pot, a household name synony- 
mous with genocide. There will be even less 
for lesser-known men. Cambodia's govern- 
ment, like Thailand's, pays lip service to the 
idea of putting the leaders on trial but in 
practice shows no interest in delivering 
anyone for prosecution. Last year, Hun Sen, 
the joint prime minister, struck a deal with 
leng Sary, a former associate of Pol Pot, 
which offers a precedent for settling with 
Ta Mok. Other less prominent former 
Khmers Rouges with bloody pasts now also 
enjoy government rank and pay. 

Such deals are part of a process of na- 
tional reconciliation. Sam Rainsy, an oppo- 
sition leader, hopefully asserts that Pol Pot's 
death at last removes a "scarecrow" used by 
Mr Hun Sen to discredit and suppress po- 
tential political challengers. But Mr Rainsy 
is worried that deals with the Khmers 
Rouges reinforce Mr Hun Sen's violent po- 
litical proclivities. The prime minister has 
quickly signed up Khmer Rouge defectors 
to deny their support to political rivals. 

Foreign pressure has prevailed on Mr 
Hun Sen to let Prince Norodom Ranariddh 
return to Cambodia to contest the poll but 
has failed to check the violence. The torture, 
killing or disappearance of almost 100 of 
Mr Hun Sen’s opponents in the nine 
months since his coup provides a grim 
backdrop to preparations for the voting. 

Officials from Asian and 
western governments meeting in 
Bangkok at the weekend called 
on Mr Hun Sen to allow free ac- 
cess to the media for all parties, to 
protect human rights and to take 
urgent action to bring those re- 
sponsible for recent killings to 
justice. But European embassies 
in Phnom Penh play down the is- 
sue of political killings. Asian of- 
ficials privately make clear they 
need only a figleaf election that 
meets certain minimum stan- 
dards of rectitude. Cambodia 
will continue to be violent, but 
without Pol Pot, they know, it will 
be less noticed. 
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UNITED STATES 


Too triumphalist by half 


WASHINGTON, DC 


Is America's economy really going to boom for another 20 years? 


WELVE months ago, as the economic 

boom began its seventh year, it became 
fashionable to debate whether America's 
“miracle economy" had entered a “new 
era" of permanently higher growth, low un- 
employment and low inflation. Optimistic 
economists, pundits and politicians 
pointed to the twin forces of 
globalisation and technology (es- 
pecially computers) as the keys to 
a "New Economy". Others re- 
mained sceptical, suggesting that 
tight labour markets would even- 
tually boost wages, and ulti- 
mately prices, just as they had al- 
ways done. 

A year later, this question is 
more pertinent than ever. But 
honest debate has been largely 
displaced by hubris. Superfi- 
cially, the economy seems un- 
stoppable (output is still surging, 
unemployment is at record lows, 
inflation is falling and the stock 
market is levitating). And global 
competitors look lacklustre: Ja- 
pan is slipping into recession, 
Asia’s once-booming tigers have 
their tails between their legs and 
Europe, though growing faster, is 
still stuck with double-digit un- 
employment. The result, in Amer- 
ica, is triumphalism. 

Among policymakers, the 
tone is one of quiet superiority. 
The Clinton presidency basks in its eco- 
nomic good fortune. Administration offi- 
cials are smug (as well as worried) as they 
admonish Japan for its inadequate eco- 
nomic policy. Alan Greenspan, chairman 
of the Federal Reserve, recently concluded 
that “only free-market systems"—ie, the 
American model—"exhibit the flexibility 
and robustness to accommodate human 
nature, and harness rapidly advancing 
technology to consistently advance living 
standards." 

Among pundits, the chest-thumping is 
less subtle. In the next issue of Foreign Af- 
fairs, for instance, Mort Zuckerman, chair- 
man and editor-in-chief of US News & 
World Report, writes an essay called “A Sec- 
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ond American Century”. It begins by pro- 
claiming “Why We Will Remain Number 
One”, and ends by suggesting that, just as 
the 20th century belonged to America, so 
too will the 21st. 

To proponents of the New Economy, 
Mr Zuckerman’s arguments are familiar: 
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America is best-placed to dominate the 
global market because of vastly improved 
management, investment in computers, 
flexible labour markets, the “rugged indi- 
vidualism" of American culture, the depth 
and breadth of its capital markets, and pru- 
dent fiscal and monetary policies. Its ex- 
pansion, he reckons, transcends the Ger- 
man miracle and the Japanese miracle of 
earlier decades; it is nota transient prosper- 
ity, but one that “derives from a series of 
structural advantages that today only 
America enjoys." 

Has the economy really changed so 
much? Certainly it has outperformed all 
expectations. Forecasters, who base their 
predictions on past trends, have consis- 


tently been wrong. According to Dean 
Croushore, an economist at the Federal Re- 
serve Bank of Philadelphia, the predictions 
for 1997 were particularly off the mark. At 
the end of 1996, America's economic seers 
expected inflation of 3% and growth of 2.2% 
for the following year. In fact, prices rose by 
less than 2% while output soared by 3.7%. 
Proof, you might think, of the New 
Economy. 

Well, no. Churlish as it sounds, evi- 
dence abounds that the old economic rules 
are working. As Paul Krugman notes in à 
new essay for Foreign Affairs that is as sober 
as Mr Zuckerman's is gloating, it is impor- 
tant to distinguish between cyclical fluctua- 
tions and structural change. An economy 
can, temporarily, grow faster 
than its long-run trend by using 
its capacity more intensively. 
One of the main indicators of ris- 
ing capacity use is a falling unem- 
ployment rate. And, sure enough, 
as Americas economy grew 
much faster than its trend growth 
rate of around 2.4%, so unem- 
ployment fell from 5.3% in late 
1996 to 4.7% in December 1997. 

As above-trend growth con- 
tinues, labour markets are being 
stretched ever tighter. Today's 
overall unemployment rate for 
college graduates is 1.5%, and for 
high-school graduates 4%. Em- 
ployers have to recruit ever more 
workers from the ranks of high- 
school drops-outs and minor- 
ities, where jobless rates are 
higher. According to David Hale, 
chief economist with the Zurich 
Group, over the past six months 
firms have recruited almost a 
third of their new workers from 
the ranks of high-school drop- 
outs, even though they account 
for only about 10% of the labour force. 

Nor has the “old-fashioned” relation- 
ship between unemployment rates and 
wage pressure fallen apart (see chart). The 
employment-cost index, the best overall 
measure of wage pressure, rose sharply at 
the end of last year. Wages and salaries for 
workers in private industry rose by 1.2% in 
the last three months of 1997. This brought 
annual wage growth in 1997 up to 3.9%, the 
highest level since 1991. 

What does seem different is the rela- 
tionship between rising wages and rising 
prices. Despite rising wages, consumer 
price inflation is still falling: prices rose 
1.4% in the year to March. The question is 
whether this is due to a secular rise in Amer- 
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UNITED STATES 


That same old paradigm? 


Earnings and unemployment 


Average hourly earnings 
% sob, ei on year earlier 
(right-hand scale) 


Unemployment 
rate, % 
LaL Lulu. ccLuzl.cclcL.usliiala 


1988 89 90 91 92 93 94 395 96 39798 


ica's productivity érowth rates or to a mix- 
ture of temporary factors—the strong dol- 
lar, cheaper commodities, flat benefit 
costs—that have cut firms' other costs. 
Private, non-agricultural productivity 
growth has behaved oddly during this busi- 
ness cycle. At the beginning of the expan- 
sion, productivity grew far more slowly 
than in previous cycles. Only in the past 
couple of years have productivity numbers 
improved (see chart). For optimists, these 
signs of measured productivity improve- 
ments are evidence of economic changes 
they have long claimed to see in specific 
firms. They will take comfort from a new 
book by Bob Davis and David Wessel, two 
journalists at the Wall Street Journal. 
Called "Prosperity: The Coming 20-Year 
Boom and What it Means to You" (Times 
Business), it suggests that America will see 
two decades of broad-based prosperity. A 
big part of its argument, supported by a 





Productivity 


% change in output on a year earlier 
4-qtr moving average 


Manufacturing 





Non-farm business sector 


wealth of anecdote from “real” Americans, 
is that investment in computers and re- 
organisation of the workplace are finally 
paying off in higher productivity. 

Sceptics, however, still have plenty of 
reasons for doubt. Anecdote does not im- 
ply overall change. For one, the less-skilled 
people that American firms are now hiring 
will have less immediate productive poten- 
tial than their more skilled colleagues. And, 
although it is important not to read too 
much into volatile quarterly figures, there 
are some signs that productivity growth 
may be slowing. Some Wall Street econo- 
mists expect output to have risen by around 
3.5-4% in the first three months of 1998, 
while hours worked (according to a differ- 
ent set of figures) grew by 4.8%. This sug- 
gests an outright slowdown in productiv- 
ity, though a big revision of the statistics on 
employment and hours worked in June 
could change all that. 
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Either way, the biggest brake on Ameri- 
ca’s inflation has come from other sources. 
In particular, non-wage benefits have been 
rising slowly, moderating the impact of 
higher wages on overall compensation 
costs. But here there are signs of a turn- 
around. Overall, increases in the cost of 
benefits for private workers jumped from 
0.5% in the third quarter of 1997 to 1.1% in 
the fourth. With many health-care analysts 
predicting 6-7% increases in health insur- 
ance fees this year, benefit costs could rise 
even more rapidly. 

Other factors have been the strong dol- 
lar and falling commodity prices. But, 
though both have dampened today’s price 
pressure, they are hardly signs of structural 
change in America, nor are they necessarily 
permanent. Both the strength of the dollar 
and the weakness of commodity prices 
have more to do with economic weakness 
abroad, particularly in Asia, than with any 
new era in America. 

And that is the irony in American 
triumphalism. The economy may well be 
changing structurally, but the changes, so 
far, are at the margin. The current boom isa 
strong cyclical expansion, not necessarily a 
secular upswing. And not only does this ex- 
pansion look more impressive in the light 
of international weakness, but it is actually 
being helped by it. Asia’s turmoil may well 
drag down America’s growth rates, but, in 
doing so, it will help to restrain overheat- 
ing. America looks good because Asia is 
weak, and so far America’s expansion has 
been helped more than hindered by Asia’s 
troubles. Far from crowing about their su- 
perior economy, American triumphalists 
might thank good fortune and foreigners. 





New York's elections 
After you, Alfonse 


NEW YORK 


FY all the sound, fury and larger-than- 
life figures it produces, politics in New 
York has been a remarkably stable affair. 
The state’s two senators, Daniel Patrick 
Moynihan and Alfonse D’Amato, have 
held their seats since 1976 and 1980. New 
York city’s mayor, Rudy Giuliani, has just 
cruised through an easy re-election. Mean- 
while, the state’s stars—notably Mario 
Cuomo--have failed to move up to na- 
tional tickets. The local media seem to be 
bored with state politics, giving campaign 
launches less space and time than a crack- 
down on errant cyclists. 

Of all this year's races for the Senate in 
Washington, the battle for Mr D'Amato's 
New York seat should be the most brutal, 
and will almost certainly be the most ex- 
pensive. Mr D'Amato, who sneaked home 
last time by a tiny margin over Bob Abrams, 
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is likely to have spent at least $20m by the 
time things are over. 

For all his cash, this wily Republican 
machine politician faces a hard race. New 
York state has nearly 5m registered Demo- 
crats, against just over 3m Republicans. The 
Democrats hold 19 of its 31 congressional 
seats, and have carried the state fairly com- 
fortably in the past three presidential elec- 
tions. Despite Mr D'Amato's reputation for 
bringing home the pork, "Senator Pot- 
hole's" favourability ratings are below 40%, 
and his seeming vulnerability has brought 
three prominent Democrats into the race. 

The clear leader is Geraldine Ferraro. 
According to the latest survey by pollsters at 
Quinnipiac College, she has a 53-37% lead 
over Mr D’Amato. Among Democrats, she 
has 50% against 20% for Mark Green and 
15% for Charles Schumer, her Democratic 


rivals. She is well-known, popular and 
good on the campaign trail. But she has not 
been good at turning this into votes on elec- 
tion day. John Zogby, a pollster based in 
Utica, compares New York's attitude to her 
to the way America once felt about Ted 
Kennedy: people like her until she wants to 
run for something. 

That could give the other two Demo- 
crats a chance. On paper, Mr Schumer is à 
strong candidate. An impressive congress- 
man from Brooklyn, he began his advertis- 
ing early and still has a war-chest of $8m 
(Miss Ferraro, who entered the race late, has 
only $1m on hand). The hitch? Mr Schu- 
mer's advertising blitz does not seem to be 
pushing up his polling numbers. That 
could change. But some political types sus- 
pect that Mr Schumer may be too urban for 
voters upstate. On the other hand, he is not 
exactly trouncing his rivals in New York 
city either. 

The third Democrat, Mr Green, New 
York city's public advocate, is the most lib- 
eral of the three: he calls for universal 
health coverage for children and pregnant 
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women. He too has only about $1m to 
spend, but he is an energetic campaigner. 
He recently got an unexpected boost when 
he won a straw poll in upstate New York. 

The idea that the Democratic primary is 
still an open race suits Mr D'Amato fine. 
Most politicians with approval ratings of 
only 47% would be in the doldrums; but 
Mr D’Amato has always been a politician 
whom people find it more difficult to ap- 
prove of than to vote for (his ratings were 
even lower last time). True to form, he has 
been endearing himself to the voters, tak- 
ing on such well-known evils as HMOs and 
Switzerland, touting himself as a born- 
again environmentalist (to the chagrin of 
the Sierra Club), and bringing home the ba- 
con: in March he managed to add $5 bil- 
lion for rail and bus schemes to a huge 
transport bill. 

All this enrages his opponents. Mr 
Green points out that Mr D'Amato is gener- 
ally a fierce conservative until election 
time: “He votes like Jesse Helms, but runs 
like Jesse Jackson.” Mr Schumer has at- 
tacked Mr D’Amato for his conservative 
record on gun control and abortion. So far, 
Mr D'Amato's foes have focused more on 
his opinions than on sleaze, the subject that 
has tended to dominate other D'Amato 
campaigns. This reticence may not last af- 
ter the primary on September 15th. 

In a nasty fight, Mr D'Amato has three 
other things going for him. The first is the 
economy: most New Yorkers—or at any rate 
those likely to vote—feel fairly happy with 
their lot. The second is psephological. The 
Democratic primary could be decided in 
New York city, where half the state’s Demo- 
crats live, and which tends to favour liberal 
candidates. However, the city contributes 
only around 28% of the likely state elector- 
ate; the rest come either from upstate or 
from the suburbs, and tend to be more con- 
servative folk. 

The final bonus for Mr D'Amato is that 
his erstwhile protégé, George Pataki, will 
also be on the ballot paper. Four years ago, 
the then relatively obscure Mr Pataki won 
the governorship on an "anyone but 
Cuomo" ticket. Since then he has lived up 
to his promise of offering solid moderate- 
Republican government. Now he is run- 
ning for re-election and, with approval rat- 
ings well above 60%, is already popping up 
on several Republican wish-lists as a vice- 
presidential candidate for 2000. His 
friends worry less about his Democratic op- 
ponents than about complacency and high 
expectations of the sort that nearly cost an- 
other successful moderate, Christine Whit- 
man, her governorship in New Jersey. 

It is still hard to tell how these contests 
look from Gracie Mansion, the home of 
New Yorks other leading Republican, 
Mayor Giuliani. Having supported Mr 
Cuomo in the 1994 election, he seems to 
havesigned an armistice with Mr Pataki; he 


THE ECONOMIST APRIL 25TH 1998 





D'Amato ingratiates himself 


is also on pretty good terms with Mr 
D'Amato. Despite having started his second 
(and final) term as mayor with a blizzard of 
campaigns to rid New York city of, among 
other things, drugs, jaywalkers, crumbling 
baseball stadiums and impoliteness, Mr 
Giuliani looks restless. 

A few people speculate that Mr Giuliani 
might challenge Mr Moynihan, New York's 
veteran Democratic senator, in 2000. That 
would be a tough battle; even if he should 
win it, it is hard to imagine Mr Giuliani fit- 
ting into a place as collegial as the Senate. 
The governorship in 2002 might be an op- 
tion. But so too might a shot at the 
presidency. 

Mr Giuliani has already been spotted at 
fund-raising meetings in places like Ari- 
zona, Michigan and lowa—an activity nor- 
mally associated with those seeking na- 
tional office. No New York mayor has 
enjoyed much ofa political afterlife; and it 
is hard to imagine some parts ofthe Repub- 
lican Party warming to a pro-abortion 
moderate with a penchant for wearing 
women's clothes in public But Mr 
Giuliani’s crime-bashing record in New 
York is a formidable one. And any man 
who thinks he can persuade New Yorkers to 
be polite does not want for ambition. 





City life 
Disneyland by 
the Bay 


SAN FRANCISCO 


NIS of urban life used to argue 
that the future of cities lay in attracting 
corporate headquarters. Now, if San Fran- 
cisco is anything to go by, their future may 
well lie in turning themselves into 
upmarket theme parks instead. 

San Francisco has pioneered many 
modern urban trends, from the counter- 
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culture to cyber-chic. Before the second 
world war the city was a muscular as well as 
à beautiful place, the home of manufactur- 
ing companies and military bases. But the 
manufacturing began to flee in the 1950s 
and the bases closed in the 1990s. Now, 
with the announcement that BankAmerica 
is to merge with NationsBank and the new 
company's headquarters is to be in Char- 
lotte, North Carolina, San Francisco is terri- 
fied that its financial sector is going the way 
of its manufacturing industry. 

BankAmerica has done more than any 
other institution to build not just San Fran- 
cisco but the West itself. A.P. Giannini, its 
founder and a sainted figure in the city, 
pioneered a new type of banking, taking 
deposits from *the little man" and lending 
to the type of people the snobbish east- 
coast establishment would not touch. He fi- 
nanced the rebuilding of the city after the 
1906 earthquake and fire, lending money 
from a makeshift desk in the street, and 
provided seed-money for everything from 
Hollywood to the Golden Gate bridge. 
Whenever the city needed a good cause ad- 
vanced or a problem tackled, the first place 
it turned was always the bank's huge 52-sto- 
rey headquarters on California Street. Now 
San Franciscans mournfully imagine it in 
some southern hollow, where rednecks 
feast on pigs' feet. 

The bank has been doing its best to 
calm the city's nerves. Its international op- 
erations will remain in San Francisco, and 
will allegedly be boosted by the merger. 
Willie Brown, San Francisco's ebullient 
mayor, denounced the deal at first as an 
"economic disaster; now he is arguing 
that it could bring more jobs to the city. 

That is unlikely. The merger will cost be- 
tween 5,000 and 8,000 jobs nationwide, as 
the bank tries to squeeze out $2 billion in 
costs; and San Francisco, one of the most 
expensive cities in the country, is a much 
more promising candidate for cuts than af- 
fordable Charlotte. Adding to the sense of 
foreboding is the fact that Wells Fargo, the 
city's other big bank, is now a likely candi- 
date for a takeover, probably by US. 
Bancorp, based in Minneapolis. 

Since more than 10% of the workforce of 
the San Francisco peninsula is employed 
in finance, insurance and property, more 
such consolidations could have a huge im- 
pact on the local economy. David 
Friedman, an economic consultant, specu- 
lates that, if the current wave of restructur- 
ing continues apace, it could have an even 
more devastating impact on San Francisco 
than the downsizing of the aerospace in- 
dustry had on southern California. 

The departure of BankAmerica's head- 
quarters has crystallised San Francisco's 
fears about what sort of place it is becom- 
ing. Kevin Starr, the leading historian of 
California and a fourth-generation San 
Franciscan, points out that his city has al- 
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Abandoned by its most solid citizen 


ways been unsure about whether it is a seri- 
ous city or just a pretty face. The runes are 
not on the side of seriousness. 

The city's principal industry is now 
tourism, and it is one of the country's big- 
gest tourist lures. Last year visitors spent 
some $3.8 billion in the city. This has 
caused a drumbeat of complaints that San 
Francisco is degenerating into a theme 
park. The hotels happily charge more than 
$200 a night but still enjoy an occupancy 
rate of almost 80%. The queues for a ride on 
the city's cable-cars are matched only by 
thosein Disneyland and at the Department 
of Motor Vehicles. 

Even before the current wave of finan- 
cial restructuring, the social composition of 
the city was worryingly lopsided. Mr Starr 
argues that it is beginning to feel like a cross 
between Carmel and Calcutta. With an av- 
erage house price of $308,000, compared 
with $184,540 in Los Angeles, middle-class 
families find it increasingly hard to afford 
to live here. 

Their place is being taken by cyber-mil- 
lionaires—who want to live somewhere a 
little more sophisticated than Silicon Val- 
ley—and giant armies of the homeless, who 
now number about 15,000. Some of the 
homeless are remarkably entrepreneurial: 
one woman has trained her cats to do the 
begging while she goes about her other 
business. But some are far from friendly. 
Any visitor who wanders too far along Mar- 
ket Street from the chi-chi shops of down- 
town is soon confronted with the stench of 
urine and the sounds of derangement. 

The city's politicians have done little to 
burnish its reputation for seriousness. Mr 
Brown romped home to victory in the may- 
or's race two years ago when his leading ri- 
val, Frank Jordan, posed for a photograph 
in his shower with two local radio hosts. All 
three were stark naked. Last May the city's 
entire political establishment was embar- 
rassed when a birthday party honouring 
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Jack Davis, who ran Mr Brown's campaign 
for mayor, featured a leather-clad sado- 
masochist carving a pentagram into the 
back of a scantily dressed man. “Most peo- 
ple said it was the best party they'd ever 
been to,” Mr Davis told the San Francisco 
Chronicle. “And it wasn't anything com- 
pared to the after-party at my house.” 

As San Francisco struggles with its repu- 
tation for wackiness, Mayor Brown has 
been raising local hackles with his increas- 
ingly imperialairs. His recent ideas include 
moving his official residence into an admi- 
ral's mansion on an island in the Bay; ex- 
pelling “pencil-pushers” from City Hall to 
make room for a ballroom and an ex- 
panded protocol office; and using a heli- 
copter equipped with heat-sensing equip- 
ment to detect encampments of the 
homeless. 

“Da Mayor”, as he likes to call himself, 
is one of the most charming figures in 
American politics, and certainly the best- 
dressed. But, as San Francisco watches its 
great banking institution become a colony 
of the east coast, it may be time for a little 
more gravitas. 





The criminal law 


Abortion and 
extortion 


CHICAGO 


MERICA’S racketeering law was passed 

in 1970 as a weapon for fighting orga- 
nised crime. As John Gotti, a former New 
York mobster, will tell you from his prison 
cell, it works. The ever-broadening law has 
also proved a handy tool for prosecuting 
drug lords (Manuel Noriega), white-collar 
criminals (Charles Keating), and even for- 
mer dictators (Ferdinand and Imelda Mar- 


cos). This week a federal district court jury 
in Chicago used the statute to punish an- 
other party: militant anti-abortion groups. 

In a case that has wound its way 
through the courts for 12 years, a jury of two 
men and four women found that three 
anti-abortion leaders and their organisa- 
tions, Operation Rescue National and the 
Pro-Life Action League, violated the Racke- 
teer Influenced and Corrupt Organisations 
(Rico) law by conducting a nationwide 
conspiracy to intimidate abortion provid- 
ers and patients. The class-action suit was 
filed by the National Organisation for 
Women on behalf of two abortion clinics, 
one in Wisconsin and one in Delaware, 
and 900 other such clinics. 

The defendants must now pay $85,926 
in damages, which is what the two clinics 
named in the suit had to pay for added se- 
curity. More important, the verdict leaves 
the judge with the right to issue a nation- 
wide injunction banning the tactics that 
the jury found criminal. It also allows each 
abortion clinic included in the class to seek 
damages for the costs of added security. All 
told, the case will cost the defendants mil- 
lions of dollars. 

Critics argue that expanding RICO to 
political organisations will have a chilling 
effect on freedom of expression. The power 
of the law lies in its authority to hold all 
members of an enterprise responsible for a 
crime committed by any of its members, 
provided that it is part ofa pattern of crimi- 
nal activity “in furtherance of a larger en- 
terprise”. Political leaders are now liable for 
any overzealous underling who tosses a 
brick or throws a punch, argues Victor 
Rosenblum, a law professor at Northwest- 
ern University who has advised pro-life 
groups in the past. “It puts protesters at a 
very severe financial risk,” he says. 

Other legal experts are less alarmed. 
RICO prosecutions are limited to a specific 
list of serious crimes, such as extortion, ar- 
son or murder. (In this case, the jury found 
that 21 acts of intimidation, including 
clinic blockades, were a form of extortion.) 
A single unruly demonstration would not 
constitute a pattern of criminal behaviour, 
nor is it likely to involve an offence serious 
enough to be prosecuted under RICO. 

The Chicago verdict comes at a time 
when Congress has muted the anti-abor- 
tion megaphone. The 1994 Freedom of Ac- 
cess to Clinic Entrances Act made it a crimi- 
nal offence to block the entrance of an 
abortion clinic. Nonetheless, anti-abortion 
groups have vowed to redouble their ef- 
forts. The Reverend Flip Benham, national 
director of Operation Rescue, declared ina 
press release this week: “We are not going 
to give up, let up, put up, orshut up until we 
have prayed up, paid up, stayed up and 
preached up, all for the cause of Christ.” 
One battle is over; the war will go on. 
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John Kitzhaber's prescription 


HEN Bill Clinton's re-election fight took him to Oregon 

two years ago, his staff called ahead to notify the state's 
Democratic governor. Normally state politicos seize the chance 
to campaign with a president, especially one surfing a landslide: 
it helps them in the polls, and improves their chances of a juicy 
job in Washington. But Oregon’s governor, John Kitzhaber, 
shrugs at all that. He told the president's staff that, sorry, he was 
otherwise engaged. What pressing issue had claimed his time? At 
this question, Dr Kitzhaber pauses, leans back in his chair, and 
tries to recollect. Then it comes to him: “I was in Alaska. Fishing! 
Couldn’t have missed it.” 

There is something nice about a man unawed by power, and 
a man who wears his own power 
lightly. Dr Kitzhaber strolls about 
Oregon’s state capitol in cowboy 
boots and jeans; he talks straight, 
without formality; he is, one of his 
employees says, “much happier 
out running a river than behind a 
desk”. This style plays well in Ore- 
gon, whose voters seem likely to 
re-elect Dr Kitzhaber handsomely 
| in November. But, to the rest of the 

country, there is a cost. People in 
Washington are as indifferent to 
Dr Kitzhaber as he is to them. A 
pity, since the governor could 
teach the Feds a useful lesson. 

Oregon, over the years, has 
been a laboratory for social policy. 
It produced America’s first bottle- 
deposit laws and zoning schemes 
to inhibit urban sprawl; it has 
decriminalised (but may soon 
recriminalise) marijuana; it has 
experimented with voting by 
mail. Long ago, it permitted most 
abortions when many states did not. Now it is out in front again 
by legalising doctor-assisted suicide. But Oregon’s most impres- 
sive policy experiment of recent times is the one Dr Kitzhaber 
himself helped to create, when he was leader of the state senate. 
This is Oregon’s health plan. It works; it is popular; and the rest 
of the country should learn from it. 

Dr Kitzhaber, a former emergency-room doctor, stands apart 
from most politicians in America’s health debate: he accepts 
that resources are limited. His scheme therefore rations the treat- 
ments available to poor Oregonians under the state’s Medicaid 
plan. Roughly a quarter of the 785 procedures that Medicaid 
could theoretically cover have been struck off the list. Oregon no 
longer pays for some expensive but often unsuccessful treat- 
ments, such as efforts to fight the final stages of Arps; it no longer 
pays for some popular but unnecessary habits, such as the use of 
fancy remedies to fix everyday ailments. 

By saving money in this way, and by raising the cigarette tax, 
Dr Kitzhaber has extended Medicaid to more of the poor. Before 
the reform, only families with incomes less than two-thirds of 
the official poverty line were covered; now all the poor, and even 
some above the line, are taken care of. As a result, the proportion 
of Oregonians with no coverage has fallen from 17% to 11% since 
the reform took effect in 1994; the percentage of children with- 
out insurance has fallen from 21% to 8%. In short, Dr Kitzhaber 
has lightened one of the blemishes on America, which is that 
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more than 40m of its citizens have no health insurance at all. 

When Dr Kitzhaber first advanced his plan, journalists 
dubbed him Dr Death; they ferreted out patients who would 
lose some form of high-tech care, and made headlines out of 
them. Far-off politicians joined in: Al Gore, then a senator, called 
Oregon's proposed reforms an assault on “fundamental fairness 
and decency". These days, however, both sides have fallen quiet; 
even though, only last month, Oregon took the chilling decision 
to include doctor-assisted suicide on the list of *treatments" that 
Medicaid covers, under the rubric of *comfort care". 

The critics’ silence reflects the plan's evident success. Many of 
the non-essential services it cut turned out to be, well, non-essen- 
tial. Now, because fewer people go 
uninsured, the infant mortality 
rate has dropped and the immu- 
nisation rate for toddlers is im- 
proving. Oregonians seem hap- 
pier with their hospitals than 
before, perhaps because hospitals 
are no longer strained by having 
to provide free emergency care to 
uninsured patients. The health 
plan is so popular, in fact, that Or- 
egon's Republican legislature has 
financed this Democratic scheme 
generously, despite deep budget 
cuts elsewhere. Just about every- 
one in Oregon agrees with Dr 
Kitzhaber that it is better to ration 
health care by deciding which 
medical procedures you can do 
without, rather than rationing it 
by leaving an unfortunate minor- 
ity totally unprotected. 

It is time Washington ac- 
cepted this. Over the past two 
years, president and Congress 
have dabbled in health reform, and made a mess of it. In 1996 
both parties backed a law requiring private insurers to offer cov- 
erage to people moving between jobs, even if they are gravely ill. 
Not surprisingly, insurers responded by raising premiums; and 
the ranks of the uninsured have swollen steadily. Recently the 
president has been pushing for a patients’ “bill of rights" that 
would extend the types of care covered by private insurers. He 
does not say that this will drive premiums up, further increasing 
the number of people who cannot afford coverage. He also 
wants to let those who retire early buy into Medicare, the govern- 
ment health-insurance scheme for the elderly—but at a price that 
will compound its financial difficulties. 

In all these cases, the Feds just don't get it. To make a health 
system work, you have to ration coverage sensibly; if you do not 
do this, it will be rationed in ways you do not necessarily foresee, 
and will probably find distressing. Dr Kitzhaber speaks elo- 
quently about extending this basic point beyond his Medicaid 
reforms, into areas for which Washington is responsible: he has 
useful ideas about rationing in Medicare, starting with the 
sound notion that rich old folks need not be subsidised. But Mr 
Clinton has his fingers in his ears: his administration failed to 
give the doctor a seat on the presidential advisory commission 
on Medicare, and generally ignores him. So he stays in Oregon, 
in his cowboy boots and on his rivers. It is no great loss to him, 
but itis a loss to the country. 
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Sound curriculum: but can the Americas put it into effect? 


OT so long ago, the president of the 
United States would have figured as 
headmaster at a “summit of the Americas”. 
In Santiago last weekend Bill Clinton was 
only the biggest—true, far the biggest—boy 
in class; and almost in the dunce’s cap for 
not having fast-track trade-negotiating au- 
thority. So, though the summit formally 
launched negotiations on the planned free- 
trade area of the Americas, the FTAA, the 
main subject at the Miami summit in 1994, 
lost its primacy to education. 
That was a topic just as worthy of study, 
and indeed the whole weekend curriculum 
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was worthy, ranging from commerce to civ- 
ics, plus a stern warning against play- 
ground drug-snorting. True, head-prefect 
Eduardo Frei, of Chile, had to struggle to 
make the class stick to the timetable. 
Cheeky Carlos Menem, a senior boy from 
Argentina, kept the rest waiting for the class 
photo. Several boys, led by Jean Chrétien, 
from Canada, muttered in the corridors 
about the absence of a Cuban ex-pupil ex- 
pelled for disobedience some years ago. Yet, 
all in all, the class was a success, The exams, 
though, are still to come. 

In the absence of fast-track, the sum- 
miteers emphasised the non-trade agenda: 
“second-generation” reforms to shore up 
Latin America’s still fragile democracies 
and market economies by reducing pov- 
erty, increasing personal security and giv- 
ing ordinary people better opportunities. 

Amid a host of good intentions, some 
ideas stood out. Democracy, the summit 
recognised, is not just a matter of free elec- 
tions. Real justice and free media are 
needed for the exposure of corruption and 
wrongdoing, but both face threats from 
governments, criminals and the mighty in 
general. A training centre for judges and 
prosecutors is to be set up. And, though 
Peru and Mexico had doubts, the summit 


Anew world 


S SUMMITS go, Santiago achieved 
nothing special. Yet time may 
judge that last weekend the Americas 
took a new shape. At last the United 
States stands among its regional part- 
ners as "first among equals". It is still 
the great power and the biggest mar- 
ket. The Chilean official who said that, 
if Bill Clinton did not get fast-track ne- 
gotiating authority, Latin America 
would move to free trade on its own 
was quick to add, “which would be ab- 
surd". But no longer does the United 
States call all the shots. Witness: 
* Trade. Since the FrAA idea was born 
in 1994, the leading force—not always 
in that direction, and often challeng- 
ing the Americans—has been Brazil. It 
has pushed the widening of its four- 
country Mercosur customs union. 
And it has vigorously pressed its view 
of how the Fraa haggling should pro- 
ceed—and won much of its point. In 
contrast, Mr Clinton, tied down by 
lack of fast-track, has not been able 
even to extend membership of NAFTA 
to once eager Chile. 
¢ Cuba. Less and less can the United 
States get its friends to shun Cuba. 
Even the tiny Caribbean states have 
chafed. Big Latin ones have been 
fiercely critical; at the UN Human 
Rights Commission this week some re- 
fused to condemn Cuba even in that 
area. Canada has flatly damned the 
Helms-Burton law, and at Santiago re- 
vealed that its prime minister would 
visit Cuba on April 27th; with MrClin- 
ton's private blessing, maybe, but still 
in open defiance of Uncle Sam. 
* Drugs. The United States has chiv- 
vied others into tougher action on 
drugs. But it has faced fierce criticism 
of its "certification" law, and com- 
plaints that those who demand drugs 
must share responsibility with those 
who supply them. And it has listened; 
hence the agreement on multilateral 
monitoring announced in Santiago. 
What is going on? The big change, 
wisely if belatedly accepted in Wash- 
ington, is the growing strength and 
self-confidence of Latin America, 
much of it an economic and political 
joke 10-15 years ago. The realities of 
power are not dead. But, slowly, a new 
world is struggling into life. 
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THE AMERICAS 


endorsed an American idea for the Inter- 
American Human Rights Commission—an 
arm of the Organisation of American 
States—to appoint, this year, a special 
watchdog for freedom of expression. 

The oas is also to establish an “objec- 
tive procedure" for evaluating national ef- 
forts against drug-trafficking. Some coun- 
tries hope this multilateral approach will 
prove effective enough to win repeal of the 
United States' law requiring yearly, unilat- 
eral "certification" (or not, in Colombia's 
case in 1996 and 1997) of its neighbours' 
drug-fighting zeal. White House officials 
hailed a new alliance against drugs; getting 
Congress to agree is another matter. 

Trade apart, however, the big item in 
Santiago was education, a subject long ne- 
glected. Education and training are the key 
to any country's future, and without them 
free trade may prove more of a threat to 
Latin America than an opportunity. Yet it is 
desperately short of them—and unequal ac- 
cess to what exists makes worse its already 
wide disparities of income. 

At Miami in 1994, the leaders set them- 
selves a modest goal: primary schooling for 
all children, and secondary for 75% by 
2010. Yet progress has been slow: of the rele- 
vant age-groups, only 85%, at the latest 
count, were at primary school, 36% at sec- 
ondary school, with fewer than 20% in 
higher education. The World Bank reckons 
24m more school places are needed. 

Some countries, such as Chile, Argen- 
tina, Peru and Jamaica, should have little 
trouble meeting the target. Nor should Bra- 
zil, where enrolment in secondary schools 


_ jumped to 52% last year, says Paulo Renato 


de Souza, its education minister. Poorer 
countries have far to £o: on present trends, 
says UNESCO, secondary-school enrolment 
in Bolivia, El Salvador, Honduras and Nic- 
aragua by 2010 will still be under 45%, and 
in Haiti just 17%. 

Quality varies widely. Rich children of- 
ten attend good private schools (and thence 
may go on, as in Brazil, to benefit dispro- 
portionately from subsidised public uni- 
versities). Standards in most Latin Ameri- 
can public schools are low. The school day 
in many countries is only five hours, be- 
cause classrooms have to be used in two 
shifts. Teaching materials are often poor; 
and teacher training has been neglected. 

More money will be needed. So will po- 
litical commitment. In the past, even if re- 
form was planned, often it did not happen, 
thanks to frequent changes of education 
ministers and weak bureaucracies. But 
things are moving. Brazil (where Mr de 
Souza has been three years in his job) is di- 
recting more of its spending to the poorest 
schools in its north-east. Chile has extended 
the school day. Argentina has raised the 
school-leaving age. Costa Rica plans to put 
a computer in every school. Bolivia and Co- 
lombia have decentralised school manage- 
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ment. But much more needs to be done—in 
teacher training, for example. 

Santiago may mark à turning-point for 
Latin American education. Spurred by the 
summit, the Inter-American Development 
Bank and the World Bank have rejigged 
their priorities: between them, they are of- 
fering $8.2 billion over the next three years 
for education, an area they once ignored. In 
June, education ministers will meet in Bra- 
silia to discuss the use of new technology in 
schools, development of common school 
testing systems, and teacher exchanges. 

Ironically, Latin America's most effec- 
tive educational performer was not in San- 
tiago. Mr Chrétien, whose country will hold 
the next summit in “two or three” years’ 
time, said he would like Cuba invited then. 
The United States will block that unless 
Fidel Castro meanwhile proves he has 
learnt the lesson of democracy. Perhaps 
others could learn not from the content but 
the zeal of education in Cuba? 





Black week 


$AO PAULO 


AD days for President Fernando Hen- 
rique Cardoso. The death from lung 
disease of Sergio Motta, his communica- 
tions minister, close friend and chief trou- 
ble-shooter, was both a personal and politi- 
cal blow. But Mr Motta had been ill for 
some time; his death was foreseeable. Not 
so that of Luis Eduardo Magalhaes, the gov- 
ernment leader in the lower house of Con- 
gress, felled by a heart attack a day after he 
attended Mr Motta's funeral. 

Mr Cardoso, who will run for re-elec- 
tion in October, is suddenly without the 
two men on whom he has most relied to 
gain legislative approval for his still incom- 
plete reform programme. For Brazil that 
could be a political tragedy. On April 22nd, 
a distraught Mr Cardoso abandoned a 
barely begun state visit to Spain. 

A founder of Mr Cardoso's Brazilian So- 
cial Democratic Party, Mr Motta managed 
his 1994 presidential campaign. He coun- 
selled the president on strategy, and kept 
his ramshackle coalition together with a 
mix of blunt public criticism and private 
blandishment or arm-twisting. He and Mr 
Magalhaes worked in tandem to win the 
60% backing in Congress needed to change 
the constitution; not least, last year, in the 
cause of an amendment allowing a presi- 
dent a second consecutive term. 

Chairman of Congress’s unruly lower 
house until last year, and then the govern- 
ment's chief whip there, Mr Magalhaes was 
a rising star from the conservative Liberal 
Front, Mr Cardoso's main coalition part- 
ner. The son of Antonio Carlos Magalhaes, 


chairman of the Senate and Brazil's tough- 
est political boss, he was tipped as a future 
president. In time, Mr Cardoso may find 
substitutes for both men. But without them, 
approval before October of a—fiscally vi- 
tal—pension reform looks most unlikely. 





Paraguay 


General-less 
election 


SAO PAULO 


LECTIONS are routine in Latin Amer- 

ica, are they? Ask the Paraguayans. They 
(probably) will be able to vote on May 10th 
for a successor to President Juan Carlos 
Wasmosy—but not for (ex-)General Lino 
Oviedo, the man whom, opinion polls say, 
some 45% of them want. 

On April 17th, the Supreme Court con- 
firmed a ten-year sentence imposed on the 
the then general (now automatically ex- 
general) by a military court for the coup he 
did not quite launch in 1996. On the 18th, 
as by law it had to, the electoral court ruled 
out his candidacy. Mr Wasmosy was, well, 
not displeased: though the two men quar- 
relled, the general ran into legal action only 
after he won a presidential primary of the 
ruling Colorado Party last September. 

By law, he has been replaced as the Col- 
orado candidate by his vice-presidential 
nominee, Raul Cubas, a right-wing busi- 
nessman. In turn, Mr Cubas's running- 
mate will now be Luis Arana, whom Gen- 
eral Oviedo defeated in the primary. Given 
the factional hatred among the Colorados, 
this alliance is less than solid. 

Mr Wasmosy and his army command- 
ers were openly determined to stop Gen- 
eral Oviedo by any means necessary—for 
example, postponing the election. But if he 
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cannot run, the polls suggest victory for an 
opposition alliance. Mr Wasmosy is push- 
ing for a postponement, claiming the elec- 
toral register is fraudulent. On April 22nd a 
crowd of thousands, led by cabinet minis- 
ters, marched on the electoral court. The 
United States and Paraguay's three Merco- 
sur partners say the vote must go ahead. 





Colombia 


Human rights? 
You're dead 


BOGOTA 


/ dpi months back, Colombia's govern- 
ment and its second-largest guerrilla 
group, the ELN, agreed, tentatively, to begin 
peace talks later this year. Last month the 
ELN backed out. Now, announced Presi- 
dent Ernesto Samper at the Santiago sum- 
mit, the talks are on again, to be aided by an 
international commission investigating 
atrocities committed by both sides. On the 
same day in Bogota, two men and a woman 
posing as a television crew entered the of- 
fice of Eduardo Umaña Mendoza, Colom- 
bia’s leading human-rights lawyer, and 
fired six bullets into his head. 

Hours later, Mr Samper’s leading peace 
negotiator, Jose Noe Rios, left Colombia— 
for Spain, on holiday, the interior minister 
said, and then to do some work in Europe. 
Along-planned trip, said Mr Noe Rios from 
Spain, and he would be back in two weeks 
or so. But close friends say he went to save 
his life: he had begun to get death threats, 
probably from right-wing thugs, after he 
brokered February’s deal with the ELN. 

Who killed Mr Umana? One colleague 
says the lawyer blamed earlier death 
threats, bungled kidnaps and attempts on 
his life on state agencies. But, though Co- 
lombia's best-known paramilitary leader, 
Carlos Castano, denies any involvement, 
most blame the far right. 

Mr Umana was a famous defender of 
the underdog. His reputation sprang from 
a grim event in 1985, when left-wing M-19 
rebels seized the Palace of Justice, planning 
to stage a televised trial of the Supreme 
Court in its own chambers. After a 27-hour 
siege, troops used tanks and helicopter gun- 
ships to retake the building. Even officially 
it was admitted that some 100 people died, 
including 11 judges. Mr Umaña persistently 
claimed that the toll was far higher, and 
that the army, not the guerrillas, was mostly 
to blame. Two months ago he won permis- 
sion to exhume bodies from a mass grave. 

His murder brought angry demonstra- 
tions in Bogota. The oil-workers’ union 
called a one-day strike; Mr Umana was act- 
ing for some of its members jailed in 1996 
on charges of collaboration with the ELN in 
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sabotaging pipelines. Under a large mural 
of Che Guevara at Bogota’s National Uni- 
versity, 5,000 people gathered for the fu- 
neral on Monday. ELN members laid flow- 
ers. As the cortege left the university, the 
respectful mood turned ugly, and petrol 
bombs were thrown. Riot police moved in. 

At least nine human-rights activists 
have been murdered in the past year. In 
February, Jesus Maria Valle Jaramillo, who 
had accused the army and senior politi- 
cians of sponsoring death squads, was shot 
dead in Medellin. In Bogota the day before 
Mr Umana died, gunmen burst into the of- 
fice of Maria Arango, an ex-Communist an- 
thropologist and fierce campaigner for so- 
cial justice, and killed her. 

The ELN must recall the 1980s, when its 
larger rival, the FARC, tried its hand at poli- 
tics. Its Patriotic Union threatened to make 
inroads into mainstream politics, and was 
subjected to a manhunt that killed over 
3,000 members and supporters within a 
decade. The FARC returned to arms, and 
has repeatedly said it will never make the 
same mistake again. The Colombian state 
has altered since then. But if political oppo- 
nents of the establishment can still be shot 
dead with impunity, an end to 34 years of 
guerrilla war looks a distant dream. 





Guyana 
Then it rained 


ANNA! 


IFTEEN centimetres of rain fall from 

towering clouds in a week. In an Amer- 
indian hamlet by the town (well, “town”) of 
Annai, fierce winds drive water through 
clay-brick walls. Houses lose their roofs. Yet 
a nearby hillside, once 
wooded, is blackened by fire. 
The rains came only days af- 
ter Guyana had declared its 
six-month drought, due to El 
Nino, a national emergency. 

A few days before, these 
rains had saved the burning 
Amazon forests of northern 
Brazil. But whatever Brazil- 
ians may feel, Guyana's 
drought troubles are not 
over. The main food crop of 
the Amerindians in the inte- 
rior is cassava. This season's roots are al- 
most useless—finger-length and baked dry. 
That means little to eat, and less to plant. 
What can be planted will take six months to 
mature, however heavy the rain. The villag- 
ers’ other fruits and vegetables have shriv- 
elled and died. Peanuts, the main cash 
crop, are just dry shells. From the three hect- 
ares (7'2 acres) he planted, one farmer ex- 
pected $1,400 this year. In the event, he has 
earned $200. He has five children to feed. 
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All Guyana has been hit, but not all like 
this. Roughly the size of Britain, it has only 
800,000 people, nearly all living near the 
coast. In the southern half of the country, 
only the small town of Lethem has tele- 
phones, a doctor, a petrol station (but no 
bank) Four-wheel-drive vehicles come 
from the capital, Georgetown, by a road of 
sorts; one stretch is soft, white sand. Two 
bridges were burnt last month by forest 
fires, and now rain has damaged the track. 
The drive takes 15 hours. 

Wells have filled with a rush of dirty wa- 
ter, not a slow seep through the sand; that 
means diarrhoea to come. The malaria- 
bearing mosquitoes will be back in a few 
weeks. Meanwhile, a plague of caterpillars 
makes villagers hesitate even to try plant- 
ing afresh. 

So disaster looms, even famine? No. 
The civil-defence authorities have im- 
ported cassava to plant from Brazil, and 
plan a fortnightly food parcel to each fam- 
ily in the interior for the next six months. 
Private charities are helping; one will sup- 
ply school meals. Yvonne Hinds, the prime 
minister's wife, has gone on the road deliv- 
ering relief packages (and not just for a day 
or two, or for show: only by chance did The 
Economist meet her doing it). Guyanese 
may disagree fiercely over politics, but they 
can pull together too. 

Yet resources are short. Guyana, despite 
good recent economic growth, is very poor. 
The drought, its worst for a century, hit 
hard. The current rice crop (farmers grow 
two a year) is half what it should be. Coffee 
growers had beans roasted on the bush 
when the peaty soil caught fire. Sugar out- 
put is down. With rivers flowing weakly, 
the tide pushed sea-water in, both cutting 
fish catches and preventing irrigation. In- 
land, gold output from the dredges on the 
rivers has fallen by half. 
Meanwhile, Asian compa- 
nies with big logging conces- 
sions are going slow, because 
of problems at home; fine for 
the trees, not for the workers 
or the economy. 

Up in Georgetown, the fi- 
nance minister, Bharrat Jag- 
deo, still projects 3% growth 
and a manageable budget 
deficit. Others wonder: one 
computer model of the cli- 
mate predicts what is called a 
La Nina effect—an uprush of cold water in 
the Pacific, the reverse of El Nino—at the 
end of the year, bringing back the floods 
that hit Guyana two years ago. And pessi- 
mists look gloomily at politics. December's 
election results were fiercely disputed. The 
outcome of an "audit" by Caribbean ex- 
perts has been postponed, wisely, until late 
May. But of pulling together by the two big 
rival parties there is no sign whatever. 
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E INVITATION FOR PRE-QUALIFICATION 


Ay The Government of the Republic of Cameroun 
ds proceeding by an international tender to the 
-selection of a private operator who can take over 
the majority of the ownership of the public water 
“services company Société Nationale des Eaux du 
Cameroun (SNEC). 


. Société Nationale des Eaux du Cameroun 
SNEC) is an. incorporated company operating 
under commercial laws. Up to 94% of its nominal 
‘capital of 6.5 billion francs CFA (or 65 million 
'rench francs) is held by the Republic of 
Cameroun. The water services are provided by 
. SNEC to hundreds of towns and cities of various 
izes with Yaounde and Douala as the two largest 
ities. The total population of the areas under the 
responsibility of the company is estimated at more 
-than 5 million people. At the end of the financial 
.year 1996/97, the number of customers was 
-around 150 000; production. was 76 million cubic 
meters, with a sales volume of 42 million cubic 
. meters and a turnover of 16 billion francs CFA (or 
l 60 million French francs). 





25 internationally-known operator who has the 


|. over the control of the company and carry. out the 
potable water services in the fields of production, 
| transportation, distribution and commercialization. 
| e-qualified firms will be invited to discuss with 
dá Adminis ration -the conditions of the 
ncession and draft tender documents, as well as 
o visit the installa ns. — 
This announcement invites. interested firms to 
e present their references in order to be qualified to 
PERE m the > bidding. A memorandum giving a 


oF "The. Government of Cameroun is seeking an . 


| technical skills and the financial capability to take 


brief description of the é opération and preliminar 


information is available on request. 


4. The candidate, or the group to which it belongs, | _ 
must meet the following conditions: (i) have |. . 
exercised the above functions during a minimum | 
period of three years during the last ten years, for | 
one or several potable water systems with a total | 
of at least three hundred thousand (300 000) | 
service connections; (ii) firm's capital not less than | . 
the equivalent of fifteen billion francs CFA. 

The candidate will submit: 


* In the case of a consortium, agreement between: pups 
members of the consortium stipulating — 
responsibility and contribution of each one; 


* Allinformation or supporting documents ? j 7 ] 
useful for illustrating the firm’ S qualifications 
for this work. À 










. The tendering ; process is eundi by the E | ae 


Consultant ICEA-ACE po “as Technical | - 
Advisor for the operation. ER OO E 


7. Application and dione sent: js sent to 
each of the following addresses, at the latest by 
17:00 local time, the: I5th June 1998: 1E 








The President of the Techni cal € nii : inii: P 
for Privatisation and Liquic NEC 

SNI Building (9th floor) 
Yaounde, Republic of Cam oun - 
Phone: (237)23 97 500r23510 
(237)235108 | . 





Fax: (cu 
(documents to be sent in four copies) is 
The Gee Manager TEC D 

ICEA 


13, rue du Quatre Septembre 
75002 Paris, France - u ae oe 
Phone: 3314261 20 910. 

Fax: 33142612495. E 
internet: 100542. 715@coripisa om 
(documents to be sent in one.cop yk. e 








The Meiisbandum. af information and additional à * T 
information can be obtained | from the above | SESS 


addresses. 









The Minister of State i in n charge of Economy "i 
and Finance | p 
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Waiting for the next Iraqi crisis 


BAGHDAD 


As tension rises once again between Iraq and the United Nations, ordinary 


Iraqis are once again the losers 


SK an Iraqi for the time, and he will not 
be able to tell you. Pawned watches lie 
in piles in the jewellery shops. No matter: 
with the United Nations’ economic em- 
bargo now in its eighth year, with the gov- 
ernment and the UN gearing up for yet an- 
other row over weapons inspections, and 
with international efforts to ease the plight 
of ordinary Iraqis getting nowhere, the pas- 
sage of time seems pretty meaningless in 
Iraq. If anything, it is moving backwards. 
To Hamid Al-Ghreiry, a prisoner-of-war 
who returned to the country this month af- 
ter 16 years’ captivity in Iran, everything is 
“much worse than in the 1970s”. 

In February, Kofi Annan, the UN's secre- 
tary-general, averted an American-British 
bombardment of Iraq when he persuaded 
the government to allow inspectors into 
eight presidential sites previously placed 
off-limits. After a four-month crisis, some 
observers were bold enough to detect a new 
spirit of co-operation between the Iraqi au- 
thorities and UNSCOM, the uN body 
charged with seeing that Iraq neither has 
nor proposes to have any chemical and bio- 
logical weapons or long-range missiles. Yet 
UNSCOM's latest report, handed to the Secu- 
rity Council at the weekend, is gloomy, con- 
cluding sombrely that there has been *vir- 
tually no progress” in verifying Iraq's 
disarmament during the six months under 
review. This means, to nobody's real sur- 
prise, that sanctions will remain in place at 
least until the next report. 

But Iraq has furiously rejected these 
findings, setting the stage for another crisis. 
Officials say that UNSCOM, which now has 
access to every building in the country, can 
no longer claim that Iraq is hiding any- 
thing. This means, they say, that sanctions 
should be brought to an end. UNSCOM re- 
plies that opening sites is not enough: Iraq 
must also provide positive proof of its 
claims to have put an end to its chemical 
and biological programmes. 

UNSCOM inspectors in Baghdad con- 
cede that Iraq has been less obstructive of 
late. But their questions about inconsisten- 
cies in Iraq's account of its weapons pro- 
gramme still go unanswered. Even the issue 
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of presidential palaces may not be solved. 
The inspectors consider their recent visits 
to the compounds as no more than a start- 
ing-point but Iraq, which accuses the in- 
spectors of spying for America, has said it 
will not tolerate open-ended snooping into 
Saddam Hussein's various homes. 

Cracks are also appearing in the UN 
scheme to expand the oil-for-food plan, 
whereby Iraq is allowed to sell a certain 
amount of oil to buy humanitarian sup- 
plies. After MrAnnan senta special team to 
assess the scale of Iraqi deprivation, the Se- 
curity Council decided that the govern- 
ment should be allowed to increase its oil 
sales from $2 billion-worth every six 
months to $5.3 billion-worth. 

But Iraq says that its sanctions-stricken 
oil wells can pump no more than $4 bil- 
lion-worth—and then only after $300m of 
spare parts have been agreed to by the UN's 
Sanctions Committee and installed. A 
team sent by Mr Annan to inspect Iraq's 
pumping capacity reckons that even the $4 
billion estimate is optimistic, given the 
slump in oil prices. Despite the UN's own 
assessment of Iraqi needs, the scale of the 


| x 
Tactical play in timeless Baghdad 


expanded deal will have to be reduced. 

So far, the scheme has brought Iraqis lit- 
tle relief. Although oil-for-food was sup- 
posed to start nearly two years ago, progress 
has been intolerably slow. The monthly ra- 
tion did not reach the level originally envis- 
aged by the UN until this March—and is 
still not so different from the one that the 
Iraqi authorities used to supply on their 
own. A study conducted by the World Food 
Programme last year showed scarcely any 
improvement in the diet: it found that 27% 
of children in a typical provincial town 
were stunted. The first medical supplies ar- 
rived less than a year ago, and World 
Health Organisation statistics show the in- 
cidence of all manner of illnesses rising un- 
abated: the number of Iraqi babies who die 
before they are one has more than tripled 
since sanctions began. 

Iraq blames this continuing distress on 
the American and British representatives 
on the Sanctions Committee, which regu- 
lates all imports. These Americans and Brit- 
ons, say Iraqi officials, deliberately delay 
harmless supplies, ostensibly because they 
might have some improbable military pur- 
pose. They cite the examples of pencils for 
schoolchildren, which were banned lest 
their leads be turned into weapons, and 
ambulances, whose delivery was delayed 
for fear the army might appropriate them. 
Even the UN monitors in Baghdad seem a 
little mystified by the committee's fear that 
humanitarian goods will be put to nefar- 
ious ends. They themselves are there, after 
all, to ensure that this does not happen. 

America and Britain argue that the 








-% t 
E s — 2, m E — A — 


AQ 
— > 2s 


COE 


MW rm um ili ets | 


A Tos 


1 


LS 


RS 


aa 


Vo Ou. ~ 


XX 


IERCOUNDERIEOW— 


CONG GNEWIRET. XT TZ 


"uc 
à 


UT aet oe 
4 


TET 


INGRESSO eae ee 


INTERNATIONAL 


Iraqi government has itself to blame for oil- 
for-food’s slow progress. To begin with, Iraq 
spurned the plan. Then, they say, when the 
scheme did eventually come into opera- 
tion, the government simply stopped 
spending the money it already had on ba- 
sic rations and medical care and used it for 
other things instead. 

Certainly, the government has found 
money from somewhere, despite the block- 
ade on its oil sales (see box). A grandiose 
new palace is going up on the outskirts of 
Baghdad (for guests, the information min- 
istry says). Newly completed mosques 
adorn most Iraqi cities. And the police zip 
around Baghdad in smart new Hyundai 
cars which plainly did not enter with the 
approval of the Security Council. 

But neither tightening the loopholes in 
sanctions nor tinkering with the oil-for- 
food programme will do much good, ac- 
cording to UN workers in Baghdad. They ar- 
gue that extra rations or medical supplies 
are of limited use without improvements 
to Iraq’s debilitated sanitation system, elec- 
tricity grid and transport network. Much of 
the spending in the expanded oil-for-food 
deal, on whatever scale it proceeds, is ex- 
pected to be put to such ends. 

But these improvements can take place 
only when the Sanctions Committee agrees 
to the needed imports. And it could all be 
brought to naught if the current snarling 
should lead to a military strike that 
smashes Iraq’s crumbling infrastructure 
before it can even begin to be repaired. 





Algeria 


Mayors and their 
patriots 


HAT is the truth behind the unprece- 

dented news that a dozen local offi- 
cials in western Algeria have been arrested 
for carrying out extra-judicial executions? 
This question has been puzzling Algeria- 
watchers since the story was splashed 
across the front pages of a leading local 
newspaper, Liberté. If true, it breaks en- 
tirely new ground. But, as so often in Alge- 
ria, official silence and a swirl of rumour 
and allegation are all there is to go on. 

According to Liberté, the mayors of two 
neighbouring towns, Relizane and Jdiouia, 
had for five years subjected the local popu- 
lation to a reign of terror. The two men, 
Hadj Fergane and Hadj Al Abed, are al- 
leged to have run death-squads directed at 
armed Islamic militants and their sus- 
pected local sympathisers. Both the mayors 
and the men said to have been arrested 
with them were members of the govern- 
ment-armed local militias known in Alge- 
ria as the “patriots”. 

The paper says that the group run by Mr 
Fergane—who in Relizane is nicknamed 
the "sheriff"—used to burst into homes at 
night with their faces covered. After that “a 
kidnapped person would either be found 
assassinated, or would never reappear,” 
says the newspaper. Liberté claims that two 


mass graves containing a total of 80 bodies 
have been found in the region. In addition 
to kidnapping and murder, the reported 
misdeeds of the patriots include extortion, 
blowing up houses and theft. 

Although transparency is a word which 
figures much in official Algerian language, 
and despite the serious nature of the allega- 
tions about those two local representatives 
of the state, so far there has been no official 
explanation of the affair. Nor is it clear who 
arrested them—civilian or military authori- 
ties—though it seems judicial proceedings 
are being taken. 

Liberté reports that the officials have 
been provisionally released. It quotes them 
proclaiming their innocence, but refusing 
to reveal the charges against them. The pa- 
per says it has received many calls from lo- 
cal people fearful of reprisals because they 
have spoken to its journalists. 

The patriots are a sensitive issue in Alge- 
ria. In 1994, with the country’s small army 
overstretched and mired in a guerrilla war 
for which it had not been trained, the au- 
thorities embarked on a policy of distribut- 
ing weapons to trusted civilians. The policy 
was apparently also intended to spare the 
army some of the dirty work involved in 
anti-terrorism and to ensure the widest 
possible mobilisation against the Islamists. 

Neither the government, nor the 
staunchly anti-Islamist French-language 
press (of which Liberté is a leading exam- 
ple), would tolerate criticism of this policy. 
Scorn was heaped on opposition activists 
and human-rights groups, such as Amnesty 





The dhows that do the Iraqi run 


DUBAI 


| 
OODEN dhows, the Gulf’s tradi- 
tional sailing vessels, are busy ferry- 
ing illicit consumer goods into Iraq un- 
| der the noses of the uN-backed inter- 
diction force that has been patrolling the 
Gulf's international waters since 1991. 
Iraq pays for these goods with fuel oil 
smuggled out of the country in barges. 
The illicit oil sales, although tiny in 
comparison with the uN's oil-for-food 
programme, bring their revenues directly 
| to the Iraqi regime. One guess is that the 
| Iraqi government could be smuggling 
| some 100,000 barrels a day, enough to 
| earn it up to $200m a year after bribes 
and price discounts. The oil is loaded on 
to small barges, often crewed by Iranians. 
After picking up false Iranian papers at 
one of the hundreds of small ports along 
Iran's coastline, the barges sail through 
Iranian waters towards the open sea. 
It is far from easy to detect smuggling 
in the chaotic jumble at Dubai's creekside 
. docks. Moreover, some traders admit 
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openly to selling goods illicitly to Iraq. 
“Of course we do the Iraqi run,” says one, 
a Pakistani entrepreneur waiting at the 
dockside for his next delivery. *It's more 
difficult at the moment, but that means 
more money for us." 

Nor are the governments in the region 





Wind-blown goodies 


particularly keen to stop the trade. A cou- 
ple of months ago, Iran promised to crack 
down on smuggling, and as a result, say 
American officials, illegal oil shipments 
may have fallen by half. Most people ex- 
pect them to go up again soon. The gov- 
ernment of the United Arab Emirates, for 
its part, has promised to halt illegal ship- 
ments passing its ports and to refuse | 
docking rights to barges. But few traders 
believe that the promise will be carried 
out with any verve. 

The uAE's president, Sheikh Zayed bin 
Sultan al-Nahayan, has long argued that 
Iraq has suffered enough for its misdeeds. 
His country has resumed telecoms links 
with Iraq and has relaxed visa require- 
ments for Iraqis. It has also sought and re- 
ceived UN approval for a passenger ferry 
service between Dubai and Umm al-Qasr 
in Iraq. Indeed, legitimate trade between | 
Iraq and the emirates has grown so 
quickly that the UAE has overtaken Jor- | 
dan as Iraq's principal trading partner. 
"The feeling here is that it's time Saddam 
was back in the brotherhood,” said a Du- 
bai businessman. “Smuggling will con- 
tinue until sanctions are lifted.” 
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International, which suggested that civil- 
ian militias could lead to warlords and 
even more bloodshed. Yet many people be- 
lieve that some of the inexplicable mass 
killings in the Algerian countryside could 
be the work of local militias, retaliating 
against the families of armed Islamists who 
themselves carry out similar atrocities. 
One possible explanation for the offi- 
cial silence on the mayors’ arrest is that the 
timing was wrong. Liberté's reports came 
out as the UN Human Rights Commission 
was holding its annual session in Geneva. 
Amnesty and other groups were lobbying 
for the introduction of a resolution ap- 
pointing a human-rights rapporteur for Al- 
geria, one of whose tasks would be to estab- 
lish responsibility for the massacres. A 
government admission that local officials 
may have been carrying out summary exe- 
cutions would have given the human- 
rights campaigners more ammunition. 


The conspiracy-minded disagree. They 
say the story was leaked as part of a plan to 
thwart efforts to send a UN rapporteur by 
showing that the authorities were them- 
selves punishing wrongdoers. After all, 
Libertés editorial comment on the arrests 
was that "it was done without the assis- 
tance or interference of non-governmental 
organisations, and special rapporteurs. If 
there had been any excesses, then the state 
and its institutions handled the matter." 

Another twist of the conspiracy theory 
has it that the affair stems from a presumed 
factional dispute pitting President Liamine 
Zeroual, who is increasingly identified 
with the patriots, against his chief of staff, 
Lieut-General Mohammed Lamari. Sup- 
porters of this view argue that the dispute is 
one of the main factors in Algeria’s internal 
politics, and that it accounts for official si- 
lence on many occasions when there 
should have been explanations. 





Israel 


Now, for my next trick . . . 


JERUSALEM 


Israel's prime minister is surviving by a policy built on contradictions 


LWAYS a smoothie, Binyamin Netan- 
yahu is honing his magic skills. This 
week, with Britain's visiting prime minister 
as his straight man, Israel's prime minister 
conjured up a sense of movement in the 
peace process while simultaneously negoti- 
ating the accession of the most rabidly anti- 
peace party to his coalition. Moledet's two 
seats in the 120-seat Knesset would lift the 
government's majority from a perilous 61 
to a more comfortable 63 and thus, accord- 
ing to Mr Netanyahu's account, will actu- 
ally enhance his ability to make conces- 
sions to the Palestinians. But Moledet's 
platform calls for ditching the Oslo accords 
and "transferring" the Palestinians across 
the River Jordan. 

Tony Blair came to the Middle East 
wearing several hats: president of the Euro- 
pean Union; close ally of Bill Clinton and 
stout supporter of America's mediation in 
the region; and the man who has brought 
peace (it is hoped) to Northern Ireland. Is- 
raeli and Palestinian peaceniks recalled 
with wistful irony that the initial break- 
throughs in these two ancient conflicts 
came almost at the same time, in late 1993. 
Israel recognised the PLO; Britain agreed to 
a role for Sinn Fein. In both cases, the ac- 
cords were predicated on an end to terror- 
ism, and in both cases subsequent terror 
outrages brought peace talks to a halt. But 
in Israel, after Mr Netanyahu's accession in 
1996, the halts were to a process the govern- 
ment did not truly want to proceed with. 

After a first meeting with Mr Blair on 
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April 19th, Mr Netanyahu deftly grabbed 
the headlines by announcing a peace con- 
ference in London next month. The Pal- 
estinians initially balked, suspecting a Net- 
anyahu sleight-of-hand. But Mr Blair 
persuaded Yasser Arafat the next day that 
British-European participation at the 
peace table alongside the Americans could 
not be bad. Then it was Mr Netanyahu's 
turn to wriggle. The London encounter 
would not actually be a “conference”, he as- 
sured his cabinet hardliners, but merely a 
series of separate meetings with the Ameri- 
can secretary of state, Madeleine Albright. If 
there was a breakthrough, then perhaps 
there could be a four-party session with 
Americans, Britons, Israelis and Palestin- 
ians all sitting down together. 

But he was not committed to producing 
a breakthrough. On the contrary, he was 
holding firm to his rejection of the Ameri- 
can proposal that Israel should cede 13% of 
the West Bank during the coming three 
months as its second “further redeploy- 
ment” under the terms of the Oslo accords. 
To cap his confidence, Mr Netanyahu an- 
nounced that he had received a breakfast 
invitation from Egypt’s President Hosni 
Mubarak for April 28th, ending a full year 
of Egyptian cold-shouldering. 

Mr Netanyahu and his aides blithely 

brush off American mutterings 
that the London meeting is a last 
chance, that hard decisions need 
to be taken and that, if they are not, 
America may wash its hands of the 
whole business. They have heard 
this all before, and each time 
another last chance is con- 
structed, after the previous one 
peters out. Two years into Mr 
Netanyahu’s term, Israeli 
pundits have given up try- 
ing to make sense of the 
«es M contradictions in policyand 
EX 4" have begun, instead, to be- 
S'& lieve that contradiction is the 
political strategy. Mr  Netan- 
A yahu's purpose, according to this 
reading, is to reach the next election 
without having given up much territory, 
yet without having caused the violent de- 
struction or total implosion of the peace 
process. 

Although the State Department this 
week pointedly voiced its growing impa- 
tience, Mr Netanyahu, with long experi- 
ence of America, knows that there are other, 
friendlier voices in Washington. Pro-Israel 
lobbyists recently coaxed more than 80 
American senators to sign a letter urging 
the administration not to exert pressure on 
Israel by formally publishing its proposals 
on redeployment. Vice-President (and 
would-be President) Al Gore will be in Is- 
rael next week to attend the Jewish state's 
soth-anniversary celebrations and to de- 
liver ringing reaffirmations of American 
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support. Opinion polls show a large major- 
ity of American Jews favouring a fair deal 
with the Palestinians. But not many are 
anxious to see a bruising confrontation be- 
tween their government and an Israeli gov- 
ernment, whatever its complexion. Mr Net- 
anyahu and his diplomats energetically 
manipulated that sentiment. 

Coincidentally, the London parley, set 
for May 4th, will come exactly one year be- 
fore the five-year term of the Oslo accords 
runs out. Mr Arafat said this week what he 
has said repeatedly before: if that time 
comes, and the peace process is still stuck, 
he will declare unilateral independence. 
Mr Netanyahu's reply is that Israel would 
respond with unilateral action of its own, 
meaning apparently that it would annex 
parts of the West Bank. 

But some government people now say 
privately that a territorially truncated Pal- 
estinian mini-state, unilaterally declared, 
could well suit Israel's interests. If that is the 
myopic vision that Mr Netanyahu takes to 
London, this latest last chance of proceed- 
ing to a negotiated settlement will go the 
way of all the others. 





Saudi Arabia 
To Mecca and 
back 


JEDDAH 


OMETHING strange has happened to 

the streets of old Jeddah. The illegal im- 
migrants have vanished. Policemen stop 
foreigners from Asia and Africa as they pass 
by and demand to see their iqgamas, or resi- 
dence permits. And where once there were 
cafés and hostels overflowing with Somalis 
and Sudanese who should not really be 
there, Saudi Arabia's commercial capital 
now has a curiously ordered feel to it. 

Each year, more than 1m foreigners de- 
scend on Saudi Arabia to make the haj pil- 
grimage to Mecca, and hundreds of thou- 
sands of them usually try to stay on, 
infiltrating their way into Jeddah and other 
cities to join the 6m-strong expatriate work- 
force. But this year the Saudis were serious 
about keeping out the *overstayers". As part 
of the government's drive to regulate the 
haj more strictly, most pilgrims are now 
corralled straight from Mecca to their port 
of departure and employers are warned of 
stiff penalties if they hire illegal workers. 
Saudi embassies have been told to 
publicise the punishments for overstaying 
a haj visa, in the hopes of deterring these 
economic migrants before they leave home. 

But no amount of regulations can hide 
the fact that the haj, which is a once-in-a- 
lifetime obligation for every able-bodied 
Muslim, remains a life-threatening under- 
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After the stampede 


taking. Despite heavy security precautions, 
fireproof tents and mist-making machines 
to cool the pilgrims, this year's haj claimed 
its quota of 118 pilgrims crushed to death in 
a stampede on April 9th. India, which suf- 
fered the worst casualties with 32 dead, has 
admitted that its pilgrims arrive woefully 
unprepared for this mass ritual. 

Malaysia, by contrast, is proud of the 
fact than none of its pilgrims died in the 
stampede—although scores of them suc- 
cumbed to illness and exhaustion. The rea- 
son, say its haj organisers, is that they sub- 
ject would-be pilgrims to nine months of 
fierce training so that they know what to ex- 
pect on arrival. When it came to the surging 
crowds for the stone-throwing ritual (it is 
the devil who should be pelted), the Malay- 
sian organisers, who have a permanent of- 
fice in Mecca and keep computer records of 
all the pilgrims in their care, sent volun- 
teers ahead on motorcycles to report back 
on when it was safe to proceed. 





France and Rwanda 


Humanitarian? 


PARIS 


FTER the admission first by the UN and 
then by Bill Clinton of a share in 
responsibility for Rwanda's 1994 genocide, 
is it now the turn of France—accused of 
supporting and arming the genocidal Hutu 
regime—to make a belated nostra culpa? 
Not if the performance this week of four 
former French government ministers, in- 
cluding two former prime ministers, before 
a French parliamentary "committee of in- 
formation" is anything to go by. 
In the four years since the slaughter of 
perhaps 800,000 Tutsis in Rwanda be- 


tween April and July 1994, France has 
never sought to apologise, admitted any 
fault or even publicly questioned its back- 
ing of the Hutu-dominated regime before, 
during and after the massacre. Indeed, it 
was only after mounting national and in- 
ternational criticism, including allegations 
of French “complicity” in the genocide, 
that its parliament decided last month to 
set up the fact-finding committee. 

Although it falls short of the full-blown 
official inquiry for which French journal- 
ists, academics and humanitarian orga- 
nisations had been pressing, the commit- 
tee marks a small blow for democracy in a 
country unused to subjecting foreign pol- 
icy or defence, traditionally the president's 
prerogative, to parliamentary scrutiny. 
Over the past 40 years ofthe Fifth Republic, 
there has been only one other such par- 
liamentary inquiry into foreign policy. 

So it was not with particularly good 
grace that Edouard Balladur, Gaullist 
prime minister from 1993 to 1995, and 
three of his ministers, Francois Léotard (de- 
fence, now leader of the centre-right Union 
for French Democracy), Alain Juppé (for- 
eign affairs, later prime minister), and Mi- 
chel Roussin (overseas co-operation), 
agreed to submit to three hours of cross- 
examination on April 21st. Their examiners 
were their parliamentary colleagues, led by 
Paul Quilés, a former Socialist defence 
minister. 

An indignant Mr Balladur denounced 
the “revolting” and “hate-filled” campaign 
which, he said, was designed to discredit 
“the only country in the international com- 
munity that tried to act" to stop the geno- 
cide. France was, indeed, the first country 
to send in troops for a supposedly “hu- 
manitarian" mission in June 1994. But it 
was later charged with using the mission to 
cover the retreat of Hutu leaders responsi- 
ble for the massacres. It has also been ac- 
cused of continuing to co-operate with, and 
ship arms to, the Hutu regime (with which 
it had a military-assistance agreement) well 
after the massacres had begun. 

Though admitting that "very limited" 
quantities of French arms were shipped to 
the Hutu regime in Rwanda for a year after 
he became prime minister in March 1993, 
Mr Balladur insisted that, “in the present 
state of my knowledge", no more deliveries 
were made after a French arms embargo 
was imposed on April 8th 1994. This was 
two days after the assassination of Rwan- 
da's President Juvenal Habyarimana, an 
event that unleashed the well-prepared 
genocidal campaign against the Tutsis. ` 

However, Bernard Debré, who replaced 
Mr Roussin as Mr Balladur's minister for 
overseas co-operation at the end of 1994, 
has reported outside the committee hear- 
ings that France continued to deliver arms 
for up to ten days after the bloodbath be- 
gan. Others claim that French shipments 
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were still being made via the town of 
Goma, in neighbouring Zaire, as late as July 
1994. Another question demanding an- 
swers concerns the Hutu leaders, believed 
responsible for the massacre, who fled first 
to the area controlled by the French “hu- 
manitarian" mission and then to Paris, 
from where they were allowed to move to 
safer havens when the international tribu- 
nal on the genocide tried to seek them out. 
As yet, the Quilés committee has failed 
to inspire much confidence in its ability, or 
desire, to get to the bottom of this remark- 
ably murky episode in France's ever- 
opaque dealings with black Africa. The fact 
that the events took place during a period 
of political cohabitation between a Social- 
ist president, the late Francois Mitterrand, 
and a right-wing government does not 
help. The questions to witnesses have been 
criticised as either excessively hostile (when 
put to critics of France's role) or deferential. 
The committee has no powers of sub- 
poena. The preliminary list of 52 witnesses 
"invited" to give evidence may include 


most of the top brass from France's politi- 
cal and military establishment at the time, 
but omits (for the moment?) the key mem- 
bers of France's intelligence services and 
armed forces directly involved with 
Rwanda. Civil servants and military per- 
sonnel are required to give their evidence 
behind closed doors. Against first expecta- 
tions, Lionel Jospin, France's present prime 
minister, has agreed to allow the commit- 
tee access to classified documents, but only 
on a case-by-case basis. And although Mr 
Quilés has now promised that the commit- 
tee's findings will be published, they are 
not expected to amount to anything like the 
weighty, critical tome brought out by the 
Belgian parliament last December after a 
similar exercise into Belgium's role in 
Rwanda, once a Belgian colony. 

But it is early days yet. Most of the wit- 
nesses already invited to give evidence 
have not yet had a chance to be heard. Their 
turn will come—and the committee's hear- 
ings are due to continue well into the sum- 
mer and possibly beyond. 





Nigeria 


Abacha, for ever, and ever 


Nigeria's promised election will be merely a referendum on General Abacha 


OOUTSIDERS it was bizarre; to Nigeri- 
ans it was business as usual. On April 
20th the Grassroots Democratic Movement 
(GDM) endorsed General Sani Abacha as its 
presidential candidate for the "election" 
on August 1st. This made a clean sweep for 
the general of all five of the permitted po- 
litical parties, turning the election into a 
referendum. The development was not un- 
expected—a campaign known as Youths 
Earnestly Ask for Abacha was recently 
given several million dollars' worth of state 
money to hold a rally—but it makes a mock- 
ery of the general's 1994 pledge to return 
the country to democratic rule "in which 
we [the armed forces] are not participants". 
The decision illustrates three truths 
about Nigeria. First, that the Nigerian po- 
litical class is for sale. Of the five parties, 
only the GDM was thought to have a modi- 
cum of independence from the govern- 
ment. But when the time came to choose a 
candidate, some 1,000 party members were 
persuaded by bribes or threats to push 
aside their own man, Mohammed Dikko 
Yusufu, a respected former police chief, in 
favour of Mr Abacha, who is not a member 
of their party and has not even declared 
himself ready to stand for election. 
Second, it shows that the general and 
his cronies care as much for the views of 
America, Europe or the Commonwealth as 
they do for a gathering of village chiefs. 
Since Mr Abacha took over in 1993, Britain 
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and America have tried reproving words 
and mild sanctions to push him towards 
democracy. But western governments are 
ambivalent, and split among themselves. 
The general called their bluff. He knew they 
were not prepared to boycott oil, the only 
sanction that would have a direct effect on 
his power. With about $10 billion in oil rev- 
enues last year, Nigeria does not need out- 
side help. So Mr Abacha feels free to ignore 


interfering foreigners’ warnings. 

Third, avoiding an election demon- 
strates the rulers weakness, not his 
strength. Had he won, even in a restricted 
election against Mr Yusufu, it would have 
given him legitimacy in Nigeria and credi- 
bility in the world. But he knows he is un- 
popular and he is evidently frightened that 
Mr Yusufu might win. This is not a re- 
spected autocrat but a king scrabbling to 
stay on top of an exceedingly unstable cas- 
tle. Will he fall or will he be pushed? 

While the outside world dithers—noth- 
ing decisive or effective can be expected 
from it—Nigerians are suffering as never 
before from power failures, ruined schools, 
drugless hospitals, petrol queues, bad roads 
and general economic mess. Exasperation 
at bad government could drive crowds on 
to the streets. It could even, despite signs to 
the contrary, unite the quarrelsome strands 
of opposition into a single cause: the re- 
moval of General Abacha. The south-west is 
already largely opposed to him; now the 
north, which originally supported him, is 
also showing signs of disaffection. At the 
end of March, 18 northern politicians pub- 
lished a letter urging the general not to 
stand for election. 

Change of power in Nigeria usually 
comes about through a coup, bloodless or 
otherwise (the sentences on those who plot- 
ted the last, unsuccessful, coup are expected 
next week). And a ruler’s unpopularity has 
always played a part in his downfall. Gen- 
eral Abacha has purged the army more 
thoroughly than any of his predecessors, 
but loyalty in Nigeria is not a stable com- 
modity, to be counted on for ever. 

Yet a coup that put another military 
leader in power would not solve the coun- 
try’s problems. Nor are these just a matter of 
restoring democracy. After 15 years of rot- 
ten military rule, Nigeria has to be rebuilt. 
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Solidarity v Solidarity 


WARSAW 


Can Poland’s government tame the unions when the unions are the govern- 
ment? Its plan to sack 118,000 coal miners may provide the answer 


HEN Poland's voters kicked out a 

government of former communists 
last September and brought in a coalition 
of trade unionists, nationalists and free- 
marketeers, it was clear they would be a 
combustible crew. And nothing looked 
likelier to set them alight than the vexed is- 
sue of coal mining, a vast and privileged in- 
dustry protected by all Poland’s post-1989 
governments. Now the government pro- 
poses to yank away its support, in the first 
big test of its determination to reform the 
economy and prepare Poland for member- 
ship of the European Union. Will the coali- 
tion explode? 

The restructuring plan for the coal in- 
dustry that was presented on April 2oth 
says some interesting things about Poland's 
new bosses. One is that free-marketeers, 
such as the finance minister, Leszek Bal- 
cerowicz, are firmly in charge of economic 
policy. Another is that Solidarity, which 
controls the biggest share of seats in the 
Sejm (parliament) is still unsure whether it 
is a trade-union movement or a political 
party. The battle over coal will test both the 
government's reformist resolve and Soli- 
darity's cohesion. 
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The restructuring plan is as radical as 
the most ardent cost-cutter could have 
wished, Over the next four years, some 
118,000 of Poland's 237,000 mining jobs 
are to be shed; 24 of the 65 mines are report- 
edly to be closed. That will cost about $4.4 
billion, including $1.5 billion for miners 
who lose their jobs. It is worth it: the plan 
should end the coal industry’s losses, which 
cumulatively amount to nearly $4.1 billion, 
and return it to profit by 2000. 

That is not how the trade unions, Soli- 
darity prominent among them, see it. Soli- 
darity Electoral Action (Aws), the move- 
ment' political wing, swore before the 
election that there would be no mass sack- 
ings in the coal industry, a pledge repeated 
often by the Aws prime minister, Jerzy 
Buzek. Now, it seems, miners who refuse to 
go voluntarily are to be forced out. The two 
dozen closures would break another prom- 
ise: that each mine's fate would be decided 
on its merits. Solidarity wants talks with the 
government. If they fail, says the union, it 
will take its case to the streets of Warsaw 
and to Katowice in coal-mining Silesia. 

That would be an exquisite embarrass- 
ment for Marian Krzaklewski, a devoutly 


Catholic former computer programmer 
who leads both Solidarity and Aws. But 
that sort of embarrassment was preor- 
dained. It was never going to be easy to 
build a political party around a trade- 
union nucleus, especially when the eco- 
nomic policies Poland needs—budgetary 
austerity, privatisation and social-security 
reformare not the sort that appeal to blue- 
collar workers. It makes matters still more 
awkward that Aws itself is composed of 
trade unionists, Catholic nationalists and 
economic liberals who have little in com- 
mon bar their dislike of ex-communists. 
Their coalition pact with Freedom Union, 
a liberal party led by Mr Balcerowicz, the 
unloved author of economic "shock ther- 
apy" in 1990, has strained those contradic- 
tions to breaking-point. Mr Buzek, the ami- 
able prime minister, is more a factional 
broker than a national leader. 

Mr Balcerowicz, to the benefit of the 
economy but the disquiet of the coalition, 
has hijacked much of economic policy. He 
leads the Economic Sub-Cabinet Commit- 
tee, which has emerged as the main eco- 
nomic decision-maker in the government. 
Even ministries controlled by Aws—pri- 
vatisation and economics, for example— 
are run by people intent on trimming a 
state still afflicted with communist-era obe- 
sity. They have been less zealous than they 
ought about some longer-term measures, 
like an overhaul of the pension system, but 
their reformist credentials are intact. To the 
joy of foreign investors, Mr Balcerowicz has 
created a squad to slash red tape and keep it 
out of new legislation. 

His obsession has been to cut the bud- 
get deficit and imports to avert a currency 
crisis of the sort that struck the Czech Re- 
public last year. This year's planned budget 
deficit of 1.5% of GDP may still be too high: 
the current-account deficit is expected to 
climb despite fiscal austerity. Nonetheless, 
talk of devaluation has quietened, so much 
so that the government is considering mak- 
ing the zloty fully convertible. 

Convertibility is a scrawny prize to AWS 
deputies hungry for a “pro-family” tax pol- 
icy, "enfranchisement" (a mass give-away 
of controlling stakes in state-owned firms) 
and other goodies they had promised their 
constituents. Mr Balcerowicz proposes to 
block these and more prosaic reforms to 
health and education in the name of fiscal 
prudence. And now Poland's fiscal sur- 
geons want to eviscerate the coal industry. 

Resistance is mounting. Some 30 right- 
wing AWS deputies have formed a par- 
liamentary group to push the party's 
agenda regardless of Mr Balcerowicz's skin- 
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flint policies. With a majority of just 31 
members in the 460-seat Sejm—and with 
63 trade-union stalwarts in its ranks—the 
coalition cannot afford this sort of dissent. 

Even so, the government is not about to 
fall. It has so far managed to hold its major- 
ity on crucial votes, such as the budget (an- 
other, on administrative reform, looms). 
And neither coalition party is about to 
throw away power after four years in the 
political wilderness. Besides, there may be 
room for compromise. One reason the coal- 
restructuring proposal was so radical may 
have been to allow the government room 
for concessions to its supporters. 

But if the government is to survive for 
its full four-year term it will have to do bet- 
ter than paper over splits among its fac- 
tions. Mr Krzaklewski, the only man who 
can do this, has yet to decide how. He has 
given up a plan to turn AWS, now a loose- 
knit coalition of 30-odd parties, into a sin- 
gle Christian-democratic party and talks of 
transforming it into a "federation" among 
three or four parties. But even this looks 
unlikely. 

More important than unifying Aws is 
detatching it from the trade union. Mr 
Krzaklewski seems to recognise this. He re- 
cently hinted that he would resolve the con- 


-flict by stepping down as leader of Aws. 


That would help his career: from his perch 
as head of the trade union, he could pre- 


Poles and prejudice 


OOD Polish Catholics may frown 

on divorce, marital infidelity and 
cohabitation. Homosexuality, it seems, is 
even more wicked. 

What is the worst scandal that could 
befall a Polish politician? In a recent 
opinion poll, 38% of respondents said 
that adultery was a resigning matter. 
Some 64%, however, thought that an MP 
“outed” as a homosexual should quit. 
Only thieves and those who collaborated 
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pare a run for the presidency in 2000. But 
the last thing the faction-ridden govern- 
ment needs is to have Mr Krzaklewski take 
credit for its successes while lambasting it 
for its failures. He brought down the last 
centre-right government in 1993 in a row 
over public-sector wages, ushering in four 
years of rule by ex-communists. If Mr Krzak- 
lewski wants to keep them out of power this 
time, he will have to defend his govern- 
ment in rough times as well as smooth. 





Germany 
Liberal lament 


BONN 


HY is noone in Germany fighting for 
bold economic reform? With Bonn’s 
politicians paralysed in the face of nearly 
5m unemployed workers, that is acommon 
lament. But zealous reformers have a cham- 
pion in the Free Democrats, admittedly an 
often-ignorable band of liberals threatened 
(yet again) with exile from parliament in 
the general election next September. 
If they must go down, the liberals plan 
to do so with their tattered flags flying. At a 
congress in Berlin on April 19th, they called 
for deep cuts in taxes and subsidies, sweep- 
ing privatisation, a revamp of social secu- 


with the Soviet-era secret police were 
deemed less electable. 

Tolerance for homosexuals may have 
shrunk a little since a pro-Catholic gov- 
ernment, led bya party linked to the Soli- 
darity trade union, came to power last 








year. The bishops are broadly hostile to 
homosexuals. The country’s minister for 
family affairs, Kazimierz Kapera, says ho- 
mosexuality is a disease and those who 
suffer from it are perverts. He adds, inci- 
dentally, that condoms of- 
fer no protection against 
AIDS. 

According to Sebastian 
Witkowski, a lobbyist for 
homosexual rights, many, 
perhaps most, Poles share 
the view that homosexual- 
ity is an illness, albeit a cur- 
able one. When he told his 
parents of his own homo- 
sexuality, his mother’s first 
reaction was to send for a 
doctor. Polish psychologists 
are apparently doing a roar- 
ing business “treating” chil- 
dren of distraught parents. 








Gerhardt and Kinkel flashing plumage 


rity and a shake-up of Germany’s rigid 
wage-bargaining system. 

So drastic is this catalogue that it has 
brought snarls from the opposition Social 
Democrats who, if they win power this au- 
tumn, plan to roll back even the modest re- 
forms that the centre-right government un- 
der Helmut Kohl has painfully achieved. 
Mr Kohl's Christian Democratic Union, the 
liberals’ current political partner, also finds 
much of it too radical, not least the demand 
to scrap an income-tax surcharge levied to 
help finance economic revival in ex-com- 
munist eastern Germany. 

Even if liberalism were popular, the lib- 
erals might not be. They have been in gov- 
ernment without a break since 1969, first in 
a centre-left coalition with the Social Dem- 
ocrats, then in the present alliance under 
Mr Kohl. For most of that time a Free Dem- 
ocrat has been economics minister. How 
come, wonder voters, the liberals have 
failed to push through reforms they claim 
to be so necessary? And what are the 
chances they will do so if returned to office 
in September? Their three decades in gov- 
ernment have made them look more like 
mercenaries than crusaders. 

Part of the problem is that the liberals 
have lost their stars (though Mr Kohl's peo- 
ple hardly dazzle either). Since the tren- 
chant Count Otto Lambsdorff stepped 
down as economics minister in 1984, the 
Free Democrats have had four near-duds in 
the job. The foreign minister, Klaus Kinkel, 
has nothing like the clout of his predeces- 
sor, Hans-Dietrich Genscher, who fought 
much of the cold war and helped reunite 
Germany. The party chairman, Wolfgang 
Gerhardt, is dull and has no cabinet post 
from which to project his talents. With both 
Count Lambsdorff and Mr Genscher retir- 
ing from parliament this summer, the lib- 
erals will look duller than ever. 

This is a particular drawback for a party 
that exalts the individual over the collective 
and claims (somewhat spuriously) Goethe 
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and Kant among its spiritual forebears. All 
the more so since without eloquent leaders 
it is hard for the Free Democrats to put 
across just what they stand for. Economic 
change—yes. But are they still as keen on 
those social reforms and the defence of in- 
dividual liberties they fought for in govern- 
ment with the Social Democrats? After 16 
years of deferring to the law-and-order 
agenda of the Christian Democrats, the an- 
swer seems to be no. Should the liberals 
then tack right, reviving an ultra-conserva- 
tive, nationalist tendency that has faded 
from view since the 1960s? 

Many pundits think the Free Demo- 


crats will get less than the 5% minimum 
needed to win seats in parliament in Sep- 
tember. That is unlikely. But the party may 
well find itself on the opposition benches, 
facing either a “grand coalition” of Chris- 
tian Democrats and Social Democrats or a 
“small” one of reds and Greens. The liberals 
might then recover from the Faustian com- 
promises of office and sort out what they 
stand for besides deregulation and lower 
taxes. Pity about those reforms though, 
which happen to be pretty much what Ger- 
many needs. Without the liberals in gov- 
ernment, they stand even less chance of be- 
ing implemented. 





France 


Strife on the Seine 


PARIS 


France and Italy are ruled by successful left-leaning governments. This is hard 
on the two countries’ right wings. The first of two articles deals with France 


Su reeling from setbacks in regional 
elections and their internal row over 
dealings with the far-right National Front, 
Frances mainstream conservatives have 
taken another blow—this one delivered in 
their mightiest bastion, Paris, and by one of 
their own. On April 6th, Jacques Toubon, 
mayor ofthe capital's 13th district and a for- 
mer Gaullist minister, announced the cre- 
ation of a new group on the 
city council *to bring some 
fresh air" to the centre-right 
majority. The mayor of Paris, 
Jean Tiberi, another Gaull- 
ist, denounced the move as 
an attempted putsch and 
vowed to fight on until his 
term ends in 2001. But he no 
longer has a majority. 

The row has been brew- 
ing since 1995, when 
Jacques Chirac, on the eve of 
his election to the French 
presidency, designated Mr Tiberi as his suc- 
cessor as mayor of Paris rather than the 
seemingly less-pliant Mr Toubon. Mr Tou- 
bon was pacified with the justice minister's 
job in the new centre-right government. But 
he continued to dream of Paris, with its 
FFr33 billion ($5.4 billion) budget, its 
40,000 city employees and its prestige. Af- 
ter losing both his parliamentary seat and 
his ministry in last summer's general elec- 
tion, he needs a new fief. 

Mr Chirac in his day had built Paris up 
into a personal power-base. Despite much 
evident cronyism, the absence of any real 
democracy and a growing whiff of scandal, 
his centre-right alliance secured grand 
slams in Paris during the 1980s, winning all 
20 districts. But cracks then appeared. Six 
districts fell to the left in 1995. In last 
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Troublesome Toubon 


month’s regional elections, the right man- 
aged to win the largest number of votes but 
the left won half the city’s districts. Opinion 
polls suggest it could win control of the cap- 
ital next time. 

Many on the right blame Mr Tiberi, 
who has none of Mr Chirac’s charm and 
has been plagued by scandals. He has the 
support of only 37 members of his Gaullist 
group on the 163-member 
council. Mr Toubon insists 
that his new 33-strong 
group, which includes mem- 
bers of both the Gaullist 
party and the centre-right 
Union for French Democ- 
racy (UDP), is still part of the 
“municipal majority”. But 
he is demanding a big shake- 
up in the way the council is 
run. Meanwhile, Jacques 
Dominati, leader of a rump 
of 22 UDF councillors, who 
has his eye on Paris for his son, Laurent, has 
withdrawn his support from Mr Tiberi 
while refusing to back Mr Toubon. 

France’s mainstream right seems to be 
decomposing. Charles Millon, a former de- 
fence minister and one of four unrepen- 
tant conservatives recently elected presi- 
dents of their regions with the National 
Front's help, has announced the creation of 
a new right-wing party: a "very positive" 
move, says the National Front. The upr, try- 
ing to prevent its own implosion, has asked 
its members what they think about their 
party's future—including its possible split 
into two new parties, one free-market, the 
other less so. Suddenly, with a new battle 
raging in Paris, no one is quite sure where 
France's conservatives are heading. 
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EUROPE 
Italy 


The B factor 


MILAN 


LASER show, funny hair-dos, mini- 
skirted hostesses and loud music: 

amid this tacky pomp, Silvio Berlusconi 
was crowned leader of Forza Italia—"Let's 
Go, Italy"—the party he founded four years 
ago, at its first congress from April 17th to 
19th. Why have confirmed by acclamation 
what is already his in fact? Surely not be- 
cause Mr Berlusconi, a former prime minis- 
ter and one of Europe's richest media mag- 
nates, has suddenly gained an apprecia- 
tion of the niceties of democratic proce- 
dure. His party wanted a chance to elect 
him formally. More important, Mr Berlus- 
coni wanted to send a signal to other lead- 
ers on Italy's right that he is not going away. 

They wish he would. Gianfranco Fini— 
the leader of the post-fascist National Alli- 
ance, whom Mr Berlusconi helped bring 
back into the political mainstream—wants 
his job as leader of the opposition some- 
day. So does Francesco Cossiga, a former 
president and now leader of the centre- 
right Democratic Union for the Republic. 

As long as Mr Berlusconi is in charge, 
they reckon, the right has no hope of oust- 
ing the surprisingly successful centre-left 
government of Romano Prodi. The con- 
stant threat that Mr Berlusconi will be con- 
victed of something unpardonable is one 
cloud over the right's prospects. Another is 
his authoritarian reputation, not dispelled 
by Forza Italia's worshipful congress. Mr 
Cossiga considers all Italy's conservatives 
suffer by association with the “B factor". 

But Mr Berlusconi is not in a retiring 
mood. In 1996, 8m people voted for him 
and polls say his support has not dwindled 
much since then. More than three years af- 
ter his stint as prime minister, and two after 
his election defeat, he can still fill Milan's 
Piazza del Duomo with fans. Friends 
thought the restless Mr Berlusconi would 
tire of politics, as he did of earlier careers as 
a lounge pianist and property investor. De- 





Berlusconi laps it up 
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EUROPE 





. Wet, wet, wet 


| 
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OST of Italy remembers 1966 as the 
year Italy’s football team lost to 
North Korea in the World Cup. Venice re- 
members it for a disaster of almost equal 
magnitude—the biggest flood in its re- 
corded history. That catastrophe woke up 
Venice to the realisation that the water 
that so famously fills the streets of this glo- 
rious city could someday drown it. Since 
then dousings have come more and more 
often. In the early 1980s, St Mark’s Square, 
the city’s lowest point, was flooded about 
40 times a year; in 1996, almost twice a 
week. If the climate continues to warm 
up, the sea may invade Venice still more 
frequently in the future. And what is be- 
ing done? Niente. “No effective steps 
have been taken,” lamented John Julius 
Norwich, author of a celebrated history of 
Venice, at a conference on April 21st orga- 
nised by Venice in Peril, a charity. 

Well, not nothing. A law banning the 
| pumping of groundwater has halted the 
| subsidence that was sinking the city. And 
there is a plan: barriers built into the beds 
of channels that lead into Venice's lagoon 
would rise at the onset of flooding, sta- 
bilising water levels, and retract when the 
| threat passed. Italy passed a law saying 

that is the only way to save Venice. That 
was in 1973. And there the matter rests. 
Venice-lovers are dreaming up what 
they say are better—and cheaper—ways. 
Three flood scientists recently suggested 
that, by raising walkways, installing mov- 
able steel doors across the entrances to 


vulnerable buildings and other modest 
measures, Venice could stay dry in up to 
90% of the floods it now gets. Warding off 
the really big deluges would take some- 
thing more drastic, perhaps sealing the la- 
goon and moving the port of Marghera, 
Italy's fifth largest. This could be as expen- 
sive as the proposed barriers. 

Roberto Frassetto, who has been the 
city's chief flood expert since 1971, points 
out that raising walkways would not stop 
water from seeping into basements. The 
barriers are designed and tested, he says: 
let them be built. 

But when? And how? It must have 
irked Mr Frassetto to listen to British and 
Dutch experts describe how London and 
Rotterdam methodically built their own 





flood defences. Italy's decentralised gov- 
ernment, and Venice's own pernicketi- 
ness—it can take dozens of permits to dig 
upa pavement—make emulating their ex- 
amples an impossible dream. And in the 
age of EMU-induced austerity, where will 
the money come from? Mr Frassetto 
guesses the barriers will cost $1.9 billion; 
others put the figure much higher. 

Until the money appears, there are 
plenty of simple things that Venice could 
do. It could build a sewage system. It 
could ban oil tankers, which erode the sea 
bed, worsening the subsidence that | 
makes flooding more common. It could | 
maintain its canals properly. When the 





city's bureaucracies neglect the Venetian 
equivalent of filling in pot-holes, it is 
hardly surprising that they have tossed | 
around the barrier project for a genera- | 
tion. Venice, it seems, faces a soggy future. 





Once upon a time, Venetians moved fast 





spite his judicial troubles, or perhaps be- 
cause of them, he has not. Mr Berlusconi 
made clear to his followers last week that he 
would block a package of constitutional re- 
forms, proposed by a parliamentary com- 
mission called the bicamerale, if the judi- 
ciary dared to convict him. 

Besides, Mr Berlusconi may think he 
has a realistic chance to be elected prime 
minister once again, this time for longer 
than seven months. Opinion polls suggest 
that if Mr Berlusconi teamed up with Um- 
berto Bossi, leader of the secessionist 
Northern League, they could sweep the 
north as they did in 1994. The collapse of 
their alliance toppled Mr Berlusconi from 
office and ushered in the governments of 
Lamberto Dini and Mr Prodi. Might they 
revive it? 

The omens are not auspicious. Mr Bossi 
delights in unflattering nicknames for his 
erstwhile comrade (*Berluskaiser" is one of 
the few that is not obscene). His own flam- 
boyant persona would suffer from a junior 
partnership with Mr Berlusconi. 

Still, Mr Bossi has not ruled out an elec- 
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toral alliance, and there are reasons to 
think it might work. Both men appeal to 
voters who dislike red tape and high tax- 
ation. Both are hostile to the bicamerale. If 
Mr Berlusconi promised a "parliament of 
the North", on the model of the new Scot- 


tish assembly, Mr Bossi might be tempted. 
Mr Prodi, basking in triumph for bringing 
Italy into the single European currency, is 
hardly worried. But the three years until the 
next (scheduled) election is a long time, es- 
pecially in Italian politics. 





Turkey 


Two Islams clash 


SIVAS 


Despite Turkey’s officially secular character, strife among its different religious 


traditions can be deadly 


F THEIR courtroom manner was any- 

thing to go by, the perpetrators of what a 
judge has called—with some hyperbole— 
“the most heinous event in the history of 
Turkish Islam” feel little remorse. In July 
1993 these Sunni Muslims set fire to the 
Madimak Hotel in the town of Sivas, dur- 
ing a festival in memory of an Alevi bard 
and spiritual leader loathed by the more 


belligerent kind of Sunni back in the time 
of Turkey’s old Ottoman empire. Some 37 
people connected with Turkey's Alevi reli- 
gious minority died. When the death sen- 
tence was passed on 33 of the arsonists at 
the end of last year, the defendants hurled 
coins at the press gallery and shouted slo- 
gans praising Islamic sharia law. 

The death sentences may be commuted 
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Bullish on Bouncing Back 
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Golden Hope 
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There have been dark clouds of economic uncertainty 
hovering over Malaysia. We Malaysians expect 
the picture to clear. In due time. With an optimism 
that is borne out of four decades of incredible 
economic growth the world has been witness to. 


With the perseverance to make changes and sacrifices, 
With the wisdom of solid economic fundamentals 

to see us through. With the determination to do 
everything for the economy to bounce back. 


And bounce back we will. How can we 
be so bullish about it? Because we've 
overcome other adversities before. 
And we'll do it again. 


MALAYSIA 
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international Conference 


on Greenhouse Gas Emissions Trading 
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A t Kvoto in December 1997 climate change policy negotiators from around 


the world placed greenhouse gas emissions trading firmly on the international agenda. 


The International Conference on Greenhouse Gas Emissions Trading will provide a forum 
for leading climate change policy analysts, policy makers and negotiators, environmental 


specialists and business executives to exchange views on how best to move forward. 


The conference will provide an opportunity to inform and network with key policy 
makers, negotiators and other stakeholders, particularly from the Pacific Basin 
countries, in the lead up to the fourth Conference of the Parties to the UN Framework 
convention on Climate Change in Buenos Aires in November 98. 


The conference will be held in Sydney on 21-22 May 1998. For further 
Sponsored by 


Mobil 


information on the conference and how to register as a delegate, please call 


Anne Quinn on «61 2 6272 2254. The program will 
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to long terms of imprisonment, since Tur- 
key’s parliament has to ratify death sen- 
tences and is usually loth to do so. Still, the 
judgment made the aggrieved Alevis of Si- 
vas—a quarter of the 680,000 people in the 
province, which lies in rugged country 
about 400 kilometres (250 miles) east of 
Ankara, Turkey’s capital—feel a bit better. 
But it made a lot of Sunnis, adherents to Is- 
lam’s largest group, feel a lot worse. 

It is bad enough for orthodox Sunnis 
that Alevis, exponents of an easy-going 
form of Shia Islam, rarely worship (and 
never in mosques), do not bother to segre- 
gate the sexes, and keep eating during the 
Muslim fast of Ramadan. But the Sunnis’ 
patience snapped in 1993 when one visitor 
to the festival—the Turkish would-be trans- 
lator of a novel detested by Sunnis, Salman 
Rushdie’s “The Satanic Verses"—publicly 
denied the authority of the Koran, the Mus- 
lims’ holy book. 

That was why furious Sunni zealots 
burned down the hotel. Television pictures 
of them, raging, flashed across the world. 
Since then, Sivas’s Sunnis have seethed 
with resentment. Temel Karamollaoglu, 
who was mayor in 1993, blamed “agents 
provocateurs” for the deaths. Judging by the 
results of local elections held after Mr Kara- 
mollaoglu was elected to parliament in 
1995, most people in the town agree: more 
than 80% of the municipality’s 100,000 vot- 
ers (and 90% of all eligible Sunni voters) 
plumped for candidates of the two parties 
that had spoken up for the attackers. 

One of them was the Islamic-minded 
Welfare Party, to which the mayor be- 
longed. So when in February, in line with a 
recent ruling by Turkey’s Constitutional 
Court, the Welfare Party was shut down for 
allegedly breaking Turkey’s secular con- 
stitution, the Sunnis of Sivas were angry. 
Then, when “unofficial” courses for study- 
ing the Koran were closed down in the 
town, local Sunnis began to think the au- 
thorities really had it in for them. 

Even in remote villages, antipathies 
have grown stronger. “We used to attend 
Sunni festivals,” says one Alevi villager, 
“but not since Madimak.” According to Ali 
Riza Salman, a prominent Alevi, many Al- 
evis have left Sivas, which is very poor, as 
well as sectarian. The Cem Foundation, for 
which he works, is one of two Alevi insti- 
tutes active in Sivas and other areas where 
Turkey’s 15m-odd Alevis live. Both were set 
up after 1993. “Before Madimak,” he says, 
“we would keep quiet about our identity.” 

No longer. And one result is to sharpen 
Sunni animosity. Fatih Kalkan, who runs 
the local branch ofa big Sunni foundation, 
expresses a common fear when he talks of 
“a plot to turn Turkey into an Alevi repub- 
lic”. Wander round the streets of Sivas, how- 
ever, and the proliferation of new mosques 
and Sunni foundations unmistakably in- 
dicates which side has the upper hand. 
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Yet things are beginning to change. As 
once-rural Alevis set up enclaves in Istan- 
bul, Ankara and other cities, their children 
get better schooling. And Mr Kalkan’s ner- 
vousness is justified in one way. Turkey’s 
secular establishment much appreciates 
the Alevis’ attachment to the system estab- 
lished by Kemal Ataturk in the 1920s. 

Since the 1993 fire, efforts by Alevis to 
organise themselves have won the blessing 
of top generals, of President Suleyman De- 
mirel and of a growing number of other 
politicians. Some of parliament's 30-plus 
Alevis, most of them members of the soft- 
left Republican People's Party, are lobbying 
for a slice of the money that governments 
set aside for religious purposes. "Cem 
houses", where Alevis meet to worship, are 
springing up in the big cities. "Alevis", says 
MrSalman, "can only get more involved in 
politics" Which will only make Turkey's 
Sunnis even more jumpy—and readier to 
justify arson. 





Spain 
Basque bungle 


MADRID 


HE Marx Brothers collided with John 

Le Carré in Vitoria the other day. Or, to 
put it soberly, some Spanish secret agents 
were caught bugging Basque separatists in 
the region's capital in March. They bolted, 
leaving behind documents that blow the 
cover of their entire spy ring, shattering the 
government's counter-ter- 
rorist operations and 
showing up its promise to 
reform the secret service. 

The agents belonged to 
CESID, the successor to 
General Franco’s military 
intelligence service. They 
had set up a listening post 
in a flat above the offices of 
Herri Batasuna, the politi- 
cal wing of the terrorist 
group ETA, and fled when a 
telephone engineer work- 
ing below laid bare the 
connecting wires. Herri Ba- 
tasuna, a legal party 
(though many of its former leaders are in 
jail), went to the police. CESID, it turned out, 
had been bugging illegally. 

A public-relations coup, then, for Herri 
Batasuna and, indirectly, for the terrorists. 
The Basque Nationalist Party, which runs 
the regional government and supports 
Spain's minority conservative government, 
is furious. It wants the Madrid government 
to pull Spanish police and spies out of the 
Basque country and to give their job to the 
the regional police force, the ertzaintza. 

It gets worse. ETA got hold of pay slips 


EUROPE 


and bills abandoned by the buggers in their 
panic, making it possible to trace their tele- 
phone records. Egim a newspaper pub- 
lished by Herri Batasuna and thought to be 
ETA's mouthpiece, printed a photograph of 
one of the eavesdroppers, his address and 
those of his relations. The message is clear: 
ETA, which since July has killed five local 
councillors from Spain's governing Peo- 
ple's Party or members of their families, can 
now go after CEsip members as well. 

The defence minister, Eduardo Serra, 
may now have to resign, though the prime 
minister, Jose Maria Aznar, still says he 
backs him. Either way, Spain will have to 
reorganise its Basque intelligence network. 
And Mr Aznar may finally have to get seri- 
ous about reforming the country's spy ser- 
vices, an issue that has already helped bring 
down one prime minister. 

As leader of the opposition, Mr Aznar 
mercilessly lambasted his predecessor, Fel- 
ipe Gonzalez, for bungling the offensive 
against ETA and mismanaging the security 
services. On Mr Gonzalez's watch, CESID 
helped wage a "dirty war" against ETA, in 
which people who had nothing to do with 
the terrorists were killed, and allegedly 
bugged the king, Juan Carlos. Though Mr 
Gonzalez claims he knew nothing of the 
"anti-liberation groups", one of his interior 
ministers and several officials will go on 
trial next month for alleged involvement in 
the dirty war. 

Before winning office, Mr Aznar prom- 
ised to make the police and intelligence ser- 
vices more accountable. Now in power, he 
faces the dilemma that has paralysed every 





government since Franco's: any real shake- 
upin thesecurity services would, at least for 
a time, blunt their campaign against ETA, 
which has killed 766 people since launch- 
ing its drive for an independent Basque 
state 30 years ago. If that is not deterrent 
enough, Spain's top spies have protected 
themselves from purges by gathering in- 
formation that would embarrass Spain's 
establishment if made public. Even after 
the bungle in Vitoria, Spain's leaders may 
balk at taking that risk. 
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CHARLEMAGNE 


Gordon Brown, the lonely chancellor 


OME people just want to be alone. Last May, making his first 

appearance in Brussels as chancellor of the exchequer in Brit- 
ain’s new Labour government, Gordon Brown ostentatiously 
shooed his advisers off the platform at his press conference. He 
has stuck with this lonely style during Britain’s current six- 
month stint in the European Union's presidency, during which 
his job has been to preside over finance ministers' conclaves. So 
dedicated, indeed, has he been to going it alone that he has often 
forgotten to give the floor to the European Commission's top 
economic official, Yves-Thibault de Silguy. His solitude is appro- 
priate: it reflects both Mr Brown's position among Europe's fi- 
nance ministers and Britain's position in the EU. 

The Brussels to which he flew last May was full ofenthusiasm 
about the new government led by 
Tony Blair. Not only was it a relief to 
most Europeans to see the back of the 
carping, divided and obstructive 
Tory administration of John Major. 
There were also hopes that Britain 
might overcome its longstanding 
hostility to the single currency, the 
euro, and at last put its name to the 
great adventure. Those hopes 
centred, above all, on Mr Brown, 
who seemed the most pro-European 
member of the Blair government. 

A year on, hope has faded. True, 
Mr Brown declared last October that 
Britain was, in principle, ready to 
take part in the single currency. But 
then he hedged: Britain certainly 
would not join during the present 
parliament, he said; even after that 
the euro would have to pass British 
muster (economic tests, in Mr 
Brown’s parlance). What made this 
disappointing was the widespread 
belief, fostered by newspaper re- 
ports, that the government had been 
thinking of joining sooner, and had 
backed off only for fear of 
antagonising the tabloid press. 

All of which is awkward for Mr Brown. EcoFin, the council of 
finance ministers that he chairs, has lately been the EU’s most 
influential body, but Mr Brown himself is one of its less influen- 
tial members. Not that the chancellor is an unpopular chair- 
man, even though he seems more aloof and dour than his Tory 
predecessor, the clubable Kenneth Clarke. Indeed, his intellect 
and brisk chairmanship are both admired. He has toned down 
his irritating sermons of last summer about Britain leading the 
way in Europe on employment reform. He has struck up a 
friendship with Dominique Strauss-Kahn, his French opposite 
number (and frequent opponent), who has invited Mr Brown to 
this summer's football World Cup in France. (He said yes before 
New Labour ruled that such perks offend its scruples.) 

Yet he cannot wriggle free of the traditional British predica- 
ment, wanting to lead and keep its distance from Europe at the 
same time. Though his tone is a mite less triumphalist, continen- 
tals still roll their eyes when Mr Brown promotes “a new third 
way" to free labour and capital markets. In single-currency rows, 
he stands uncomfortably on the sidelines. Consider the festering 
quarrel over the presidency of the European Central Bank. This 
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was discussed yet again in the margins of the EcoFin meeting in 
Luxembourg on April 21st—inconclusively, however, since 
France insists on maintaining its candidate, Jean-Claude Tri- 
chet, governor of the Bank of France, while the other countries 
prefer Wim Duisenberg, the Dutch president of the central 
bank’s forerunner, the European Monetary Institute. 

Normally, it falls to the Eu’s president to broker a compro- 
mise. And Britain, as a neutral in euro-matters, should have been 
well placed to do it. There was indeed talk in Luxembourg of 
invoking Mr Blairs miraculous peace-making skills on May 2nd 
and 3rd, when European leaders meet to confirm the partici- 
pants in the euro. Yet Mr Brown spoke after the meeting only of 
making “orderly progress” towards the euro’s launch. He refused 
to commit himself to solving the ar- 
gument about the central bank by 
the May meeting. Neutrality, it 
seems, merely begets irrelevance. 

Mr Brown can shrug off his exclu- 
sion from discussions on Europe's 
central bank. Not so his blackballing 
from a new club, called euro-x, of fi- 
nance ministers from euro mem- 
bers. Euro-x is likely to meet for the 
first time in early June (and to re- 
name itself euro-11 once its member- 
ship is confirmed). It may swiftly 
supplant EcoFin as the main forum 
for discussing EU economic policies. 

Mr Brown's main job in Europe 
now is to stop that happening. Brit- 
ain claims it did so at last Decem- 
ber's Luxembourg summit, where it 
was agreed that euro-x would con- 
fine its discussions to matters per- 
taining directly to the euro. But that 
was a climbdown from the first Brit- 
ish demand, which was for a place in 
euro-x itself. Mr Strauss-Kahn, who 
had pushed hardest for its creation, 
tartly dismissed this by observing 
that in a marriage one did not invite 
strangers into the bedroom. 

Now Mr Strauss-Kahn, the real heavyweight among Europe's 
finance ministers, even though he joined the group only last 
June, is putting his own spin on the deal Mr Brown thought Brit- 
ain had struck. Euro-11 might discuss such large issues as tax har- 
monisation, common wage policies, even a common approach 
to social policies, such as the preservation of what is known as 
Europe's social model. Mr Brown and his counterparts from 
Denmark and Sweden—the other two countries that will not 
join the euro by choice—could find themselves reduced to sitting 
in the vestibule, waiting for Mr Strauss-Kahn and his mates to 
send word of euro-11's decisions. 

That would not simply be humiliating. It could also make it 
harder for Britain and its fellow euro naysayers to join later. For 
all three countries, a commitment to join the single European 
currency will be difficult to swallow; how much more so if it is 
accompanied by a raft of associated tax, fiscal and social mea- 
sures, concocted in their absence by the euro-11 committee. As 
Britain sometimes boasts, isolation can be splendid—and it can 
even be sensible, But as Mr Brown is already discovering, and 
will discover more over the next few years, it can also be lonely. 
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ISRAEL AT 50 


After Zionism 


OU can throw a party, let off fireworks, put on a 

brave face. But no matter what you do, turning 
50 is also a time for taking stock. In Israel, this 
spring is a time of mixed and sometimes bitter 
emotions. The national mood is sour. “Nobody 
feels like celebrating,” is the common refrain. 

On the face of it, this mood is hard to under- 
stand. For on the face of it, Israel has much to be 
proud of. Not the least of its achievements is sur- 
vival itself, a feat that could not be, and was not, 
taken for granted for much of its life. It has pros- 
pered, too, in spite of the continuing heavy burden 
of defence: in recent years economic modernisa- 
tion has raised its GDP per head to $17,000, putting 
Israel within striking distance of many West Euro- 
pean countries. Furthermore, the Jewish state has 
remained true to the democratic ideals on which it 
was founded. Indeed, contrary to conventional wis- 
dom conceived from afar, Israel is a much more vi- 
brant democracy today than it ever was in its first 
three decades, when politics was dominated effort- 
lessly by Ben Gurion and his Labour Party. Lastly, 
Israel has fulfilled much of the Zionist dream of re- 
uniting the scattered Jewish people in their biblical 
homeland. Thanks to the recent immigration of 
some 700,000 Russians from the former Soviet 
Union, Israel is now the home of about one in three 
of the world’s 15m or so Jews. 

So why the sour mood? The first and starkest 
reason is that Israel remains beleaguered. True, it 
has made some dents in the encircling wall of en- 
mity: it has signed formal peace agreements with 
Egypt (1979) and Jordan (1994), and it is now in fit- 
ful negotiation with Yasser Arafat. But these 
breaches in the conflict are imperfect and incom- 
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plete. The peace with Egypt and Jordan remains 
cold at best. There is still no peace with Syria, and in 
Lebanon a desultory border war claims a steady 
trickle of soldiers’ lives. From time to time, Palestin- 
ian terrorists blow up busloads of citizens in the 
heart of Tel Aviv and Jerusalem, giving Israelis a 
sharpened sense of personal vulnerability just 
when the safety of the state itself seems at last to 
have been secured. Beyond the horizon, Iran calls 
plainly for the destruction of the Jewish state, and 
Iraq has already once lobbed ballistic missiles into 
Israel’s cities. Earlier this year, as Israel’s official 
birthday celebrations got under way, citizens were 
once again queuing miserably for gas masks and 
buying antidotes for anthrax bombs. 

Israel has been in graver danger before and yet 
retained its high spirits. What is lacking now is the 
old feeling of unity in adversity. Indeed, it is in 
some ways the very prospect of making a compre- 
hensive peace with the Palestinians that has turned 
things so grim. This is because Israelis know that in 
order to finalise an agreement with Mr Arafat, they 
must soon make some of the hard decisions which 
they were able to put off for all the years when the 
Palestinians were implacable. Some of these deci- 
sions are pretty basic. Where are Israel’s eastern bor- 
ders? Must peace entail giving up the West Bank, 
the place where Judaism began? Does it require re- 
building a wall through the centre of Jerusalem, the 
seat of Zion and the city that Israeli governments of 
all stripes have declared eternally united? And be- 
yond questions about the price of peace, there is 
also questioning about its durability: will territo- 
rial compromise bring an end to war or merely 
make the next one harder to win? 





Half a century 
after its birth, 
Israel at last feels 
confident of 
survival. But, 
asks Peter David, 
where does it go 
from here? 
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In striving to answer these questions, Israelis 
have discovered the extent of their own divisions. 
After the capture of the West Bank, Golan Heights 
and Gaza in 1967, Israel’s most brilliant military 
victory, the country split into two evenly balanced 
camps. Labour and its political allies favoured 
some sort of territorial compromise so that the 
windfall of land might be traded for peace with the 
Arabs. The Likud block regarded the captured terri- 
tory as part of Israel itself. This quarrel was always 
bitter, turning as it did on disagreements about reli- 
gious and national destiny as well as security, but 
few Israelis doubted that it could eventually be re- 
solved within the rules of the democratic system. 

Now they are no longer so sure. When under 
Yitzhak Rabin Labour won a narrow electoral vic- 
tory and began to cede land to Mr Arafat, Israel ex- 
perienced the brief euphoria of peacemaking. But 
within 26 months of shaking Mr Arafat's hand in 
Washington, Israel’s former war hero had been 
murdered by a fellow Israeli. More than two years 
on, the assassination continues to darken Israel's 
mood. Israelis who trusted Rabin did not trust 
Shimon Peres, his hapless successor. In the general 
election of 1996, Mr Peres's lyrical descriptions of a 
Middle East at peace seemed to strike voters as dan- 
gerously other-worldly. In his place, by a whisker, 
Israel elected the Likud's untested young leader, the 
telegenic Binyamin (“Bibi”) Netanyahu, who has 
since come perilously close to destroying the Oslo 
agreement with the Palestinians—precisely what 
Rabin’s murderer wanted. 

Even if the peace process limps forward, the 
wounds the murder inflicted will remain open. 
Rabin's widow continues to blame Mr Netanyahu 
for having brewed an atmosphere in which the 
murder became possible. And on Israel’s national- 
ist-religious extreme there are people who claim 
openly that Rabin's assassin did God's good work. 
The late 19905, in short, have revealed a new, dark 
side of Israel's political culture. 


Zion and after 


An incomplete peace, the advent of Palestinian sui- 
cide bombings, and the internal divisions which 
the peace process has so cruelly exposed would be 
reason enough to account for the absence of a fes- 
tive spirit in Israel. However, there are two more 
sources of anniversary gloom. One stems from a bit 


Ingathering the exiles 


Population by religion 


million 


of unfinished Zionist business. Another, paradoxi- 
cally, is a product of Zionism’s very success. 

The business Zionism never got round to finish- 
ing was to hammer outa clear relationship between 
nation, state, land and religion. Although originally 
a reaction against religion—indeed, it was an out- 
growth of the Haskalah, the 19th-century Jewish 
enlightenment that the rabbis of Europe most 
feared—Zionism never completely repudiated the 
authority of Judaism’s priesthood. How could it, at 
a time when Europe's scattered and stateless Jews 
depended on religion to sustain their sense of peo- 
plehood? But even when the state came into being, 
Ben Gurion decided against a definitive break with 
rabbinical authority. He agreed instead that all 
state institutions would observe religious dietary 
laws and that rabbinical law would prevail in mat- 
ters such as marriage and divorce. He also allowed 
separate religious schools. The result has been a 
grinding war of attrition between the religious and 
the secular in which neither side ever gains the up- 
per hand but each at one time or another comes to 
believe that the other is prevailing. 

At present, it is the secular population that feels 
most under threat. In recent decades the country 
has seen a relentless growth in the numbers, power 
and political self-confidence of its ultra-Orthodox 
citizens. These people, the black-hatted Haredim, 
are horrified by the secularism—"Hellenisation", as 
they see it—of their secular compatriots. Secular Is- 
raelis, in return, feel their liberties and lifestyles to 
be under constant siege. Every few weeks bring 
some new affront to the free-wheeling secular val- 
ues Israel was once famous for: here a rabbinical 
plea for wives to be home by midnight, there an at- 
tempt to close yet another public road on the Sab- 
bath. The depth of hatred between the two camps 
can be extraordinary. To this day, Zionists and 
Haredim trade recriminations about their respec- 
tive behaviour during the Holocaust. It is little sur- 
prise that one recent opinion survey, conducted ata 
time of sharpened tension in the peace process, 
nonetheless found that Israelis were more worried 
by this internal conflict between church and state 
than by the conflict with the Arabs. 

Having lasted for a century, the tension between 
Zionism and orthodoxy is a familiar one. But Israel 
is also now beginning to confront a problem that 
arises from Zionism’s own success. For at least the 
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first half of Israel's life the Zionist project—building 
a state, defending the borders, gathering in the ex- 
iles—created a strong feeling of national cohesion. 
In today’s more affluent and secure Israel, Zionism 
is no longer such a strong binding force. Although 
few Jewish Israelis outside the ultra-Orthodox com- 
munity are anti-Zionist, many feel that, having cre- 
ated and consolidated the state, the project has run 
its natural course. It is time for Israel to move on. 
But in what direction? Israel at 50 worries inces- 
santly about what a “post-Zionist” state ought to 
look like. Even die-hard Zionists concede that many 
of the movement's values and aspirations have be- 
come irrelevant in modern Israel. Ben Gurion, for 
example, wanted to make the desert bloom; but the 
founders vision has little resonance in an 
urbanised society whose economy is increasingly 
dependent on high technology. Mainstream Zion- 
ism was a socialist as well as a nationalist move- 
ment; but Israel is joining the global trend towards 
a free-market economy. Zionism envisaged a 
“mobilised” society, epitomised by the kibbutz col- 
lective farms and the audacious citizens’ army; but 
many Israelis today are eager to live as individuals, 
guided by private rather than public aspirations. 


Towards a hyphenated politics 


The waning of Zionist ideology is not just a matter 
of intellectual curiosity; it has social consequences 
as well. This is because Zionism was Israel’s melting 
pot. One of the movement's original aims a century 
ago was to create a new sort of Jew, liberated from 
what the Zionists saw as the demeaning experience 
of the Diaspora. To this end, the early Zionists re- 
vived the Hebrew language, hebraicised their own 
names, rebelled against religious orthodoxy and 
strove to immerse themselves in a new Israeli iden- 
tity. They succeeded. With a population of 6m, Is- 
rael is unquestionably a fully fledged nation, 
united by religion and language, tested in war, with 
a real sense of peoplehood. All this is a remarkable 
testament to the nation-building efforts of a coun- 
try of so many immigrants. It is difficult not to be 
impressed by a Knesset (parliament) whose mem- 
bers were born in dozens of different countries. 

At a certain point, however, the business of na- 
tion-building comes to an end. It gives way to other 
priorities. Like older nations, Israel is discovering 
that its citizens feel the need for sources of identity 
narrower than the national one. Having once bent 
over backwards to erase their memories of the Dias- 
pora, a lot of Israelis are nowadays more wont to 
accentuate their country of origin. This is gradually 
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creating a hyphenated politics almost along Ameri- 
can lines. No longer divided only into right and left, 
hawk or dove, religious or secular, Israelis must also 
now be considered as Russians or Moroccans, Ash- 
kenazim (western Jews) or Sephardim (oriental 
Jews). Indeed, the latest arrivals, the Jews from the 
former Soviet Union, who now form the biggest sin- 
gle ethnic group in Israel, have so far shown little 
desire to leap into an Israeli melting pot. They live 
in their own neighbourhoods, have their own po- 
litical party, read their own Russian-language news- 
papers and watch cable television from Moscow. 
In the past, ethnic cleavages such as these were 
suppressed in the interest of building the nation 
and fending off the external threat. Nowadays they 
intersect in complex ways with the old division be- 
tween Labour and Likud, with class and economic 
distinctions, and with the religious-secular divide. 
They are beginning to change the shape of Israeli 
politics, giving rise to a system in which special in- 
terests and group interests grow stronger while tra- 
ditional party allegiances grow weaker. Israel may 
console itself with the thought that this change in its 
politics marks a coming of age. The country is free- 
ing itself from the pre-state rivalries that pitted Ben 
Gurion against Menachem Begin and left their 
mark on Israeli politics for far too long. Today, Isra- 
el's political debate is increasingly about different 
issues—ethnicity, class, economics, the impact of 
globalisation—familiar in older, bigger and richer 
countries, such as the United States. But Israel is not 
the United States. And whether this change makes 
Israel better able to make peace, or merely puts new 
obstacles into peace’s path, is an open question. 





A nation of tribes 


HLOMO VAZANA and Moshe Karif choose to 

meet The Economist in the café of Jerusalem's 
cinematheque, which has Hollywood posters on 
the walls and offers a magnificent view of the Old 
City. The setting is appropriately fashionable. Mr 
Vazana is a film director and teacher of film mak- 
ing; Mr Karif the managing director of a media 
company in Tel Aviv. They are by any standard suc- 
cessful young Israelis. But today they have come to 
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explain how angry they still are about the way Israel 
has treated Jews like them, the Sephardim, whose 
parents came to Israel from the Arab world and not 
from Europe. 

Mr Vazana's parents emigrated from Morocco, 
Mr Karif's from Tunisia and Iran. Both sons remem- 
ber indignantly the welcome awaiting their parents 
in the promised land. Having grown up in an Arab 
milieu, attracted to Israel by traditional religious af- 


GDP per person compared 








NS TE P i ~ y rg 


“a 


= * 4 * * s" i. P Ae” ye 
dw Pa vA Coma eee jah. Pr- 





AA 


4 | 


dim ^ i - 
LA MSS A". 


— x A 


~~ 


h^ 2) eM chee Ai 


Rough guide toa 
fractious society 


— r= WS s 


2N; 
>” 


6 SURVEY ISRAEL AT 50 


— 








finity rather than Zionist theories, they found a 
country whose European establishment showed lit- 
tle respect for their culture. The oriental Jews were 
expected to reinvent themselves as westernised Is- 
raelis, to "recover" from their presumed backward- 
ness. At school, Mr Vazana says, there was only one 
role model: the blond with the Uzi submachine- 
gun. The students were taught to demonise the Ar- 
abs. But when he came home from school he real- 
ised that his own mother looked like an Arab. Mr 
Karif has a similar memory. *My grandmother 
looked like a Palestinian," he says. "So I asked her 
not to come to school to pick me up. This is the psy- 
chological trauma in Israel's basement." 

Such is their continuing bitterness that Mr 
Vazana and Mr Karif are among the founders of a 
new political movement, Keshet (Rainbow), which 
promotes the interests of the Sephardim under the 
slogan “It’s my land too”. Their conversation burns 
with indignation: about the predominance of Ash- 
kenazi officers in the highest ranks of the army; 
about the country's Ashkenazi elite calling itself so- 
cialist but never sharing its wealth; about the bail- 
ing out of the (mainly Ashkenazi) kibbutzim when 
these collective farms fell on hard times, while 
nothing was done for the Sephardim in their dreary 
development towns; about the ease with which the 
new Russian arrivals establish themselves in better 
jobs and neighbourhoods. 

Keshet is a small movement, still trying to de- 
cide whether to form a proper political party. What 
is remarkable is that, after 50 years of statehood, 
common education and a respectable rate of inter- 
marriage, relations between Israelis of Sephardic 
and Ashkenazi origin continue to generate such 
powerful emotions. It is too much to speak of the 
Sephardim as a single ethnic group. Literally, Se- 
phardim are Jews from Spain, but the term has 
come over time to be used to embrace those Jews— 
just under half Israel's Jewish population—whose 
origins are in North Africa and the Middle East. But 
although there are big differences within this group, 
the split between Sephardim and Ashkenazim 
within Israel's Jewish population has a profound 
political impact. 

It is not the only split. For understandable rea- 
sons, Israel is often looked upon as half of an inter- 
national conflict rather than as a complicated place 
in its own right. Internal cleavages that seem rele- 
vant to the conflict are exaggerated while others are 
overlooked. As a result, outsiders too often interpret 
the country's politics as a one-dimensional con- 
frontation between Labour and Likud in which the 
only thing that matters is territorial: what to do 


In come the Russians 


Number of immigrants 


1989 90 91 92 93 94 95 96 97 





APUSVY ^ je CUR TRB wae One Le” Le. site trae > = FF 


about the lands captured in those fateful six days of 
1967. This is misleading. It is true that the territorial 
issue is the principal point of contention between 

the two parties. But for a proper grasp of what is 

going on, you have to add another dimension, one 

that takes account of the feelings of people like Mr 
Vazana and Mr Karif. 

Far from being a monolith agonising over how 
much land to return to the Arabs, Israel has a surfeit 
of *normal" politics: that is to say, vigorous compe- 
tition between a jumble of ethnic and social groups 
pursuing their own narrow interests. The ab- 
normality is that this competition takes place with- 
in a party structure that happens to be organised 
around the territorial question. 

From the outside, this may seem deplorable. 
Why should the stability of the Middle East depend 
on the domestic ups and downs of Israel's innumer- 
able little factions? But if things had not evolved 
this way, Israel's domestic politics would in turn 
have become a hostage of relations with the Arabs. 
And since those relations have been unstable for 
half a century—including at least 30 years when the 
Arabs did not even recognise Israel's right to exist— 
the Jewish state had to find some way to conduct 
ordinary politics, even if this required its domestic 
politics and foreign policy to become entangled 
perplexingly, and sometimes perversely, together. 

That is what happened in the election of 1977, 
which brought Menachem Begin to power on the 
back of Sephardic votes and put Labour into the 
wilderness for the first time since the founding of 
the state. Since Begin's one big idea was to fasten the 
West Bank perpetually to Israel, this election had 
calamitous consequences for the Palestinians 
(though it was Begin who went on to withdraw 
from the Sinai peninsula and make peace with 
Egypt). Like most of Israel's elections, however, the 
election of 1977 was not fought on territorial issues 
but on the question of internal change. After nearly 
30 years of single-party rule by Labour, Israel 
needed such change, and the Sephardim had to 
find some outlet for their needs. The pity is that it 
was Begin's populism that won them over. 


Shaking the kaleidoscope 


Even allowing for this merging of Sephardic senti- 
ment into the Greater Israeli programme of the 
Likud, Israeli politics may look simpler than it 
really is. There is nothing unfathomable about a sys- 
tem of two parties in which one, supported pre- 
dominantly by disadvantaged Sephardim, is hawk- 
ish on foreign affairs while the other, supported 
predominantly by better-off Ashkenazim, is more 
dove-ish. But three additional complexities must be 
taken into account. First, Israel is riven by many 
more communal and sectoral tensions besides that 
between the Ashkenazim and Sephardim. Second, 
the mix of Israel's population is changing rapidly. 
And, last, Israel's formal political system, which has 
also recently changed, is remarkably odd. 

A topical place to start considering Israel's com- 
munal variety is with the Russians. At the begin- 
ning of this century Russia provided most of the 
first Zionist pioneers (among them, from Plonsk in 
1906, one David Gruen, who later changed his 
name to Ben Gurion). With the advent of the Soviet 
Union the gates slammed shut, except briefly dur- 
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ing the 1970s, when about 150,000 Russian Jews 
were allowed to emigrate to Israel. This group was 
quickly absorbed. But when the Soviet Union col- 
lapsed, a much larger wave of immigrants spilled 
into Israel: more than 700,000 since 1989, now 
amounting to more than 15% of the population (see 
chart 3, previous page). Like their predecessors, they 
were welcomed enthusiastically as reinforcements 
for Zionism. But they have also changed the face of 
Israel. 


Swing voters 

Forone thing, the new Russian immigrants have al- 
ready helped to determine the results oftwo general 
elections. In 1992 most of the newcomers voted 
against the incumbent Likud, helping to elect 
Yitzhak Rabin and opening the way towards the 
Oslo agreement. They did so principally for eco- 
nomic reasons. Many felt that, under Yitzhak 
Shamir, the Likud's hawkish politics were leading 
to a confrontation with the United States that 
would jeopardise Israel's economic prospects. 
However, Labour had reason to hope that the Rus- 
sians might become permanent allies. They were, 
after all, Ashkenazic, well-educated and secular in 
outlook But then something unexpected hap- 
pened. Unlike its predecessors, this group of Rus- 
sians declined to take Israel as they found it. 

Instead, the Russians chose to create the coun- 
try's first successful ethnic party. Under Natan 
Sharansky, who had spent nine years in a Soviet jail 
after trying to emigrate to Israel in the 1970s, Israel 
Ba'aliyah contested its first election in 1996 and 
won seven seats in the 120-member Knesset. This 
was all the more surprising because until their ar- 
rival these "Russian" Jews (who actually came from 
all 15 former Soviet republics) hardly constituted a 
group at all. Under Soviet communism, few had 
practised Judaism or developed strong feelings 
about Israel. Some are said not to be Jews. Most of 
them came in search of a better life, and some in 
search of a safer one: “It is easy to become a Zionist 
when you wake up one morning and find ‘Death to 
the Jews’ scrawled on the wall" says Svetlana 
Berliant, an immigrant from Moldova. 

Now that they are in Israel, however, the Rus- 
sians have worked energetically to create a new feel- 
ing of togetherness, separate from that of the host 
society. They maintain close links with home, and 
have their own Russian-language media (including 
four daily newspapers and two radio stations) and 
cultural institutions (such as Gesher, a highly suc- 
cessful Russian theatre group that has taken Israel 
by storm). In time—and especially once their chil- 
dren move through school and army service—the 
Russians will no doubt blend into Israeli society. 
They may then spread their votes more evenly 
among the various parties. But in the meantime, 
they vote overwhelmingly for the new party created 
expressly to serve their interests. 

So now the picture begins to look more com- 
plex. Israeli politics is not shaped only by the antag- 
onism between Ashkenazim and Sephardim, 
which in turn is grafted on to a political system or- 
ganised around the territorial issue. There is also an 
assertive minority of Russians with their own po- 
litical party. And to this mix must be added two ad- 
ditional ingredients: the Haredi Jews and the Is- 
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raeli Arabs. These groups, to make matters even 
more fraught, are not just semi-detached from the 
Israeli mainstream, as the Russians are, or resentful 
of it, like the disadvantaged Sephardim. In their dif- 
ferent ways, they are actively hostile to Zionism. 

In Brooklyn, Paris or London's Stamford Hill, 
the Haredim are tolerated as a colourful minority, a 
harmless reminder of the life of Europe's vanished 
shtetls. At Israel's founding, the state's political lead- 
ers looked upon them in much the same con- 
descending way. The Haredim had long been 
among Zionism's fiercest critics. But in the after- 
math of the Holocaust, the new state's founders 
were in no mood for a confrontation with them. 
Why should the energetic young Israel care if a 
small group of Jews wanted to dress and behave as 
if they were still in their medieval ghettos? In time, 
it was assumed, the Haredim would surrender to 
modernity and blend in with everybody else. 


Restored to life 


No calculation could have been more mistaken. Far 
from withering away, the Haredim have gone from 
strength to strength. Their flourishing communities 
are to be found throughout Israel, no longer only in 
traditional neighbourhoods such as Mea Sharim in 
Jerusalem. And such has been the growth in their 
numbers and power of organisation that in the 
1996 election the two Haredi parties (United Torah 
Judaism and Shas) plus the National Religious 
Party (the party of the religious Zionists), won a 
record 23 seats in the Knesset, not far short of the 
Likud's 32 seats. The parliamentary strength of the 
Haredim is a thorn in the side of secular Israel. In 
the Knesset, the main interest of the Haredi parties 
is to capture public money to sustain their schools 
and yeshivot (religious study centres). 

Just as the Russians' Israel Ba'aliyah controls the 
absorption ministry, which looks after new immi- 
grants, so the religious parties control the ministries 
of housing and the interior. But the power of the 
Haredim is especially resented. Because Haredi so- 
ciety is organised on the principle that men devote 
their lives to studying the Torah, more than half of 
the men are economically inactive. Haredi families 
produce large numbers of children, which means 
that many families are exempt from local taxes. At 
both national and municipal level, therefore, secu- 
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The chaos of 
Israel’s politics 


lar Israel finds itself subsidising—and defending—a 
community that refuses to serve in the army and 
spends much of its time denouncing secular values. 

The conflict between the Haredim and secular 
Jews is at its sharpest in Jerusalem. The city’s Haredi 
population, like its Arab population, is growing 
twice as fast as that of secular Jews. Haredim still 
comprise only 27% of the city’s Jewish population, 
but they are well organised and play a decisive role 
in municipal affairs. There is a constant battle be- 
tween the Haredim and other Jews for the city’s lim- 
ited residential space. A survey by the Jerusalem In- 
stitute of Israel Studies show that 10% of the secular 
Jews who moved out of Jerusalem last year—some 
of them to the West Bank—gave relations with the 
Haredim as their reason. 

By comparison with the behaviour of the 
Haredi parties, Israel's Arabs are model citizens. De- 
spite the fears of many Israeli Jews, they have not 
developed into a fifth column. Nor, despite their 
possession of full political rights, have they become 
an effective force in parliamentary politics. In the 
long run, however, they pose a difficult problem. AI- 
most one in five Israelis is an Arab. This is a wholly 
distinct minority, with an entirely separate school 
system. They do not seek social integration with 
Jews, but are eager for acceptance as a national mi- 
nority enjoying equal status. They do not publicly 
say, as many of the Haredim do, that the state is not 
legitimate. But—and this can sound much the same 
thing to Jewish ears—they do say that they will never 
achieve equality until Israel stops thinking of itself 
as a Jewish state. 


The weakened rump 


Sephardim, Haredim, Russians, Arabs. Who is left 
once you have subtracted all the Israelis to whom 
one or other of these hyphenated identities means 
so much? The remainder—in shorthand, the “secu- 
lar mainstream"—consists of most of the Ashke- 
nazim, together with many Sephardim who have 
ceased, or never began, to consider their oriental or- 
igins of particular political importance. The “main- 
stream” is not only numerous but also potentially 
powerful. As Moshe Lissak, a sociologist at the He- 
brew University of Jerusalem, points out, it tends to 
dominate Israel’s big firms, the legal system, the me- 
dia and the universities. But because it is more of a 
rump than a group, it is less powerful than it seems. 

For one thing, members of the mainstream are 
not all of one mind. This group is the main source 
of votes for the Labour Party and points further left. 
But there are plenty of non-hyphenated Israelis 


who support the Likud—not in this case because of 
any ethnic loyalties or resentments but simply be- 
cause they approve of the Likud's tougher foreign 
policy. The secular mainstream includes many Is- 
raelis who have settled in the occupied territories— 
often for reasons that have nothing at all to do with 
religion or ideology—or who are sympathetic to the 
settlers. Following Israel's new fashion for single-is- 
sue politics, some of these groups have set up new 
political parties of their own. 

Against this background, it is easier to see why 
Israeli politics cannot be described as a simple con- 
test between left and right, between Greater Israel- 
ites and territorial compromisers, between reli- 
gious and secular Jews, or between oriental Jews 
and westerners. Given the diversity of Israeli soci- 
ety, it is in some ways remarkable that the political 
system has managed to function at all. It has done 
so only by evolving into a baffling system of coali- 
tions. And ever since 1977, when the country split 
almost evenly into Likud and Labour blocks, the 
smaller parties in the centre have become the coali- 
tions' kingmakers. 





Divide and multiply 


SRAEL'S electoral system is a famous illustration 

of the disadvantages of proportional representa- 
tion. The country is treated as a single constituency. 
Any party that collects at least 1.5% of votes cast wins 
a place in the Knesset, the number of seats being 
allocated in direct proportion to its share of the to- 
tal vote. The result has been a series of indecisive 
elections, the creation of numerous hamstrung and 
disunited "national unity" coalition governments, 


and the emergence at every election of a plethora of 
small parties (so far never fewer than ten), intent on 
exploiting the coalition bargaining to extract con- 
cessions from the two main parties. 

The election of 1996 was the first to be held un- 
der a reformed system in which voters cast separate 
ballots for a party and for a prime minister. In- 
tended to strengthen the independence of the 
prime minister, the reform has done nothing of the 
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sort. On the contrary, it has increased the power of 
smaller parties and added to the fragmentation of 
the Knesset. 

The reason is simple. Having used their prime- 
ministerial vote to choose between Mr Peres and 
Mr Netanyahu, voters felt freer to use their party 
vote to advance their narrower interests. Most Ar- 
abs, for example, voted for Mr Peres, doing what 
they could to try to block Mr Netanyahu and sup- 
port the Oslo peace accords. So they felt at liberty 
with their other vote to flock in record numbers to 
the Arab parties, which increased their representa- 
tion in the Knesset from five seats to nine. The same 
mechanism helps to account for the increase in the 
parliamentary strength of the religious parties and 
the new Russian party. 

One result is that Mr Netanyahu finds himself 
in exactly the same dreary position as previous 
prime ministers, having to make endless conces- 
sions to his fractious partners merely in order to 
keep his coalition in one piece. Last month alone 
the finance ministry was called upon to make extra 
provision for newly arrived scientists (a cause close 
to the heart of the Russians and Mr Sharansky's Is- 
rael Ba'aliyah); for extra investment in the occupied 
territories (at the request of the pro-settler Moledet 
and National Religious parties); for tourism to the 
Golan Heights (thanks to Third Way, the party in- 
vented to cling on to the Golan); and for more 
spending on religious education (at the request of a 
religious party, United Torah Judaism). 


Two camps, many tents 

All this plainly makes governing Israel a difficult 
business. Its impact on the peace process is harder 
to calculate. Simplifying heroically, it helps to think 
of the Knesset (see chart 4) being divided into two 
camps—call them, for convenience, the “national” 
(Likud) camp and the “peace” (Labour) camp—and 
to bear in mind that this division is in many ways a 
template into which a great deal of other special- 
interest politics has to be squeezed, as argued in the 
previous section. The main question in Israeli poli- 
tics then becomes: how strong is the affiliation of 
the various sectoral groups to their particular par- 
ties? And what are the prospects that their parties 
will change camps? The peace camp is pretty solid, 
consisting as it does principally of Labour and par- 
ties that are to the left of it, such as Meretz and the 
two Arab parties. On the face of it, the national 
camp looks rather more fragile. 

For one thing, although many working-class Se- 
phardim show an almost tribal loyalty to the Likud, 
thesupport ofthe Sephardim as a whole is not abso- 
lute. Back in 1981, tensions between the Sephardim 
and Ashkenazim ran so high that the election of 
that year became known as the "Sephardi revolt". 
But the Sephardim routinely supply Labour with a 
third of its votes, and in 1992 a small number— 
worth a couple of Knesset seats—switched from the 
Likud to vote for Yitzhak Rabin. The majority of Se- 
phardim, especially those who are poor, tend to ex- 
press hawkish attitudes on security. But Sephardic 
intellectuals commonly say that their experience of 
life in Arab lands equips them better than the 
"patronising" Ashkenazim to make peace. On top 
of this, there is a permanent tension between the 
preoccupations of the Likud's Sephardic foot- 
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soldiers (social mobility and economic redress) and 
those of its traditional Ashkenazic leaders (securing 
Greater Israel). In 1992, Labour made an issue of the 
money the Likud was investing in West Bank settle- 
ments instead of Sephardic-dominated develop- 
ment towns inside Israel proper. 

It is nonetheless difficult to envisage a mass 
transfer of Sephardic votes to Labour. An official 
apology by Ehud Barak, Labour’s new leader, has 
done little to assuage the Sephardim's collective 
memory of humiliation at the hands of Labour in 
the 1950s. Labour, moreover, is still associated in 
the eyes of many Sephardim with the cultural val- 
ues—notably a secular outlook and contempt for 
traditional Jewish observance—that this group 
most dislikes. Labour's partnership with Meretz, a 
left-liberal party keen to reduce the role of religion 
in civic affairs, amplifies Labours vulnerability. 
Taken together, all these things conspire to make it 
difficult for, say, a Moroccan "dove" to vote Labour. 
He would not only be out of step with his hawkish 
peers, but deemed to be supporting a party hostile 
to traditional Judaism. 

Crossing from the national camp into the peace 
camp is one thing. Changing allegiances within a 
camp is easier. One Sephardic-oriented party that 
has grown at the expense of the Likud is Shas, now 
with a record ten seats in the Knesset, up from six at 
the previous election. Best described as "ethno-reli- 
gious", Shas has positioned itself shrewdly—and 
ambiguously—somewhere between the Likud and 
the Haredim. It has an ultra-Orthodox leadership. 
Officially, it deplores Israel's lack of religiosity. But 
unlike Haredi society in general, it does not explic- 
itly reject the legitimacy of Israel itself. Many of its 
leaders and most of its supporters have done their 
army service, setting Shas apart from other ultra-Or- 
thodox groups, whose exemption from military ser- 
vice infuriates most Israelis. All this has enabled 
Shas to appeal to traditionally religious Sephardic 
Jews who are also keen nationalists. 


Crossing the line 


The success of Shas shows that the Likud has a prob- 
lem. But this does not help Labour unless the parties 
gaining ground at the Likud's expense can be en- 
ticed all the way across into the peace camp. Such 
transfers of allegiance are not unprecedented. In 
January David Levy, Mr Netanyahu's foreign minis- 
ter and champion of Israel’s powerful Moroccan 
community, stalked out of the government in pro- 
test at his boss's "socially insensitive" economic 
policies, taking his Gesher Party with him. There are 
other frictions within the national camp. In Israel's 
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forthcoming local elections the Russians are ex- 
pected to wrest control of many municipalities tra- 
ditionally dominated by the Sephardim and the 
Likud. Yet for all its internal frictions, many things 
continue to bind the various groups in the national 
camp firmly together. 

The prospect of the ultra-Orthodox parties de- 
fecting to Labour looks especially remote. Shas, it is 
true, was briefly an uneasy part of Yitzhak Rabin’s 
governing Labour coalition. The party’s spiritual 
leader, Rabbi Ovadia Yosef, is held to be a dove on 
the territorial question. But his freedom of manoeu- 
vre is constrained by the hawkishness of his own 
supporters. And the relations of the other religious 
parties with Labour have grown steadily more 
antagonistic with the passage of years. Since 1967 
the National Religious Party has mutated from a La- 
bour ally into an extreme nationalist party promot- 
ing the cause of settlement in the occupied territo- 
ries. Meimad, a dove-ish offshoot of well-to-do 





religious Zionists, has so far failed to make an im- 
pression on the political scene. 

As for the Haredim, as non-Zionists they might 
be expected to throw in their lot with either the 
Likud camp or Labour, provided both were willing 
to stump up for the Haredim’s schools and 
yeshivot. But the Haredim are not as opportunistic 
as all that. In their eyes, Labour is the founding 
party of Zionism, and therefore the traditional irre- 
ligious enemy; Meretz the epitome of godlessness. 
The peace process is a matter of little concern to 
most of the Haredim, many of whom see the Arabs 
as merely the latest group of goyim to persecute the 
Jews. The Haredim may not be Zionists, but surveys 
suggest that most believe even more strongly than 
other Israelis that the Jewish people has exclusive 
God-given rights in its biblical homeland. 

On the face of it, a better hope for the peace 
camp ought to be the return of the Russians, who 
supported Labour in 1992 and switched to their 
own party and the Likud camp four years later. 
Since most of the Russians have settled inside Israel 
proper, not in the territories, they are relatively in- 
different to the fate of the settlements. They are also 
among the least observant of Israel’s Jews, and 
therefore the least offended by Labour's supposed 
anti-clericalism. If anything, they have even more 


reason than other Israelis to object to religious rules 
that have made it difficult for many of their own 
number to prove that they are Jewish enough to 
qualify for a religious marriage or for burial in Jew- 
ish cemeteries. On occasions the rabbinate has 
questioned the right of Russian soldiers whose 
mothers were not Jewish to be buried alongside 
their Israeli comrades. Some of the hundreds of 
food shops catering to the Russians' (non-kosher) 
tastes have been vandalised by orthodox Jews. 

These are all cogent reasons for the Russians to 
support Labour. But they don't. And, privately, the 
leaders ofthe peace camp admit that they are disap- 
pointed by the attitudes of the new arrivals. This is a 
highly educated group, with better qualifications 
than the native population, but relatively ignorant 
about their new country. Many of the new immi- 
grants look upon Labour as a traditional socialist 
party, standing in the way of the free market. Com- 
ing from authoritarian societies, they are less com- 
mitted than native Israelis to civil rights and de- 
mocracy. They arrive with their own brand of anti- 
Muslim prejudice. Almost all the Russian 
newspapers and magazines are on the right, some 
championing an extreme right-wing Bolshevism 
that Labour finds shocking. And, surprised by how 
small Israel is already, many of the Russians do not 
see how the country could yield up any more land. 

For all their internal conflicts, in other words, 
the various elements within the national camp are 
hard to prise apart. Sammy Smooha, a sociologist at 
Haifa University, describes the camp as a “tribe”; 
Shlomo Ben Ami, a historian and Labour Knesset 
member, calls it an “alliance of outcasts”. Mr Ben 
Ami says it is no easier for Labour's Mr Barak to win 
over large numbers of religious Jews, Russians or 
Sephardim than it would be for the Republicans’ 
Newt Gingrich in America to win the support of 
large numbers of black and Hispanic votes. Mr 
Netanyahu, although a member of the Ashkenazi 
elite, does a shrewd job of portraying himself as an 
outcast too. His coalition, he implies, brings to- 
gether all those Israelis who used to get a raw deal 
out of the old establishment. 


But Oslo lives 


The strength of the national camp dispirits outsid- 
ers, who assume that it must be bad for peace. And 
yet none of the foregoing should be taken to prove 
that Israel’s electorate is tilting decisively against 
the peace camp, still less against the idea of peace 
itself. In 1996, remember, despite his lack of popu- 
larity and the rash of Palestinian suicide attacks 
that preceded the election, Mr Peres won 49.5% of 
the popular vote against Mr Netanyahu's 50.5%. 
Fewer than 100,000 votes separated the two candi- 
dates. In the next election, with Labour under new 
leadership, the balance of power could easily tilt the 
other way. But even if Labour does not return to 
power, it would be a mistake to assume that an Is- 
rael dominated by the national camp is incapable 
of delivering peace. 

Mr Netanyahu did not win power by campaign- 
ing against the peace process, nor by promising to 
tear up the Oslo accords. He merely promised to 
combine peace with security. Nearly two years later, 
this sounds hollow to the Palestinians. Mr Arafat, 
the putative president of an independent Palestine, 
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remains penned up in Gaza, seemingly swallowing 
one provocation after another. The Oslo timetable, 
under which Israel was already supposed to have 
withdrawn from swathes of the West Bank, with “fi- 


‘nal status” negotiations under way, is in tatters. Jew- 


ish settlement in the territories is increasing, and 
Israel has strewn endless obstacles in the way of eco- 
nomic development in those few areas that have 
been ceded to the Palestinian Authority. 

All this is cited by the Palestinians as proof that 
Mr Netanyahu’s real intention is to undermine and 
destroy what remains of the peace process. It may 
be. But this is neither what he says, nor what the 
majority of Israelis say they want. He promised to 
toughen Israel’s negotiating stance, slow things 
down and lower the Palestinians’ expectations of 
what they might receive in a final settlement. A lot 
of Israelis give him credit for having done exactly 
that. And besides, the peace process may be a lot 
more durable than it looks. For although Oslo has 
not been implemented as planned, it has nonethe- 
less had a profound impact, not only on Israeli atti- 
tudes but also on facts on the ground. 

Six years ago, under the previous Likud govern- 
ment of Yitzhak Shamir, Israel was refusing to coun- 
tenance any territorial compromise whatsoever in 
the West Bank and Gaza. Today most of Gaza, and 
most of the towns of the West Bank, are under the 
Palestinians’ own control. Chunks of the formerly 
occupied territories teem with Mr Arafats armed 
policemen. Although sometimes unloved—Pal- 
estinians accuse them of doing Israel’s dirty work 
when they round up the suicide bombers of Ha- 
mas—these forces are also loyal Palestinians who 
would turn any Israeli attempt to return to the Pal- 






UN partition plan, 1947 


israel post-war, 1948 


estinian areas into a bloody business. 

Oslo's impact on Israeli attitudes is no less pro- 
found. Mr Netanyahu may have done everything in 
his power to slow progress down, but the Likud has 
had no option but to abandon its policy of holding 
on to every inch of Greater Israel. Mr Netanyahu's 
agreement last year to withdraw from 80% of He- 
bron signalled his acceptance of the general princi- 
ple of exchanging land for peace. Joseph Alpher, di- 
rector of the Middle East office of the American 
Jewish Committee and a veteran analyst of the 
peace process, reckons that about two-thirds of Is- 
raelis acknowledge that Israel is in the process of 
repartitioning Palestine. And they accept that this 
will involve both further territorial concessions 
and the emergence of some sort of Palestinian po- 
litical entity, if not a proper state. 


The new debate 


It would be foolish to conclude that peace is inev- 
itable, or imminent. Unexpected events—further 
terrorism, even a war—could knock the Oslo pro- 
cess completely off track. Yet it has survived many 
hard knocks already, including a bloody sequence 
of terrorist atrocities, the assassination of Rabin, 
and the election of the Likud. Of course the champi- 
ons of peace on both sides are right to keep saying 
that the present window of opportunity will not re- 
main open for ever. But both Mr Netanyahu (to win 
re-election) and Mr Arafat (to get his state) have a 
strong vested interest in keeping it open. And even 
if the window does close, it will not stay closed for- 
ever. Fifty years of bashing their heads against Isra- 
el's iron wall have shattered the Arabs’ dream of de- 
stroying the Jewish state. But 30 years of trying in 
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FTER half a century some of Israel's borders are stillin dis- nai peninsula in the Suez war of 1956 but was compelled to - 
pute. The Arab states rejected the United Nations parti- withdraw without a peace agreement. The six-day war of 1967 
tion plan of 1947 and launched a war against the new Jewish brought the West Bank, Sinai (again) and Golan under Israel's 
state. Transjordan seized and annexed the West Bank, which control. The war of 1973 was followed six years later by Israel's - 
the UN had envisaged as part of an independent Arab state agreement to return the Sinai to Egypt in return for peace with — 
alongside the Jewish one. But the armistice lines of 1948 left that country. The Oslo agreement of 1993 ushered in a period - 
Israel in control of more territory than the partition plan of negotiation and withdrawal that has left the West Bank un- | 
would have given it. From 1948 until 1967 the Arab states re- der shared Israeli and Palestinian control. Jordan made peace 
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vain to squash the Palestinians’ national aspira- 
tions have also destroyed the Israelis' dream of stay- 
ing forever in the occupied territories. 

These big underlying changes have transformed 
Israeli politics. The division between the country's 
peace camp and national camp is real; but the 
quarrel between the two camps nowadays turns on 
the pace of progress and the extent of territorial con- 
cessions, no longer on large matters of principle. 
On the Likud side, there could be no clearer evi- 


dence of this than the anger and despondency of 
the true hardliners and their coalition partners. 
They complain as bitterly as the Palestinians do 
that Mr Netanyahu is selling them down the river. 
But this poses a question. If the real differences be- 
tween Israel's two camps are so small, why is the 
hatred between them so powerful? The answer is 
that modern Israeli politics is not only about peace 
and war. It is also about what sort of society an Is- 
rael at peace intends to be. 





One in five Israelis 


N THE mind's eye, the road north from Haifa is a 

slender coil looping into the lushness of the Gali- 
lee. It turns out to be a congested highway hemmed 
in by halfbuilt apartment blocks and industrial 
zones. It takes the grey domes and minarets of Acre 
to remind the traveller that this is, after all, a part of 
the Middle East. But even little Acre has its surprises 
and incongruities, 

The Arabs of Israel never sought integration in 
the Jewish state, and were never offered it. As a re- 
sult, they continue to live in their own villages and 
towns, of which Acre is one. But many such towns 
now contain mixed populations of Arabs and 
Jews—or, more exactly, adjacent neighbourhoods of 
Arabs and Jews. Thus Nazareth has its upper (Jew- 
ish) and lower (Arab) town, with the upper town 
now containing a large population of Russians. 
Acre, too, has a special ethnic geography. The old 
walled town is populated by Arabs. Immediately 
beyond it is an area in which both Arabs and Jews 
live. And this is circled by a penumbra of Jewish 
areas in which you will see among the secular Israe- 
lis both new Russian immigrants, swaddled in 
overcoats, and small groups of Haredim. 

In a modern apartment block close to the beach, 
on a road named after Theodor Herzl, Zionism's Vi- 
ennese inventor, lives Mariam Mari, a handsome 
Muslim woman. She knows that she is only a little 
older than Israel itself, but does not know by how 
much. She was born in 1946, a year of chaos 
throughout Palestine, during which her family, like 
the rest of Acre's Arabs, were filled with apprehen- 
sion about the unfolding civil war with the Jews. In 
these circumstances, the exact date of her birth went 
unrecorded. And when she was still an infant, 
alarming rumours of massacres in Haifa persuaded 
her family to flee north. Only her father, then al- 
ready 70, insisted on staying behind. The remain- 
der of the family ended up in Lebanon. 

Such was the fate of most of Palestine's Arabs 
when Israel came into being. Broadly speaking, 
those from the north of the country took refuge in 
Lebanon, those from the south in the Gaza Strip. 
The extent to which Israel encouraged their flight is 
still hotly debated, not only between Jews and Ar- 
abs but also within Israel itself. What is certain is 
that, after the event, Israel's leaders considered the 
mass exodus of the Palestinian Arabs something of 
a blessing. Among other things, it produced a solid 
Jewish majority, thereby making it a good deal eas- 
ier for the Jewish state to live up to its democratic 
ideals by granting the remaining Arab minority full 


political rights. Only a few of the refugees were ever 
allowed back. 

One was Mariam Mari, who after three years re- 
turned from Lebanon under a family reunion 
scheme. But the rules of the scheme were strict. Al- 
though her father was able to bring back his wife, 
his unmarried daughters and his sons under 16, 
three older brothers and four sisters had to stay be- 
hind in Lebanon, in the Bourj el-Barajneh refugee 
camp (much later to be the scene of horrific fighting 
during the Lebanese civil war). The first reunion be- 
tween the two halves of the family did not take 
place until 1966, a brief and tearful affair between 
the railings of the Mandelbaum gate in what was 
then still divided Jerusalem. But the separation of 
Mrs Mari's family still continues 50 years later. To 
this day, half her family remains stranded in Leba- 
non. They have put down roots, of a sort, in apart- 
ments just outside the refugee camp. 


Living with the Jews 

There is nothing especially unusual about Mrs 
Mari's story. Most Palestinian families have some 
such tale to tell. For those who fled and for those 
who remained behind, Israel's jubilee therefore 
marks a miserable mirror-anniversary. If they them- 
selves did not become refugees 50 years ago, they 
were separated from brothers and cousins who did. 
And for the Palestinians as a whole, Israel's birthday 
will forever mark the death of their own hopes for a 
sovereign country. It is no comfort—rather the op- 
posite—to be reminded that it was their own leader- 
ship in the 19405 that chose to reject the United Na- 
tions partition plan, which provided for an 
independent Arab state alongside the Jewish one, 
and which the Jewish leadership accepted. At that 
time the Arabs were a majority in Palestine, and 
partition seemed an injustice. 

Fifty years, however, is a long time. Despite shar- 
ing a common memory with their fellow Palestin- 
ians in exile or in the West Bank and Gaza, Israel's 
Arabs have become a people apart. They had virtu- 
ally no contact with the wider Palestinian family 
for Israel's first 19 years, when the West Bank was a 
part of Jordan and Gaza a part of Egypt. By the time 
they were reunited under Israeli control in 1967, the 
gulf between these two Palestinian communities 
had grown. The Israeli Arabs were better off, had 
learnt Hebrew and for the most part had come to 
accept that their own future was as part of the Jew- 
ish state. Since then, despite increasing contacts 
with their brethren across the old border, this pro- 
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cess of "Israelisation" appears to have continued. 
Although they share the hope of their fellow Pal- 
estinians that an independent state will soon 
sprout in the West Bank and Gaza, the Israeli Arabs 
will stay in Israel. Indeed, their main hope, says 
Majid Al-Haj, a sociologist at Haifa University, is 
that peace will at last help to make them into fuller 
and more equal citizens of Israel. 

Many Israelis, of course, say that the Arabs enjoy 
full equality already. To put it mildly, they exagger- 
ate. It is true that Arabs have the vote. And Israel's 
Declaration of Independence promised “complete 
equality of social and political rights to all inhabit- 
ants irrespective of religion, race or sex". But in prac- 
tice Israeli Arabs have never achieved social or eco- 
nomic equality. Although they make up only about 
a fifth of the population, Arabs account for about 
half of those below the poverty line in Is- 
rael. On education, health, housing and 
all other social indicators, they lag well 
behind Israeli Jews. Mr Al-Haj says that he 
is one of only 30-odd Arab lecturers (up 
from ten three years ago)among the many 
thousands of academics employed at Is- 
rael's universities. 


With us, not of us 


In mitigation, some Israelis argue that Is- 
rael’s Arabs are an underclass trapped in 
a cycle of deprivation, not victims of so- 
cial discrimination or purposeful neglect 
by the state. To be sure, most of the Arab 
town-dwellers and intelligentsia became 
refugees in 1948, leaving behind a poorer 
rural rump whose social and political in- 
stitutions had collapsed. In absolute 
terms their standard of living has risen 
rapidly over the past half-century. But 
their relative deprivation is well-docu- 
mented. And whereas other countries 
have made strenuous efforts to redress 
such inequalities, Israel has undertaken no serious 
programme of affirmative action for Arabs. On the 
contrary, many features of the political and legal 
system seem almost to have been calculated to per- 
petuate the Arabs' disadvantages. 

During the early years of the state, much of the 
land that Arabs had traditionally worked was con- 
fiscated for Jewish settlement. In the name of secu- 
rity, most Arab areas were put under military gov- 
ernment, which was not phased out until the mid- 
1960s, two decades after the state's founding. 
Moreover, the Likud government of the late 1970s 
took fright at the concentration of Arabs in the Gali- 
lee and tried deliberately to alter the region's de- 
mography by stifling the enlargement of Arab vil- 
lages and promoting Jewish settlement. Even now, 
"security" is used as an elastic pretext for discrimi- 
nation. Because they do not serve in the army, Arabs 
do not qualify for the many welfare benefits linked 
to army service. Arabs are not welcome in defence- 
related jobs, which represent a big proportion of 
the economy. Earlier this year, an Arab-rights group 
complained that, on grounds of security, the Israel 
Electricity Corporation employed only five Arabs 
in a total workforce of 13,000. 

In principle, a political system such as Israel's, 
based on proportional representation and shifting 
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coalitions, ought to give the Arab minority the elec- 
toral power it needs in order to improve its lot. Yet 
Arab numbers have never translated into par- 
liamentary heft. One reason for this has certainly 
been the community's own internal divisions. Rela- 
tions between Muslims, Christians and Druze, to 
say nothing of those between communists and Is- 
lamic fundamentalists, are often fraught. But even 
when the Arab parties have made conscious efforts 
to sink their differences—as in 1996, when they 
fielded only two parties of their own—their impact 
on government policy has been negligible. The ex- 
planation for this is simple: the main Jewish parties 
do not consider the Arab parties to be legitimate 
coalition partners. 

There could be no clearer illustration of this 
than the behaviour of the Rabin-Peres Labour ad- 


ministration of 1992-96. Arab members of the 
Knesset remember this period fondly. Since Labour 
depended on the five seats held by Arab parties in 
order to maintain its majority in the Knesset, the 
Arabs had a rare opportunity to use some bargain- 
ing power. The presence in the government of 
Meretz, a party strongly committed to Arab as well 
as wider civil rights, helped as well. Some practical 
achievements were recorded: child-welfare pay- 
ments for Arabs were at last brought up to Jewish 
levels, for example. Yet neither Rabin nor Mr Peres 
dared bring any of the Arab parties formally inside 
the coalition. Labour found it hard enough to fend 
off opposition taunts that the government was 
surrendering Judea and Samaria on the strength of 
Arab votes, and against the wishes ofthe majority of 
Jews. 


Please don't love me 


In any other democracy, this informal taboo on an 
alliance with the Arab parties would be considered 
little short of scandalous. One reason for its accep- 
tance in Israel stems from the country's unique se- 
curity circumstances. Arab political parties are re- 
quired to affirm that they accept the legitimacy of 
Israel as a Jewish state, but this assertion of loyalty 
carries little weight inside the Knesset. And among 
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the Jewish population in general, the Israeli Arabs’ 
record of quiescence since 1948 has done little to 
prevent them still being seen as potential fifth-col- 
umnists. “No government of Israel ever asked the 
Israeli Arabs to love the state or be in the army,” says 
Shmuel Toledano, a former Mossad agent and gov- 
ernment adviser on Arab affairs. “All we ask is that 
they should be neutral in the conflict.” 

This attitude may sound reasonable enough 
when the Arabs’ genuinely divided loyalties are 
taken into account. But it is difficult to reconcile the 
proposition that Arabs can never be fully trusted 
with the claim that they are full and equal citizens 
of Israel. And the security risk that the Arab popula- 
tion is said to pose is certainly no justification for 
Israel's failure to do more to equalise the Arabs’ so- 
cial and economic opportunities. If anything, Israel 
would surely be more secure if it gave its Arab mi- 
nority a stronger stake in the economy. According 
to Mr Toledano, the Shin Bet, Israel's internal secu- 
rity service, reached precisely this conclusion in the 
mid-1970s, and urged the government to find jobs 
for the growing number of unemployed Arab grad- 
uates. Nothing happened. 

As for the future, the fate of Mariam Mari in 
Acre offers a modest parable. Take up the story after 
her return from Lebanon. During the period of mil- 
itary government, the family was ordered to quit its 
spacious home beyond Acre's city walls and move 
into smaller quarters inside the old town. Nonethe- 
less, the young Mariam did well enough at school to 
become the first Muslim girl from Acre to be offered 
a place at Haifa University. There, however, she suf- 
fered a setback. Having arrived with supreme confi- 
dence in her academic abilities, she soon felt un- 


able to compete with the older Jewish students 
(who had first done their army service), with their 
quicker Hebrew. She dropped out. Not until she 
had spent three years in America was she able to 
return to Haifa with the confidence she needed to 
complete her degree. 

In middle age, and armed now with a doctorate 
in educational psychology, Mrs Mari’s career has 
lately taken a new turn. She has been courted by a 
number of political parties who see her as a poten- 
tial candidate for the Knesset. Uncomfortable 
about joining a Jewish-based party, she rejected an 
early approach from Labour and, more hesitantly, a 
later one from Meretz. Eventually, however, she did 
agree to contest the 1996 election as a candidate in a 
new Arab party, the Arab List for Change. For fear of 
splitting the Arab vote, the party withdrew from the 
election at the last minute. 

What makes this into a parable of sorts is that 
Mrs Mari says she would never even have consid- 
ered standing for the Knesset but for the hopeful 
changes that have appeared in recent years: the Pal- 
estinians’ recognition of Israel’s right to exist and 
the breakthrough of Oslo. This suddenly made it 
seem acceptable for an Israeli Arab woman to enter 
Israeli politics, where, she says, “my role as a Pal- 
estinian citizen would be to improve the lot of my 
people.” Many other Israeli Arabs also hope that 
peace between Israel and the Palestinians will at 
last allow them to participate more fully in the life 
of Israel, without feeling that they are in some way 
betraying the Palestinian cause. By the same token, 
they hope that peace will at last give Israeli Jews the 
confidence to accept Israeli Arabs as equal partners 
in the state. But will it? 





Jews and non-Jews 


I YOU like happy endings, there is something 
disconcerting about a visit to Ahmed Tibi. An 
Arab doctor with offices in a shabby block on Salah- 
el-Din Street, the main commercial street of East Je- 
rusalem, Dr Tibi is an Israeli citizen. He is also an 
adviser to Yasser Arafat, whose photograph hangs 
behind his desk. Naturally, he is a supporter of the 
Oslo accords. Naturally, he is despondent about the 
sluggish progress towards peace. But the really dis- 
concerting thing is what he has to say about the Is- 
raeli Arabs, not about the Palestinians. The destiny 
of Israel's Arabs, he says, is not as part of an inde- 
pendent Palestine. “Our struggle is within the 
framework called Israel" 

The “framework” called Israel? Yes: along with 
many Israeli Arabs, Dr Tibi says that Israel must 
change its flag and national anthem, perhaps even 
its name, before its Arab minority becomes an 
equal part of it. It cannot be truly democratic when 
its national emblems are drawn from the symbols 
of only one religion. For the same reason, he says, 
the law of return should be repealed. It is manifestly 
unfair to grant automatic citizenship to any Jew, no 
matter where he was born, whilst refusing it to the 
millions of Palestinian refugees. Israel, he says, can 
be a democracy or a Jewish state, not both. 

Preposterous as it sounds, radical as it is, a hand- 


ful of Jews subscribe to this idea too. Like the United 
States, Israel is after all a land of immigration, try- 
ing to accommodate many minorities within a 
democratic framework. Equality for all, plus an ex- 
plicit separation of church and state, ought to have 
obvious attractions. You do not have to be an anti- 
Zionist to endorse this idea, merely a “post-Zionist”. 
A post-Zionist accepts the moral force of the Zionist 
argument that the Jews had no safe future in Europe 
and had therefore to acquire their own state. But the 
state now exists. Jews still “in exile" stay in the Dias- 
pora voluntarily, and feel safe there. It does not 
make Israel stronger—perhaps just the opposite—to 
organise it around principles that privilege its Jews 
and alienate its Arab minority. At the risk of sim- 
plification, says Herbert Kelman of Harvard Uni- 
versity, post-Zionism implies "an upgrading in the 
status of non-Jewish citizens of Israel and a 
downgrading in the status of non-Israeli Jews". 
That, of course, is precisely why there is not the 
slightest chance of Israel adopting this version of 
post-Zionism. As Haifa University’s Sammy 
Smooha puts it, Israel treats the Jews as the core na- 
tion and declines to create a new Israeli nation con- 
sisting of all Israeli citizens. An *ethnic democracy" 
that combines equal rights for all with institution- 
alised dominance of the Jewish majority suits Jew- 
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ish Israelis just fine. It promotes the position of the 
poor Sephardim, who might otherwise find them- 
selves at the bottom of the social order; it is the Rus- 
sians’ admission ticket to their new home; it gives 
the orthodox their special claim on public funds. At 
present, more than 80% of Israel’s population is 
Jewish. It is simply unrealistic, says Mr Smooha, to 
expect the majority to give up its institutionalised 
privileges. Mr Smooha's Arab colleague, Mr Al-Haj, 
reluctantly concurs. Far from helping Israeli Arabs, 
he says, the peace process has made Israelis more 
Jewish and more Zionist, as the relaxation of the ex- 
ternal threat allows them to focus on their various 
group interests. 


The Jewish Popeyes 

Israel will not abandon its identity as a Jewish state, 
or repeal the law of return. But that does not mean 
that it has no “post-Zionist” dilemma. For one 
thing, its relationship with world Jewry is changing. 
Avraham Burg, the head of the Jewish Agency, says 
that three main things have helped to sustain a feel- 
ing of global Jewish identity over the past half-cen- 
tury. One of these, the collective memory of the Ho- 
locaust, is fading. Another, the campaign to free 
Soviet Jewry, is over. The third—the identification 
of Jews all over the world with the triumphs and 
tribulations of the Jewish state—is altering. Having 
turned admiration of Israel into a secular religion 
(“We were the Jewish Popeyes,” says Mr Burg) many 
Diaspora Jews are now becoming aware of Israel's 
limitations. And many are beginning once again to 
define their Jewishness in terms of religious alle- 
giance rather than vicarious statehood. 

The Jews of Israel and the Jews of the Diaspora 
are not only thinking afresh about one another. 
They are also beginning to think afresh about their 
relations with the non-Jewish world. When Israel 
was born, the trauma of Auschwitz had just seared 
the belief into Jews everywhere that they would for 
ever be the victims of irrational hatred. The Arabs' 
animosity to Israel kept this feeling alive. But the 
fear of persecution has long since lifted from the 
flourishing Jewish communities of North America 
and Western Europe. And even in Israel the dream 
of peace with the Arabs has begun to look possible. 
Today, says Mr Burg, both Jews and Israelis are con- 
fronted by the same question: "Can Jewry survive 
without an external enemy?" 

Ironically, it is the Jews of the Diaspora who 
now seem better able to normalise their relations 
with the non-Jewish world, and who feel less threat- 
ened by it. In Israel, the Jews' nuclear-armed safe 
haven, normal relations with the Arabs still seem a 
long way off. But even in Israel, as the Israelis and 
Palestinians grope towards compromise, a belief in 
the possibility of normal relations seems gradually 
to be growing. In 1992 the newly elected Yitzhak Ra- 
bin told the Knesset: *No longer do we have to be a 
people that dwells alone and no longer is it true that 
the whole world is against us." To Jewish ears, this 
was not just a statement about Israel's diplomatic 
relations with the Arab world. It was an unmistak- 
able plea for Jews to cast off the fears of generations 
and embrace the modern world. 

Rabin's subsequent murder shocked Israelis of 
all political stripes. His assassin claimed to have 
carried out the murder because the Oslo compro- 
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mise was exposing the Jewish state to mortal dan- 
ger. Yet many Israelis, although shocked, welcomed 
the Likud's return to power for a reason that had 
little or nothing to do with Oslo and the peace pro- 
cess. They were also hostile to all of the things they 
thought Labour under Rabin and Mr Peres had 
come to represent: secularism, internationalism, 
an emphasis on universal norms and ideas in place 
of narrowly Jewish ones. Although associated with 
Labour, these new values simply reflect Israel's 
rapid westernisation and growing affluence. But 
this does not make them any less disturbing to a 
broad range of voters. The crux of the emotions in- 
volved, says Gabriel Ben Dor of Haifa University, 
seems to be a quest for authenticity: "For some- 
thing that is genuinely identified with historical 
Jewishness and that makes the phrase ‘Jewish state’ 
valuable and meaningful." 

This, then, is Israel's post-Zionist dilemma. The 
old Zionism of pioneering and huddling against 
the common threat used to provide this meaning, 
but has become gradually redundant. And it is the 
search for its successor that helps to illuminate the 
real differences between Israel's peace camp and its 
national camp. Indeed, the very fact that the na- 
tional camp so often chooses to describe itself as 
such is telling in itself. 

Mr Netanyahu himself is a young, westernised 
Jew who speaks the language of globalisation. 
Many of the Likud's mainstream supporters are re- 
laxed about Israel's normalisation. But important 
components of his "alliance of outcasts" stand for a 
bleaker, inward-oriented vision of the Jewish 
predicament and Israeli destiny. It is a coalition in 
which Haredi fundamentalism and a noxious form 
of religious nationalism have made common cause 
with disadvantaged social groups that feel threat- 
ened by change and seek refuge in traditional Jew- 
ish solidarity and the exclusion of outsiders. Just 
when Zionism seemed to have achieved its aim of 
enabling the Jews to breathe free, these forces 
threaten to lead them back to the ghetto. 
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Tel Aviv and Jerusalem 


VERY so often the fact that Israel has put its par- 
liament into disputed Jerusalem causes a new 
diplomatic row. Israelis are adamant that this beau- 
tiful, brooding city is their rightful capital, part of 
Israel's modern epic as well as its ancient one. Few 
Israelis have forgotten the Arab Legion's siege of the 
city during the state's war of independence. Lest 
they forget, the gutted and rusting hulks of home- 
made armoured cars, ambushed from the hills half 
a century ago as they strove to bring relief, still lie 
strewn at crazy angles beside the twisting road from 
Tel Aviv. In Jerusalem itself, on Ammunition Hill, 
across the road from blocks of new apartments 
built since the six-day war, you will still find the Jor- 
danians' slit trenches and, in a bunker, a small me- 
morial to the Israeli paratroopers who in 1967 per- 
ished overrunning them. 

Jerusalem was the focus of Jewish yearning dur- 
ing the millennia of exile. It is the symbol and cen- 
tre of the modern Jewish state. That makes it all the 
more perplexing to meet, in the Knesset itself, one 
parliamentarian after another who is desperate to 
finish the day's work and drive quickly home to Tel 
Aviv. Some joke about the dullness of their strait- 
laced mountain capital compared with the bright 
lights of the coastal metropolis. But this is not Ot- 
tawa versus Toronto, or Washington versus New 
York: it is something deeper. Indeed, the Labour 
Party's Shlomo Ben Ami goes so far as to describe 
the 1996 election as a victory of Jerusalem over Tel 
Aviv. "Tel Aviv", he says, “is the gate of modernity.” 
Unprompted, Amnon Rubinstein of Meretz makes 





the same point. “People like us cling to Tel Aviv as a 
symbol,” he says. But a symbol of what? 

First, of secularism. The fashionable young fes- 
toon Tel Aviv's cafés, nightclubs and shopping 
malls. Jerusalem, in contrast, bustles with Haredim 
making their way to or from synagogue. For the 
tourists they are something to be ogled, but to secu- 
lar Israelis they are a threat. In Tel Aviv, Haredi in- 
fluence is minimal. Nothing is allowed to interfere 
with the city’s relaxed hedonism. 

However, Tel Aviv is not only secular. It is also 
rather ordinary. And in Israel, ordinariness can bea 
virtue. One of the original ideas behind Zionism 
was precisely that the Jews needed a state of their 
own in order to acquire the right to be ordinary. 
This is not quite the same thing as being secular. 
Many so-called secular Israelis practise what Mr Ru- 
binstein in a forthcoming book calls “effortless Ju- 
daism, in which children grow up as Jews and cele- 
brate Jewish holidays and speak Hebrew without 
having to make any conscious personal decision as 
to their Jewish identity.” Jerusalem epitomises reli- 
gious intensity: its stone walls and shrines resonate 
with new and ancient conflicts. Tel Ayiv happens to 
be Jewish, but apart from that it could be virtually 
any other pleasant Mediterranean metropolis. An 
ordinary place to call their own: that is exactly what 
many of the Zionist founders said they wanted. 

If only the whole of Israel was as relaxed as Tel 
Aviv. Even Dr Tibi, in his office in Salah-el-Din 
Street, breaks offin the middle ofa separate thought 
to remark that, by the way, the Jews of Jerusalem are 
completely different—more right- 
wing, fanatical, impolite—than those 
in Haifa and Tel Aviv. 

But then, of course, there is one 
other thing that sets the two cities 
apart. Unlike Jerusalem, Tel Aviv con- 
tains hardly any Arabs. It has swal- 
lowed the old Arab port of Jaffa, but in 
the main it was built by Jews, for Jews, 
on top of sand dunes, not on top of 
anybody else’s home. This, too, says 
something about Zionism. For al- 
though the early Zionists knew that 
there were Arabs in their promised 
land, they paid rather too little atten- 
tion to this particular wrinkle in the 
project. Those who foresaw the subse- 
quent conflict decided that it was un- 
avoidable: the Jews’ desperate need 
for a national sanctuary would simply 
have to take precedence, by force if 
necessary, over the Arab appetite for 
yet another state. But for many other 
early Zionists the Arabs of Palestine 
became strangely invisible. 

In Tel Aviv, in contrast to Jerusa- 
lem, this happy optical illusion can 
still be maintained in the quiet spaces 
between wars and exploding buses. 
But it is an illusion for all that. 

———— Sn M" 
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And now for the small print 


BELFAST 


Northern Ireland’s peace deal still leaves many crucial questions unanswered 


E cU the tortuous process of 
negotiating the Northern Ireland peace 
agreement, the question of new political in- 
stitutions dominated discussion. But now 
the deal is done, much of the controversy is 
focusing on other details. The Ulster 
Unionists, the largest political party in 
Northern Ireland, endorsed the deal on 
April 18th. But within the party, and the 
wider Protestant community from which it 
draws its support, three linked questions 
are causing continuing jitters. 

The first is the vexed issue of "de- 
commissioning" of paramilitary weapons. 
The second is the schedule for the release of 
prisoners convicted of terrorist offences. 
The third is the question of reform of the 
Royal Ulster Constabulary, the province's 
police, which remains 93% Protestant. The 
unionists’ nightmare is that the IRA will 
hang on to its weapons, while its political 
representatives, Sinn Fein, take seats in the 
new Northern Irish assembly and in its 
cabinet. Meanwhile ira men will be re- 
leased early from jail and the Ruc will be in 
effect dismantled, and replaced by a new 
police force containing former terrorists. 
Some of this will never happen; but other 
parts of this scenario are entirely plausible, 
indeed likely. 

Prisoner release is the clearest question, 
and for many the most emotive. The agree- 
ment proposes legislation, after the referen- 
dums on the agreement, to establish review 
bodies in Northern Ireland and Ireland, 
which would fix dates for "accelerated re- 
lease" for most “qualifying” prisoners with- 
in two years. Officials swiftly explained 
that only prisoners from groups maintain- 
ing their ceasefires would qualify. AII will 
be released “on licence”, to serve the rest of 
their sentence if they re-offend. If ceasefires 
break down, accelerated releases stop. 

There are 340 prisoners in Northern 
Ireland who could be affected. They in- 
clude Johnny “Mad Dog” Adair, who ran a 
notorious loyalist death squad, and Patrick 
Magee, the Brighton bomber. But the crite- 
ria already being applied for the release of 
prisoners mean that only 71 of the 340 will 
still be in jail in two years’ time. And amid 
the furore about killers on the loose, it is 
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worth noting that Northern Ireland’s 
prison policy has already led to the early re- 
lease of more than 400 paramilitary lifers 
over the past 13 years. Fewer than 20 of 
these have been rearrested. 

Would ex-prisoners be allowed to join 
the newly reformed police service? There 
are no plans for an amnesty. That should 
mean that people with criminal records 
would be barred from joining any police 
force. Some, however, suspect that reviews 
of prisoners, policing and the criminal jus- 
tice system will between them allow former 
paramilitaries into police uniform. 

This possibility was raised by govern- 
ment discussion papers circulated during 
talks. Academic projects with official ap- 
proval have discreetly researched various 
forms of community policing, which might 
partially replace the unitary RUC. The pros- 
pect of ex-paramilitary police came directly 
from one such project. 

The problem of policing a divided soci- 
ety like Northern Ireland is closely linked 
to the problem of decommissioning. Prot- 
estants and Catholics still distrust each 
other profoundly. Many Catholics, even 
many who loathe the IRA, remain wary of 
leaving all the weapons in Northern Ire- 


The RUC awaits its fate 


land in the hands of police and the security 
forces, which are overwhelmingly Protes- 
tant. Catholic nationalists, even the non-vi- 
olent Social and Democratic Labour Party, 
prefer as a result to talk of “demilitarisa- 
tion” rather than decommissioning. That 
would mean the disarmament of 
paramilitaries would go hand in hand 
with the eventual disarmament of policing, 
and a curb on private legally-held guns. 

Unionists, and the government, reject 
any attempt to equate weaponry held by 
the security forces and the paramilitaries. 
Many regard this linkage as a device aimed 
simply at once again deferring the day 
when the IRA gives up its weapons. In the 
immediate aftermath of the agreement, 
when it seemed that the Ulster Unionists 
might actually reject the deal, Tony Blair 
moved to reassure unionists that de- 
commissioning was indeed in prospect. 

But the Blair government has consis- 
tently been reluctant to allow the peace 
deal to become snagged on the decommis- 
sioning issue, and that remains the posi- 
tion. A closer examination of the prime 
ministers words—and indeed the words of 
David Trimble, the leader of the Ulster 
Unionists—reveals plenty of potentially 
useful ambiguity. 

Thus, Mr Blair wrote to Mr Trimble 
merely that if the provisions to keep people 
connected to terrorism out of the Northern 
Ireland executive were “ineffective”, “we 
will support changes to these provisions.” 
He added that in his view “the process of 
decommissioning should begin straight 
away"—which will have surprised no one. 
Even Mr Trimble has left himself some wig- 
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gle room. In a speech a week after the agree- 
ment he promised not to serve in a cabinet 
with “paramilitaries who have not proved 
a commitment to peaceful means by de- 
commissioning or other equally effective 
means.” The “other means” have not been 
specified. None of this implies that de- 
commissioning will disappear as an issue. 
But ways around it have been found in the 
past, and may well be found in the future. 

Meanwhile, amid all the furore about 
prisoners, police and weapons, other po- 
tentially radical elements in the agreement 
have gone largely unnoticed. One of the 
most striking is a proposal for a review of 
the criminal justice system, to be con- 
ducted by government “through a mecha- 
nism with an independent element”, to re- 
port no later than summer 1999. 


Private education 


Money no object 


The commission’s terms of reference in- 
struct it to consider proposals for a Depart- 
ment of Justice in Northern Ireland, which 
would be a radical departure from practice 
in the rest of the United Kingdom. New ar- 
rangements for the appointment of judges 
and magistrates and for the prosecution 
process will also be considered. And there 
will also be examination of the “scope for 
structured co-operation between the crimi- 
nal justice agencies on both parts of the is- 
land.” The proposals echo a paper tabled in 
the talks by the Irish government. This sug- 
gested taking prosecution out of the hands 
of the RUC and the present prosecution ser- 
vice; and appointing a commission to 
make judicial appointments. If anything 
comes of that, diehard unionists will have 
plenty to say about it. 





State bursaries are being stopped, boarding is out of fashion and there are 
fewer foreign pupils. Despite all this, private schools are growing 


IVE years ago the outlook for private 

schools was fairly bleak. After a long re- 
cession, parents had become reluctant to 
commit themselves to paying fees of thou- 
sands of pounds each year until their child 
reached 18. Despite their success in recruit- 
ing more foreign pupils, boarding schools 
were in sharp decline, as the feeling grew 
among Britain’s middle classes that send- 
ing one’s progeny away to school was a 
form of child abuse. And a Labour govern- 
ment was looking ever more likely: the 
party no longer vowed publicly to abolish 
all private schools but still seemed deter- 
mined to penalise them somehow. 

But things have been looking up ever 
since. The incomes and job prospects for 
Britain’s professional classes have im- 





Play up and pay the fees 
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proved sharply, encouraging more to take 
the plunge and sign up their children for 
private education. Boarding is still in de- 
cline but the number of day pupils is now 
showing marked growth. The annual sur- 
vey of the Independent Schools Informa- 
tion Service (ists), published on April 23rd, 
showed that pupil numbers (day plus 
boarding) grew by 1.6% in the past year, de- 
spite a fall in the number of foreign pupils 
because of financial crises in East Asia. 

The survey covers the 80% of private 
schools (also known as independent or, 
confusingly, public schools) which are affil- 
iated to isis. It suggests that the total num- 
ber of British pupils in private education is 
now around 625,000, a level not seen since 
the early 1980s. About 62% of British chil- 


Going private 


% change on year earlier* 
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1982 84 86 88 30 92 94 96 97 
School years beginning September 


Source: ISIS *Schools affiliated te IStS 





dren now attend a private school, up from 
52% in the mid-1970s. Comparisons with 
other countries can be difficult: in France, 
for example, 17% of pupils go to nominally 
“private” schools, but many of these are 
Catholic ones, heavily subsidised by the 
government, whose British counterparts 
are counted as part of the state sector. But in 
America, where there are constitutional 
barriers to state financing of religious 
schools, around 10% of pupils go private. 

The Labour government's impact has 
been only mildly hostile. It has dropped its 
threats to impose value-added tax on 
school fees, and to remove the other tax 
breaks that most private schools get by vir- 
tue of being registered charities. But it is 
phasing out, from this autumn, the assist- 
ed-places scheme, which currently pays all 
or part of the fees for about 40,000 pupils. 

However, some parents who would 
have qualified for assistance are likely to 
pay the fees themselves. Others will get bur- 
saries from new trusts that many schools 
have set up, financed from appeals to for- 
mer pupils. And some Conservative local 
councils are considering whether to create 
their own private-school bursaries (though 
the schools bill, now going through Parlia- 
ment, grants the government a veto over 
such schemes). 

Given all this, and the rise in demand 
for private education, pupil numbers seem 
likely to go on rising in the next few years, 
despite the loss of assisted places. At Dul- 
wich College in London, for instance, the 
£1.2m raised for bursaries will replace only 
a fraction of the assisted places that are be- 
ing lost. But applications this year, from 
those able to pay their own fees, are up 4096 
on the average for the previous five years. 

Schools now earn £160m a year from 
their 18,000 foreign pupils. East Asia pro- 
vides around two-fifths of such recruits, so 
there is concern at the drop in applications 
from Hong Kong since the handover to 
China, and the fall in recruitment from 
South Korea and Thailand. It is too soon to 
tell whether these downturns will be per- 
manent. But private schools are widening 
their recruitment drive anyway. Isis, which 
is their marketing body, recently ran pro- 
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motional trips to mainland China and 
South America, where there is growing de- 
mand for English-language education. 

A few schools have ventured further 
into the export market by franchising their 
name and their curriculum to newly cre- 
ated schools in East Asia: both Dulwich 
College and Harrow, for instance, now 
have franchised schools in Thailand, with 
mainly British staff. 


Only the strong survive 

Though pupil numbers are now rising 
steadily, the shake-out among private 
schools in the early 1990s is continuing. 
Big, famous boarding schools are finding it 
easier to fill their places—enrolments for 
Ampleforth in North Yorkshire are up 10% 
this autumn after eight years of decline. 
Such schools are having to invest heavily to 
please parents, who increasingly demand 
that their children be kept in hotel-quality 
accommodation, not draughty dormi- 
tories. But smaller, less prominent schools 
often lack the capital to upgrade their facili- 
ties or to market themselves and are being 
squeezed out. This week, for instance, 
Douai School in Berkshire, set up in 1615 by 
Benedictine monks, announced its closure. 
Of the 2,500 private schools, 92 closed and 
only 64 opened last year. 

As some schools close, others are being 
reorganised. Some educational charities 
are merging with each other and buying up 
struggling schools run by sole proprietors, 
to create chains of schools with shared ad- 
ministrative costs. And chains of for-profit 
schools are being set up, with capital from 
City investors. The largest of these, Nord 
Anglia, has 24 schools in Britain and East- 
ern Europe, and is listed on the stockmark- 
et. Others are catching up, such as the ex- 
panding Jigsaw Group, which now has 14 
nursery schools and aims to be the “Marks 
and Spencer of early-years education”. 

Increasingly, religious and ethnic mi- 
norities are choosing to set up their own 
schools. There are now around 50 of these, 
mainly in the inner cities. Parents seem to 
be choosing them partly to escape racism 
in state schools and partly for fear that their 
children are rejecting their cultural and re- 
ligious roots. Inspectors find that most such 
schools create a strong ethos of learning. Of- 
ten, though, their lack of capital means they 
are unable to teach a broad curriculum, are 
short of books and other materials, and are 
stuck in unsuitable (or even dangerous) 
buildings. But in many cases the aim is to 
convince the government to provide full 
funding for the school, as with the many ex- 
isting Catholic, Protestant and Jewish state 
schools. Progress on this has been slow, but 
this week Islamia School in London, set up 
by Yusuf Islam (formerly Cat Stevens, a 
1960s pop star), became Britain’s first state- 
financed Muslim school. 

Most private-school pupils get good 
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Gingrich’s mirage 


T SOUNDED like the lifeline Britain’s 
| Eurosceptics have been waiting for. 
| Writing in the Daily Telegraph, the 
_ sceptics’ favourite paper, Newt Gingrich, 
| the speaker of America’s House of Repre- 

sentatives, held out the prospect that 
Britain might be invited to join the 
North American Free Trade Agreement 
(NAFTA). Most of Mr Gingrich’s article 
was a disquisition on the dangers inher- 
ent in forming acommon European cur- 
rency. But at the end, in an almost throw- 
away line, he noted that Britain’s 
reluctance to join the euro was entirely 
understandable and said: “If, as appears 
| likely, there is movement in the us 








Snake-oil statesman 


exam results and go on to university and a 
well-paid career. But then most come from 
affluent families whose parents are clearly 
committed to supporting their children's 
education (otherwise they would not be 
paying so dearly for it) These children 
might be expected to do well in any school, 
so itis not immediately obvious what their 
parents are getting in return for their school 
fees. Parents often cite the much smaller 
class sizes of private schools compared 
with state ones; but a number of studies 
have suggested that, except for the youngest 
pupils, class size has little effect on the qual- 
ity of education. 

However, some research published last 
month, by a team led by Professor Geoff 
Whitty of London University's Institute of 
Education, showed that private schools are 
justified in claiming that their good results 





BRITAIN 


Congress ...to offer Britain some asso- 
ciate status in the North American Free 
Trade Agreement, I would support it." 

There are many reasons why the idea 
of joining NAFTA might quite appeal to 
Britain. A recent Gallup poll showed 
that, while 50% of British people re- 
garded Europe as "most important" to 
Britain, a substantial minority (26%) 
plumped for America instead. Beyond 
calculations of interest, the emotional 
ties created by a common language and 
alliances in two world wars are clearly 
still strong. More specifically, NAFTA 
looks like the kind of arrangement that 
Britain has always wanted the European 
Union to become—a giant free-trade area 
linking sovereign countries, without any 
common body of law, or any notion of 
developing a common foreign policy. 

British membership of NAFTA would 
have other attractions. Britain does 
about 56% of its trade with the European 
Union and just 14% with North America. 
On the other hand last year Britain was 
the largest single foreign direct investor 
in the United States, and American com- 
panies were the biggest investors in Brit- 
ain. (This month British investors also 
overtook the Japanese as the biggest 
holders of American Treasury bonds.) 

There is just one snag. On joining the 
European Union, Britain agreed to con- 
duct all trade negotiation under the aegis 
of the Ev. It would be illegal under Euro- 
pean law for the British to make a unilat- 
eral decision to join NAFTA, even if it 
were invited to do so. This is an example 
of the sort of European encroachmenton 
Britain’s freedom of action that so vexes 
the Eurosceptics—which only adds to the 
bitterness of the irony. 


are not just a function of their intake. The 
researchers monitored the progress of 347 
people, all from the most academically able 
third of the population, some of whom 
went to state schools and some to private 
schools. Those who went to the private 
schools got a much better set of A-levels 
than those in state schools, went on to the 
most prestigious universities and ended up 
in the best jobs. 

For those from poor families, whose 
parents had few academic achievements, 
who got into private school via the assisted- 
places scheme, the benefits were especially 
marked. A shame, then, that such pupils, 
whom the government would regard as 
more deserving than those from privileged 
backgrounds, will be the main casualties of 
its decision to abolish the scheme. 
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| his foreign secretary, whose visit to 
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| chiavelli and Mother Teresa. But it 
| was still an achievement. 


BAGEHOT 


Blair of Arabia 


T WAS just a coincidence, to be sure, but when the British ran 

Palestine the high commissioner's palace was perched atop 
Jerusalem's Hill of Evil Counsel. Amos Oz, an Israeli novelist, 
wrote a story, set in the 1940s, in which the wife of a Jewish doc- 
tor is seduced there by a British admiral and then driven by him 
ina black and silver Rolls Royce across Jericho and all the way to 
Baghdad, Bombay and Calcutta—at that time all still part of the 
British empire. Actually, Britain’s moment in the Middle East 
stretches back further. Arabs still remember unfondly how dur- 
ing the first world war Britain used T.E. Lawrence to stir up the 
Arab revolt against the Turks, only to betray Arab hopes by 
means of the Sykes-Picot agreement, the secret pact with France 
that chopped up the Arab world 
and shared the pieces between the 
two imperial powers. 

All of which is to say that Brit- 
ain has a certain past in the Levant, 
and that this past is still very much 
present in the minds of the re- 
gion’s people. So it is all the more 
impressive that Tony Blair was 
able this week to avoid the usual 
traps and return from the Middle 
East with yet another laurel in his 
crown. On close inspection (see 
page 45) this may not be the 
“breakthrough” trumpeted in Brit- 
ain’s tabloid newspapers, whose 
dispatches suggested that by at- 
tracting Israelis and Palestinians 
to talks in London, so soon after 
his peacemaking in Ulster, Mr 
Blair was turning into a cross be- 
tween John Kennedy, Niccolo Ma- 


What lies behind this success? 
In foreign policy, personal style 
still counts for something. Mr Blair 
is fresh and intelligent. He is also 
well-advised. Unlike Robin Cook, 


Israel earlier this year was a catas- 

trophe, Mr Blair took the trouble to visit Israel's Holocaust mu- 
seum in Jerusalem and to voice the expected sentiments. "Some- 
times a little pleasantness can go a long way,” said the Jerusalem 
Post. But the really impressive thing about the prime minister's 
foray was not so much his politeness as his realism. 

On his own trip to Israel, Mr Cook did much banging of Eu- 
rope's drum, reminding his hosts that on top of being Britain's 
foreign secretary he represented the country holding the rotating 
presidency of the European Union—a person, in other words, to 
whom the Israelis had jolly well better pay attention. Mr Blair, 
noticing perhaps that drums are hollow, declined to copy. On 
the contrary, he went out ofhis way to say nothing at all to under- 
mine the primacy of American diplomacy in the region. 

In this, Britain's prime minister was doing the opposite of 
what many other Europeans get up to in the Middle East. The 
French sometimes give the impression that the whole point of 
their policy is to cock a snook at the Americans. In accepting that 
in this dispute the United States alone has the heft to deliver 
peace, and that European intervention runs the risk of merely 
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getting in the way, Mr Blair showed a proper modesty. 

This makes a refreshing change. Lady Thatcher and John Ma- 
jorseldom crossed the Americans either. But both seemed to har- 
bour delusions about how much Britain could *punch above its 
weight" in foreign affairs. Lady Thatcher's performance at Euro- 
pean summits could sometimes inspire the sort of awe you feel 
when an enraged terrier mounts a hopeless attack on a dober- 
man. Often, it risked making Britain look ridiculous. There is a 
lot to be said for a country such as Britain accepting that it has 
much to be modest about. That need not mean doing nothing in 
foreign policy. Mr Cook claims with some cause to be paying 
more attention than the Tories did to the promotion of human 
| rights around the world—a policy 
which he describes, inevitably, as a 
New-Labourish "third way" be- 
tween rowing and kow-towing. 

There is, however, another way 
of looking at Mr Blairs “realism” 
in the Middle East. Yes, he differs 
from Lady Thatcher inasmuch as 
he understands and is more will- 
ing cheerfully to accept Britain's 
diminished place in the world. But 
he is also very much like her in re- 
fusing to jump to the conclusion 
that Britain should therefore align 
its foreign policies more closely 
with those of its fellow Europeans. 

In this respect, Mr Blair's latest 
triumph in the Middle East merely 
reinforces the impression that he 
created during last February's con- 
frontation with Iraq over the 
United Nations' weapons inspec- 
tors—namely that Britain's first in- 
stinct in foreign affairs is to kow- 
tow to the United States even if 
this means rowing with Britain's 
own partners in Europe. 

The French in particular feel 
that Mr Blair—who was then, as 
now, occupying the Union's presi- 
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dency, and had himself helped to | 


hype the significance of Britain's occupying it—signed up too 
readily for American-led bombing duty against Iraq and did not 
consult enough in Europe, thus squandering an opportunity to 
give the Union a distinctive policy of its own. An article in Le 
Monde said that he was playing Robin to Bill Clinton's Batman. 
Mr Blairs friends challenged this hurtful interpretation of 
events, on the ground that most sensible European countries 
were only too pleased to have a partner whose intimacy with the 
United States made it a natural transatlantic go-between. 

This claim is preposterous. Germany, France and the rest are 
perfectly able to talk to the Americans themselves. It would be 
more honest to say that on this issue the gulf in Europe—espe- 
cially the one with the French—was too deep for Britain to 
bridge. As he hosts next week's monetary-union summit in Brus- 
sels, then the forthcoming G7 summit in Birmingham, and at- 
tends the Arab-Israeli talks in London, Mr Blair is entitled to 
reflect that he has lately cut quite a dash on the world stage. So 
long as he remembers that big parts of his most important alli- 
ance—the one with Europe—remain awesomely unresolved. 
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THE COMPLETE WORKS OF ERNEST HEMINGWAY 
BOUND IN GENUINE LEATHER 





? This stunning edition pays 
Ls _m ; a 

31 tribute to the Nobel Prize 
areer of Ernest 


Hemingway, the greatest 
) twentieth Cet 


winning 





American writer of th« 
tury. Beautifully designed and filled 


with exclusive illustrations and intro 
auctions, this nineteen-volume heirloom 


ieather-bound library is the only 


complete collection of Hemingway's 


works available anvwhere 


All the works 
that earned Hemingway 
the Nobel Prize. 


Ernest Hemingway is widely regarded 


as the greatest American writer of 
the twentieth century 


no wasted words But Hemingway 


created more than a style. He invented 
the Hemingway hero — strong, stoic. 


standing fast, never giving in ADI Ife 
priately, he was awarded the Nobel 
Prize for literature in 1954 


He originated 
a new way of writing — clear, direct. 


Luxurious editions, 
affordably priced. 


If an author's writing is good enough. 
t will last as long as there are human 


beings, wrote Hemingway. Accord 
ingly, these books are printed on the 
nnest acid-neutral paper and bound 
in genuine leather by American 
craftsmen. The covers are carefull, 
embossed with original designs and 
the spines are accented with 22kt 
gold. Each volume includes a perma 
nent satin ribbon page marker, moiré 
endsheets and gilded page ends for 
beauty and durability 


First book just $19.95! 
The Complete Works of Ernest 
Hemingway is available exclusively 
Irom Easton Press. For just $19.95 
you may examine the first book 
You will then receive additional vol 
umes at $45, or you may cancel your 
subscription — it's your choice. You 
complete satisfaction is guaranteed 
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VIEWPOINT 


Commerzbank's focus on German 


and European economic issues 


4/98 


Germany's election - 
mixed effects on the 
capital markets 





The Social Democrats' choice of Gerhard Schróder as their 
standard-bearer for the general election on September 27 
has made a change in Bonn a real possibility, raising the 
question of what economic policies a coalition government 
of SPD and Greens would pursue. In particular, what would 
be the likely impact of such a political realignment on the 
capital markets? Occasionally, it is argued that in view 

of the constraints imposed on Germany's public finances 
by the Maastricht treaty, a major shift in macroeconomic 
policies is not on the horizon in any case. Instead, the focus 
will be on the micro-level. Initially, therefore, a change of 
government would be more relevant for the equity market 


than for the bond market. 


International presence: 
Almaty, Amsterdam, 
Antwerp, Atlanta, Bangkok, 
Barcelona, Beijing, Beirut, 


Bratislava, Brussels, Bucharest, 


Budapest, Buenos Aires, Cairo, 
Caracas, Casablanca, Chicago, 
Copenhagen, Dublin, Geneva, 
Gibraltar, Grand Cayman, 
Hong Kong, Istanbul, Jakarta, 
Johannesburg, Kiev, Labuan, 
London, Los Angeles, 
Luxembourg, Madrid, Manama, 
Mexico City, Mumbai, Milan, 
Minsk, Moscow, New York, 
Novosibirsk, Osaka, Paris, 
Prague, Rio de Janeiro, Sáo 
Paulo, Seoul, Shanghai, 
Singapore, St. Petersburg, 
Sydney, Taipei, Tehran, Tokyo, 
Toronto, Warsaw, Zurich. 


A FIRST INDICATION is provided 
by the plans of the major parties 
for combatting unemployment, 
which will occupy a central place 
in this year's election campaign. 
Despite its previous lack of suc- 
cess, the present government 
wants to step up its efforts to 
bring unemployment down by 
means of across-the-board in- 
come tax cuts, a reduction in 
wage-related costs and deregu- 
lation to tackle labour-market 
rigidities. Thus it has opted for 
an approach to the problem in- 
volving job creation through in- 
creased investment and greater 
international competitiveness. 


WHILE THE PLANS of the SPD 
on tax reform also aim to boost 
employment, they are geared to 
strengthening demand by raising 
households' purchasing power. 
As the net effect of the tax relief 
proposed by the Social Demo- 
crats is to be revenue-neutral, 
their solution would be to reduce 
the tax benefits of those on 
higher incomes — indicating that 
the SPD, like the present govern- 
ment, is not convinced that a tax 
reform in itself would stimulate 
growth. Among other things, the 
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agreements on minimum social 
and environmental standards at 
the EU level so as to ease competi- 
tive pressure on German firms. 


DUE NOT LEAST to the political 
complexion of the governments 
in France and Italy, the end of 
"the Kohl era" in Germany could 
represent an important shift in 
Western Europe as well. Econ- 
omic policies in these three large 
Emu countries would be broadly 
in line with one another, with the 
focus on protecting the economy 


The outcome of Germany's last four elections 
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opposition has also proposed to 
tighten the rules for computing 
firms’ taxable income. 


BorH THE CDU anp THE SPD 
want to cut wage-related costs, 
The present government of 
Christian Democrats and Free 
Democrats is likely to try to 
finance this through a further 
increase in value-added tax and 
a moderate rise in the tax on pet- 
roleum products in an attempt to 
cushion the effect on corporate 
profits and investment incen- 
tives. By contrast, a government 
formed by the SPD and the 
Greens would push for a heftier 
increase in the latter tax, with 
plans to introduce a levy on 
energy consumption as part of 
an ecological tax reform, 


SUBSTANTIAL DEREGULATION in 
the job market, already elusive, 
would probably become an ever 
more remote possibility given a 
change of government. Instead, 
the SPD has said it would seek 


against — rather than preparing 
it for — fiercer competition. Ad- 
ditionally, their joint approach 
would give the three countries 
considerable influence on policy- 
making in Brussels. 


THE OUTCOME of the German 
election should not have an 
immediate and direct impact on 
the bond market, given the con- 
straints on macro-policies under 
the European Central Bank and 
the EU's stability pact. However, 
because of the planned micro- 
policies, a change of government 
in Bonn would surely have reper- 
cussions in certain segments of 
the stock market, especially 
energy and transportation. 


For more information about 
Commerzbank's broad scope of 
research capabilities and finan- 
cial services, just contact the 
bank's head office in Frankfurt. 
Fax +49 69 136-2 98 05 
http://www.commerzbank.com 


COMMERZBANK ^ 


BUSINESS 


jamanna 


CONLIN 
pe; 


TETIN 
4 


tear 4 
— 


we — MÀ — 


COPENHAGEN AND LONDON 


Service with a smile 


A 9 


P, S 


7 


| 
Mie 
LP 





Most knowledge workers do their jobs with computers. At ISS they use mops 
and buckets. What can service companies learn from cleaning? 


I: IS hard to envy the young woman 
when you first glimpse her, pedalling 
through the cold streets of Copenhagen at 
4am. But as the video continues, and she 
arrives at the building, it is easier to see why 
she might enjoy her job. When she checks 
her uniform in the mirror, the pride is evi- 
dent. As she goes about her work, she recalls 
her training: she knows how to organise her 
shift, how to catch little things that an ordi- 
nary cleaner would miss, and how to deal 
with an unkind office worker she encoun- 
ters later that morning. When the video 
ends, you almost feel like applying to join 
the Iss team yourself. 

Since the video was pre- 
pared by the Danish service 
company, it is just as well that 
it has this effect. But the image 
that Iss projects is a fair one. 
In an industry marked by low- 
skilled workers and high staff 
turnover, ISS trains its people 
relentlessly, and the company 
does everything it can to culti- 
vate their loyalty. Most firms 
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Cleaning up 
Service companies’ turnover 


Rentonm initial Britain — 8à 


make recruiting videos to attract clever 
young MBAs; Iss thinks that cultivating its 
cleaners matters just as much. 

And Iss is probably right. Few compa- 
nies these days fail to mention “knowl- 
edge” and “skills” as vital to business suc- 
cess. But in many service industries, the 
emphasis on training and know-how is 
confined to high-paid workers. As impor- 
tant as managers and professionals are, 
however, the ability to satisfy customers de- 
pends ultimately on the behaviour of front- 
line employees. If they do their jobs badly, a 
brilliant marketing strategy and a whizz- 


sing tere 
Catering — 
Catering — 
Cleaning —— 
Netherlands ^ Cleaning - 
— United States 








M conqpomeate 109 s 


bang computer system will achieve little. 

Hence the endless stream of initiatives 
to empower employees and encourage a 
customer-friendly attitude among staff. 
Most of these efforts, however, boil down to 
little more than pep talks. To change em- 
ployees’ behaviour fundamentally, firms 
must combine lofty aspirations with a 
hard-headed analysis of the way their in- 
dustry works. 

The commercial-cleaning business pro- 
vides an immaculate example of what this 
means in practice. Because of their size and 
their back-office skills, international firms 
such as Iss, Britain's Rentokil Initial and 
America’s ServiceMaster are able to co-ordi- 
nate their marketing and logistics more ef- 
fectively than smaller fry. This helps them 
to win big contracts with factories, offices 
and hospitals, and has led to consolidation 
(see chart). iss has not had an easy ride, sell- 
ing its American business in January last 
year after an accounting scandal in 1996. 
Nevertheless, the firm's success in training 
and keeping staffhas begun to attract atten- 
tion. rss has operations throughout Europe 
and Asia, as well as a business in Brazil. Last 
year it had revenues of DKr11.8 billion ($1.8 
billion), in an industry that was once con- 
sidered the most local of businesses. 

Commercial cleaning involves far more 
than just running a hoover over the carpet. 
To serve big clients well—and profitably— 
employees must do their jobs efficiently. 
That means conserving time and cleaning 
supplies, improving quality, and avoiding 
accidents and injuries. This can be difficult 
enough in an ordinary office building. But 
at many hospitals, food-processing plants 
and factories, the equipment and skills 
needed can be surprisingly tricky—an MBA 
who showed up unprepared would strug- 
gle during the first week on the job. And be- 
sides these technical skills, commercial 
cleaners must also learn to spot the 
idiosyncracies of different customers, and 
deal with them when their paths cross. In 
short, they must use their heads. 

To see how much difference training 
can make, consider the programme that Iss 
Denmark uses in one of its 
simplest operating divisions, 
the one that services small 
companies. During the first 
six months on the job, em- 
ployees are given training in 
cleaning techniques—such as 
which chemicals to use on 
specific stains and surfaces— 
as well as on safety. 

After six months, employ- 
ees move from applied chem- 
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istry to applied economics. In particular, 
they learn how to interpret the contracts for 
each client, so they can understand how 
profitable the contract is meant to be, 
where those profits are coming from, and 
how the client's profitability contributes to 
that of iss's local branch. Of course, few em- 
ployees need such training after six months 
on the job. But it becomes invaluable if they 
are promoted to team leader, which can 
happen after a year. 


Windows 9-to-5 

Once employees become team leaders, they 
shift to fuzzier management techniques. 
They receive advice on dealing with cus- 
tomers, and learn how to coach the junior 
members of their team. The team leaders 
must rely on these skills to meet their per- 
formance targets, which are based not only 
on profitability, but also (lest they cut cor- 
ners to trim costs) customer retention. 

All of this training makes it easier for Iss 
employees to do their jobs well. But know- 
ing how to do something, and being moti- 
vated to do it, are different things entirely. 
To motivate its employees, iss must think 
carefully about the way it organises its oper- 
ations. It relies heavily, for example, on 
peer pressure (referred to in management 
circles as teamwork") In the small-com- 
pany division, most of the accounts could 
easily be handled by a single person. iss 
Denmark, however, has grouped its clean- 
ers into two- or three-person hit squads, 
which work together and travel from site to 
site. Because of the extra travel involved, 
this approach is in some ways less efficient 
than sending a single person to each site. 
But 1ss believes that the extra motivation 
more than offsets these costs. 

iss can also count on the peculiarities 
of its industry to help motivate employees. 
Poul Poulin, head of the iss Job Centre in 
Copenhagen, argues that the contact be- 
tween ISS's supervisors and its clients' site 
managers is crucial. If they are not happy, 
superiors find out about it. In order to gen- 
erate more contact with customers, ISS is re- 
scheduling many of its accounts, so that its 
teams overlap for half an hour or so with 
office workers. This makes it easier for cli- 
ents to voice their complaints. 

Besides motivating employees, Iss must 
also encourage them to stick around, lest all 
of that training be wasted. One way to do 
this is by paying them a little more. Last 
year, for example, Waldemar Schmidt, the 
company's boss, encouraged managers in 
northern England to stop competing on 
wage costs, even if it meant that the com- 
pany would lose some bids. 

At the moment, iss believes that it can 
continue to win new business, in spite of 
these higher costs. Thanks to the extensive 
training programmes as well as its back-of- 
fice expertise, the company can bid for 
complicated contracts offering cleaning, 
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catering and laundry services to, say, a hos- 
pital. Last year Iss won a contract to clean 
the hotel rooms at Disneyland Paris—a 
company famous for its attention to detail. 
Mr Schmidt points out that Iss is now up 
against only two or three competitors for 
many contracts, whereas a few years ago it 
would face a couple of dozen rival bidders. 
That, he argues, is a sign that his firm can 
raise wages without being undercut—pro- 
vided that quality improves as well. 

In order to continue these improve- 
ments, however, the company thinks that it 
must offer still more training. Over the next 
five years Mr Schmidt wants iss to dramati- 
cally increase its retention rates of employ- 
ees and customers. They are higher than the 
industry average, but too much training is 
still being lost. 

Appropriately, when tss stumbled in 
America in the mid-1990s, it was its 
backroom accountants who let its front- 
line workers down. Lax internal controls 
meant that the head office knew nothing of 
flawed accounting that was going on in a 
division that brought in 40% of Iss’s reve- 
nues. The crisis, which Mr Schmidt first dis- 
covered in mid-1996, almost drove the 
company into bankruptcy. 

Since then, however, the share price has 
almost trebled, and Mr Schmidt is promis- 
ing that profits will grow by 15% a year. To 
improve returns on capital, the company 
has sold iss University, which used to co- 
ordinate many of the regional training ef- 
forts. By decentralising training, Iss’s na- 
tional units hope to be able to tailor their 
efforts to local conditions. iss's knowledge 
workers have studied chemistry, econom- 
ics and psychology. Time for them to start 
learning topography too. 





Chipping away 


TAIPEI 


N INGENIOUS way to pay workers in 
Taiwan's booming electronics indus- 
try is threatening to cause a trade war with 
the United States over memory chips. In- 
deed, earlier this month the American De- 
partment of Commerce decided to impose 
anti-dumping tariffs on the island's exports 
of static random-access memory computer 
chips (SRAMs). By itself this is no great 
worry: most of Taiwan's SRAM exports con- 
sist of chips already installed on computer 
motherboards, for which the new tariffs, 
which range up to 114%, do not apply. But 
the real concern for Taiwan's electronics 
sector is the precedent. The ruling targets an 
industry-wide accounting practice that ex- 
poses not only SRAM makers but almost all 
of Taiwan's high-tech firms to dumping 
charges and punitive tariffs. 


Taiwan's crime, according to American 
trade officials, is that its electronics firms 
understate their true cost of production by 
paying their employees largely in stock. 
Employees are allowed to purchase the 
shares at their nominal price—typically 
NT$10 (30 cents). They can immediately sell 
tham at the market price, which is usually 
745 times higher. 

This gives employees a risk-free, tax-free 
capital gain that can amount to twice their 
annual salary. It also has the effect of forc- 
ing Taiwan's millions of small sharehold- 
ers to subsidise manufacturers’ payrolls. 
And, because share bonuses in the coun- 
try’s tax law come out of retained earnings 
and are not regarded as a cost of produc- 
tion, it allows Taiwanese firms to appear 
unbeatably efficient, thus justifying their 
often unbeatably low prices. 

Or at least it did until Micron Technol- 
ogy, an American chip maker from Boise, 
Idaho, complained to the American trade 
authorities last year. Now, after its investi- 
gation, the Commerce Department has de- 
cided that handouts of shares should count 
as a labour cost. That would force Taiwan- 
ese manufacturers to raise prices or face 
more sanctions. Since Taiwan's high-tech 
industry competes mostly on price, this is a 
blow. Worse may follow. 

Micron executives say that their com- 
pany may now take on a much bigger tar- 
get: Taiwan's dynamic random-access 
memory (DRAM) manufacturers, which ac- 
count for about 12% of the world's $22 bil- 
lion DRAM supply. An anti-dumping case 
here would be a bigger blow, because it 
would hamper Taiwan's ambitions to take 
the lead from South Korea in the market for 
these more sophisticated chips, just as 
South Korea once overtook Japan. 

Taiwan's government takes the threat 
so seriously that it has promised legal aid to 
the companies involved. It argues, uncon- 
vincingly, that handouts of shares are really 
no different from the stock options so fa- 
voured by most American companies. 
Much is at stake: other Taiwanese technol- 
ogy industries could be threatened, includ- 
ing modem and graphics chips, and the 
production of motherboards for personal 
computers, where Taiwan has a 58% share 
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always room for improvement. 
Rhodia’s speciality chemists 
share that state of mind. 
Evervdav, our 26,000 staff worldwide, 
working with our customers, 
are innovating to provide you with 
increasingly effective products. 
Everyday, in the fields of cosmetics, 
clothing, foods, healthcare, 
the environment, 
transportation and manufacturing, 
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Betting on Asia's poor 


HONG KONG 


S IX months ago, if you had asked any 
banker which Asian companies 
would fare best as the region's currencies 
collapsed, most would have listed a few 
worthy exporters with local costs and dol- 
lar revenues. But how many would have 
mentioned Berjaya Sports Toto? Net 


| 
| 
profit at Malaysia's biggest lottery oper- 





ator grew by more than 25% over the past 
year, even as the country's economy hit 
the skids. Casinos in the region, catering 
for rich tourists, may be feeling the pain 
as travel slumps, but the more proletarian 
| numbers operators are reporting buoyant 
| business. And although the Hong Kong 
stockmarket is way down, turnover is ac- 
tually up at the Jockey Club, the only legal 
| gambling outlet in the city. Betting your 
| last paycheck on the horses may not be 
the most rational way to weather a reces- 
| sion, but that's human nature for you. 
| The Asian punters’ urge to throw what 
is left of their money to lady luck is just 
one of the unpredictable consequences of 
the region’s financial crisis. The biggest 
surprise is that the expected export boom 
has yet to happen, something that will de- 
lay the region’s recovery. But there are a 
few cheerier lessons for anthropologists 
| of economic gloom. 

Insurance companies in Hong Kong, 
| for example, are reporting record results 
| at the same time as the city’s unemploy- 
| ment rate is rising. A year ago workers had 
_ their pick of job offers, but now they face 


the prospect of no job at all. Fearful, they 
are buying private medical and life insur- 
ance. As Hong Kong's punters have cut 
their spending, dozens of high-priced re- 
tailers have gone under. But the plunge of 
retail rents has brought fast-food joints in 
their place, and working-class shopping 
malls are booming. 

In Thailand, television viewing is up 
more than 20% over the past three 
months, as the newly poor stay home 
rather than go out to eat or shop. That has 
propped up advertising revenues for the 
free-to-air terrestrial broadcasters, al- 
though the pricey satellite and cable oper- 
ators have not benefited. Amway, an 
American direct-to-home retailer, also 





Solace 


looks likely to come out of the crisis better 
than it went in. With more unemployed | 
people, Amway can easily find salespeo- | 
ple willing to trudge from door-to-door. 
In Malaysia, Amway's local-currency rev- 
enues for the quarter to the end of Febru- 
ary were up 37% on a year earlier (though 
both it and Avon have fallen foul ofa law _ 
in China banning pyramid schemes). 
The bankers have finally grasped the 
psychology of the newly poor. ING | 
Barings, an investment bank, now has . 
Amway Malaysia as one of its top-ten 
growth picks for the country. The rest of | 
the list includes two gaming companies 
and the local arms of Carlsberg, gj. Reyn- | 
olds, Rothmans (makers of Dunhill ciga- 
rettes) and KFC (of fried chicken fame) | 
When times get tough, it seems, the things | 
you can count on in Asia are betting, beer, 


television, smokes and fried food. 





of the international market. 

In the short run, Taiwan's market domi- 
nance may give it some protection: Ameri- 
can companies may have to buy Taiwanese 
anyway. In the longer term, Taiwan needs 
to worry about the prices of these high-tech 
commodities as much as any producer of 
bananas or coffee. Perhaps its handouts 
will have to evolve into the stock option 
more familiar in Silicon Valley. 





European armaments 


Make us one, 
but not now 


ARELY have the politics of the defence 

industry looked so different on differ- 

ent sides of the Atlantic. As the American 

antitrust authorities try to prevent a spec- 

tacular run of mergers from going too far, 

their European counterparts are still strug- 
gling to get consolidation under way. 
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Something is stirring in the European 
undergrowth. In a decision viewed as cru- 
cial for the shape of the military-vehicle sec- 
tor, a consortium led by Germany's Krauss- 
Maffei, a subsidiary of Mannesman, was 
chosen on April 22nd to build up to 6,000 
armoured cars or "battlefield taxis" for the 
armies of Europe. A few days earlier GKN, 
the British member of Krauss-Maffei's con- 
sortium, proposed another cross-border 
partnership, to form what could become 
the world's second-ranking helicopter 
group with state-owned Agusta of Italy. 
And Britain's GEC has announced a $1.4 
billion takeover of Tracor, a Texan military- 
electronics company. It was an abrupt re- 
minder to state-dominated European gi- 
ants, such as Thomson-csr, which last week 
announced an all-French defence-electron- 
ics alliance, that private companies have 
transatlantic alternatives. 

All well and good. But the really valu- 
able prize to would-be consolidators in Eu- 
rope remains the creation of a single con- 
tractor in the military-aircraft business 
which could hold its own against the likes 


of Lockheed Martin or Boeing. And that 
prize seems as remote as ever. 

If good intentions alone were enough, 
Europe's overcrowded military-aerospace 
business would have consolidated long 
ago. Everybody agrees that Europe's rela- 
tively small defence budgets mean that its 
fragmented champions must unite or be 
decimated by American rivals (see chart on 
next page). But the process has been de- 
layed by national jealousies and contrast- 
ing business cultures. Politicians on theone 
hand and businessmen on the other are 
bravely calling for difficult decisions to be 
taken—and then ducking for cover. 

In separate meetings this week, defence 
and industry ministers from five European 
countries wrung their hands over the air- 
craft makers’ reluctance to collaborate. 
Governments, they said, would do what 


lain Carson 

lain Carson, our industry editor, was the joint winner 
this year of the Harold Wincott Press Award for senior 
business writers, announced this week. He shares the 
prize with Martin Wolf of the Financial Times. 
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they could to help byco-ordinating policies 
over export licences, secrecy and so on. But 
it was, you understand, really up to the 
companies to work out an agreement. 

This was a tart reply to a memorandum 
in March by British Aerospace (BAe), Aéro- 
spatiale of France, Germany's Daimler- 
Benz Aerospace and Spain's CASA, the top 
European military-aerospace firms, insist- 
ing that they would love to come together 
in a single corporate entity if only govern- 
ments would help them solve certain prob- 
lems. And this, in turn, was the response to 
a challenge from heads of government to 
come up with an early timetable for joining 
forces. In the words ofa French observer, all 
this buck-passing is “simply another way of 
saying they have got nowhere." 

In theory, the four companies, which 
are also partners in the Airbus civil-aircraft 
consortium, know precisely where they are 
heading. In their memorandum they 
agreed that an integrated European Aero- 
space and Defence Company should em- 
brace civil, military transport and combat 
aircraft as well as helicopters, space launch- 


T SEEMS like a good time for little- 

known semiconductor firms to go 
public. Last week Broadcom, which pro- 
duces the brains for set-top boxes and 
other online gear, was listed on the 
Nasdaq, the tech-heavy American stock- 
market. Now, a chip-packager and tester 
called Amkor plans to go ahead with its 
long-planned listing. It is unlikely that 
the Pennsylvania-based company will 
make the same sort of splash as Broad- 
com, whose stock gained 123% in the first 
day of trading. But the deal, which is sup- 
_ posed to raise as much as $525m, is inter- 
| esting nonetheless—for good or ill. 

Amkor operates in a promising market, 
| but its finances may frighten even battle- 
| 
| 








hardened investors. 
| Microchip packaging and testing is 
the obscure but vital business of wrap- 
| ping and wiring integrated circuits. The 
| niche has grown splendidly over the past 
decade, as chip makers have outsourced 
what was fast becoming a specialised 
and capital-intensive activity. The trend 
is likely to continue. Worldwide, inde- 
pendent chip-packaging revenues are ex- 
pected to grow by about 16% a year. This 
will boost the market from $5.6 billion 
last year to $11.6 billion in 2002, accord- 
| ing to Electronic Trend Publications, a 
reasearch firm in San Jose, California. 
Amkor, the market leader with $1.46 bil- 
lion revenues in 1997, stands to benefit 
. handsomely. It has more than 150 cus- 
| tomers, including such chip heavy- 





ers and guided weapons. Despite the talk of 
unity, however, the memorandum was 
most remarkable for the differences it re- 
vealed. BAe, for example, wants a new com- 
pany made in its own image: a private com- 
pany with a wide shareholder base. But 
Aérospatiale’s sole owner, the French state, 
insists on maintaining a “proportionate 
degree of industrial influence"—the sort of 
language that makes BAe recoil in horror. 

Whatever happens, the balance of 
power in the European arms industry is at 
stake. Any pan-European entity is likely to 
confirm Britain's position as the conti- 
nent's main builder of military aircraft. But 
much depends on whether France's 
Dassault, which builds the new Rafale 
fighter, also joins the effort. If it does, that 
would ease French concern. But if Dassault 
stays out, the combined entity could look 
unacceptably British in French eyes. 

For their part, German policymakers 
are tempted by the idea of a grand division 
of labour that leaves Britain predominant 
in fighter aircraft, France supreme in de- 
fence electronics, and their country cham- 
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ot your average IPO 


weights as AMD, IBM and Intel. 

But that does not make its shares a 
safe bet. Amkor is not your average high- 
tech firm seeking an injection of funds. It 
is intertwined with the Anam Group, a 
South Korean electronics conglomerate. 
Anam's subsidiary, A1ICL, does a large 
part of Amkor's chip packaging and test- 
ing. Both Amkor and arc are controlled 
by the family of Hyang-Soo Kim, the 
founder of the Anam Group. 

The two companies are also heavily 
in debt. According to the prospectus for 
the forthcoming offer, last year Amkor 
had $514m and AICL 3.86 trillion won 
($2.28 billion) in liabilities, mostly with 
South Korean banks. AICL overextended 
itself during the Asian boom. With the re- 
cent crash of the South Korean economy, 
those loans threaten both companies. 

Enter the 1PO, whose proceeds will 
mainly be used to pay back Amkor's 
creditors. AICL, too, will benefit from the 
deal: Amkor intends to pay back the 
$106m it owes to its sister company and 
buy AICL’s share of a joint venture in the 
Philippines for another $34m. 

Amkor’s Nasdaq listing may there- 
fore stir more emotion in Asia than 
America. If Amkor’s IPO is a success, 
other Asian companies could also try to 
tap the American and international cap- 
ital markets. It is an appealing way to see 
themselves through a difficult patch. For 
many, the only other way to pay the | 
bankers is to sell assets cheaply. | 
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pion of tanks and armoured cars. In that 
light, a German choice for the $5 billion 
battlefield taxi could be revealing. It has 
certainly enraged Britain's Vickers, whose 
chairman, Sir Colin Chandler, alleges that 
the German defence ministry unfairly 
changed the specifications from a six- 
wheeled vehicle to an eight-wheeled one at 
the last moment. This complaint, and the 
unusual decision not to order a prototype, 
will be thoroughly rehearsed as the tender 
makes its way through the tortuous proce- 
dures required by the German Bundestag. 

Europe's war games are a far cry from 
those in America, where governments have 
heard scarcely a squeak of pain, despite the 
halving of employment in defence, to 2m, 
over the past decade. In political terms, 
America's contraction to three giant firms— 
Boeing, Raytheon and Lockheed Martin 
(whose merger with Northrop Grumman 
may be blocked)—was remarkably cost-free. 
Bruce McDonald, a defence analyst with Br 
Alex. Brown, an investment bank, reckons 
that to hold its own against the Americans, 
Europe can sustain only one large weap- 
ons-platform manufacturer and one de- 
fence-electronics group. That prospect still 
looks remote. 





Electricity marketing 


Not as billed 


LAKEWOOD, COLORADO 


S LONG as the light burns when the 
switch is flipped, American house- 
holds don't get terribly excited by electric- 
ity. Enron, a giant energy and electricity ser- 
vices company, tried to change that, 
promising consumers smaller bills and 
better service. It invested in a marketing 
campaign that included a spot on the Su- 
per Bowl. But in California, which opened 
its market to all comers on April tst, the re- 
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sult was a big yawn. Enron persuaded only 
30,000 or so householders to switch from 
their traditional supplier, hardly enough to 
keep the lights on at its Houston headquar- 
ters. So, on April 21st, Enron pulled the 
plug: no longer would it try to sell electric- 
ity to residential consumers. It will, how- 
ever, continue to go after business and in- 
dustrial customers. 

Enron assigns most of the blame for its 
failure to the levy customers are charged to 
pay for dud investments the public utilities 
made years ago. Until these "stranded 
costs" have been paid off in 2002, there is 
little scope in small bills to make money. 
Moreover, Enron concedes it was unable to 
whip up enthusiasm. It seems that people 
dislike the prospect of more telemarketers 
more than they like being able to choose 
whom to buy their power from. 

One way to attract attention, though, 
may be to link other services to the electric- 
ity bill, rather than try to sell power on its 
own. That is the idea behind Simple 
Choice, designed by Enable, a horribly 
named joint venture of KN Energy, a gas 
company based in Colorado, and 
PacifiCorp, an Oregon-based utility that is 
in the running to buy Britain's Energy 
Group. Simple Choice offers utilities a way 
to compete for domestic contracts by sell- 
ing convenience and consumer products. 

Simple Choice is sold to utilities as a 


franchise. A yearly fee gives 
the utility exclusive access to 
Simple Choice in a negotiated 
service area. In turn, the utility 
can offer its ratepayers a pack- 
age of some two dozen con- 
sumer services, including In- 
ternet access, appliance 
protection, satellite television, 
long-distance telephone ser- 
vice, carbon-monoxide pro- 
tection and security. Consum- 
ers pick and choose, and pay 
an itemised bill once a month. 
"Simple Choice is not about 
electricity. Consumers don't 
care about that. It's about sim- 
plicity," says Mort Aaronson, 
who has brought his back- 
ground in telecoms to his post as president 
and chief operating officer of En.able. One 
lesson: no telemarketing. 

In return for the franchise price (up to 
$3 per household, plus a fee for administra- 
tion), utilities receive marketing help, back- 
office support and the right to attach their 
names to the Simple Choice logo. Simple 
Choice also guarantees to deliver each ser- 
vice at nationally advertised prices or 
lower. A call centre is open for service day 
and night. 

En.able has sunk $50m into the project, 
which was launched in September 1996. 
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Mr Aaronson says it is already 
operating in the black, and 
has recovered most of its start- 
up costs through revenues 
and PacifiCorp's investment 
of $30m in January 1997. In 
KN Energy’s service area, 30% 
of households have signed up 
for the service, thanks to ener- 
getic marketing—although 
only 3% have done so in 
PacifiCorp’s territory. 

Running Simple Choice is 
complicated. Literally mil- 
lions of billing permutations 
are possible. The clever thing 
is that En.able receives a share 
of sales without having to 
own or operate any of the ser- 
vices on offer. It has also kept down its ini- 
tial costs through alliances with 18M (bill- 
ing), DocuCorp (paperwork) and Sitel (the 
call centre). The most costly aspect of Sim- 
ple Choice was setting it up. Now that this 
is done, adding customers will create econ- 
omies of scale that should allow En.able to 
offer cheaper prices. 

What is missing from this picture is 
competition. Because retail deregulation is 
proceeding fitfully, En.able has pretty 
much had the field to itself. Then again, for 
a startup like En.able, interest can some- 
times be of the wrong sort. 





Car making in Italy 
Driven by fiat 


MELFI, SAO PAOLO, TURIN 


sen Ån Fiat is only halfway to becoming a world-class car firm. To succeed, it 
ill need a push from its new boss, Paulo Fresco 


HEN a Fiat engineer called Marcello 

Cucchi was wondering how to create 
a successful factory in the Italian south in 
the early 1990s, one of the places he visited 
was EuroDisney, an amusement park out- 
side Paris. Mr Cucchi and his team of man- 
ufacturing experts were determined to 
build the world’s first car factory capable of 
running flat-out three shifts, six days a 
week. The problem was fitting in repairs 
and maintenance; most car plants had the 
whole weekend to mend creaking convey- 
ors and rattling robots. Yet the huge convey- 
ors that carry the Disney rides ran every day 
of the week, with only a few hours of dark- 
ness for service work. 

So Fiat engineers went to EuroDisney 
and learned how it was done. Four years af- 
ter it opened, Fiat’s plant in Melfi churns 
out 1,600 cars a day with one of the best pro- 
ductivity records in the world. Outside the 
gate is an industrial park of suppliers of 
parts which roll in on electric trucks as the 
assembly line’s computers order them. 
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Stocks are counted in minutes, shaving mil- 
lions of dollars off working capital. So flexi- 
ble are the robots and the assembly lines 
that this spring a new model—an updated 
version of the Punto—is being phased in 
without stopping the lines. 

The Melfi plant is a good example of the 
direction in which Fiat is moving, though 
the firm has a long distance still to make up. 
For years Fiat has been dogged by three 
problems. One has been the conservative 
influence of the Agnellis. The founding 
family owns about a third of the voting 
shares and is liable to veto any big strategic 
moves, such as attempts to merge with Ford 
and Chrysler, which failed at the last 
minute because the family could not bear 
to lose control. Second, Fiat’s car business, 
accounting for more than half of sales, has 
been too narrowly based on small cars and 
on the Italian market. And third, the rest of 
the group had grown into a sprawling col- 
lection of unrelated businesses which have 
no strong global presence. 


The current septuagenarian chairman 
is Cesare Romiti, who moved up from man- 
aging director when the elderly Giovanni 
Agnelli retired a couple of years ago. Mr 
Romiti is a formidable Italian industrialist 
of the old school, skilled at bullying the 
workers and the government for the greater 
good of Fiat, but hardly the sort of figure to 
impress international shareholders out- 
side the salotto buono of Milan. Last year 
Mr Romiti was found guilty of false ac- 
counting in a corruption case in the Italian 
courts, though he is appealing against the 
verdict. He was to have been succeeded this 
summer by Giovanni Agnelli’s dashing 
nephew, but the young man died tragically 
of cancer last December. 

Instead, Mr Romiti will be replaced this 
autumn by Paolo Fresco, for the moment 
the number two at America’s General Elec- 
tric. An Italian who has worked in America 
most of his life and been on the Fiat board 
for a couple of years, Mr Fresco was drafted 
in by Umberto Agnelli, younger brother of 
Giovanni and father of the deceased dau- 
phin. Umberto now runs the Agnelli fam- 
ily’s business interests through a couple of 
holding companies (see box on next page). 
Nonetheless, given Mr Fresco's career at the 
top of such a hard-nosed conglomerate as 
General Electric, he looks likely to make 
Fiat even less of a family concern. 

Some of the work has already been 
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done by Fiat’s managing director, Paolo 
Cantarella. Mr Cantarella has led the devel- 
opment of the first coherent range of mod- 
els that the company has had for ages. In 
recent years the firm has not only ex- 
panded production in European centres 
like Melfi. In Brazil, Argentina, Russia and 
India, it has also opened or started build- 
ing huge new factories to make its so-called 
world car, the smart and rugged little Palio. 
Since its launch, the Palio has given Fiat the 
lead over Volkswagen in the Brazilian mar- 
ket, which accounts for 70% of all South 
American car sales. 

Car sales are now split roughly three 
ways between Italy, the rest of Europe and 
the rest of the world. At the start of the de- 
cade, Fiat sold only 140,000 cars outside 
Europe; today it sells about 1m. Even before 
its spectacular success in South America 
with the Palio last year, Fiat had been qui- 
etly banking about $500m a year from its 
operations in Brazil and Argentina. 

The main plank ofthe strategy now is to 
build as many cars as possible on the same 
basic chassis. The new versions ofthe Punto 
and Palio in a few years will share chassis as 
well as engines and gearboxes, enabling 
production of some 2m vehicles from a sin- 
gle platform, and yielding the sort of econo- 
mies of scale these days enjoyed only by the 
likes of Toyota, with its Corolla world car. 

Expansion has already turned Fiat into 
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the world’s fifth-biggest car company (see 
table), second only to the mighty Volks- 
wagen among European producers. Last 
year Fiats operating profit was 3,500 bil- 
lion lire ($2 billion), nearly double the pre- 
vious year, and margins rose from 2.3% of 
sales to about 4%. 

But for all these successes, and despite 
some restructuring, Fiat remains unfash- 
ionably diversified. Mr Cantarella’s claim 
that four-fifths of revenues are in the auto- 
mobile industry stretches a point. His defi- 


The Agnelli investment vehicle 


EXT year Fiat celebrates its cente- 
nary. Cesare Romiti is about to be 
succeeded as chairman by another busi- 
| nessman from outside the Agnelli family 
(see main article). How much longer will 
| the Agnellis, now four generations from 
the founder, want to tie their fortunes 
closely to the automobile group? 
| 


TURIN AND MILAN 


At the moment the family’s control of 
Fiat is exerted through a system of byzan- 
tine complexity (though this is not un- 
usual in Italy). Fiat’s biggest shareholders 
are two listed companies, Istituto 
Finanziario Industriale (1F1) and Finan- 
ziaria di Participazioni (rriL). 1F1 holds 
17.75% of the automobile group directly, 
while having a majority stake in IFUL, 
which holds a further 12.25%. 

But it is clear who calls the shots at 1F1 
and iriL An incorporated partnership 
called Giovanni Agnelli & C and other 
members of the Agnelli family hold all 
IFI’s voting stock. Giovanni Agnelli is 
chairman of iri while his younger brother 
Umberto is the deputy chairman and 
managing director, as well as being IFIL’s 
chairman. Other members of the Agnelli 
family hold board places at 1F1 and IFIL. 
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Even now, IFI and IFIL are quite diver- 
sified, Fiat accounted for just 27% of IFIL’s 
9.7 trillion lire ($5.4 billion) portfolio in 
February, against 31% for the agri-food 
sector. IFIL controls Frances Worms & 
Cie, which owns Saint Louis Sucre, a 
sugar business, and has a large stake in 
Danone, a food group that bottles Evian 
water and bakes biscuits. 

IFI and IFIL have recently stepped up 
the pace of their investments. In April last 
year they together acquired 5% of Istituto 
Bancario San Paolo di Torino, Italy's big- 
gest banking group, becoming part of a 
controlling group of shareholders. iri 
bought a small shareholding in Italy's 
state telecommunications business when 
this was privatised last September and 
obtained a board seat. IFIL says it is com- 
mitted to a portfolio of investments that 
has balance between cyclical and non-cy- 
clical stocks and is diversified across re- 
gions and industries. 

By taking a significant shareholding 
in San Paolo, 1F1 and 1FIL have cocked a 
snook at Mediobanca, a Milanese invest- 
ment bank that was for decades Fiat's sole 
financial adviser. This was a sign that 
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nition includes lorries, buses, tractors and 
combined harvesters (Fiat bought New 
Holland from Ford and makes one in five 
such machines sold in North America). It 
also includes Magnetti Marelli (car parts), 
Comau robots and Teksid foundries that 
sells castings to the motor industry. Mean- 
while, Fiat also remains involved in chemi- 
cals, fibres and bioengineering. 

Mr Fresco's career at GE should have 
prepared him well for dealing with Fiat's 
non-core businesses. The going in cars will 
be harder. The world's car industry is suffer- 
ing from massive over-capacity. Fiat's fig- 
ures last year were flattered by government 
sales incentives (cash to buyers scrapping 
old cars) in its home market. Most analysts 
think that falling car sales in Italy and Bra- 
zil will hit profits hard this year. Gianluca 
Pediconi, an analyst at Arv Milla Sim, a Mi- 
lan securities house, thinks they could fall 
by as much as 17%. He also worries that Fiat 
will have a hard job keeping up with the 
relentless flow of updated models from Eu- 
ropean competitors. 

Fiat's fate will be determined in mar- 
kets outside Europe. Its task is to repeat its 
South American feat in faster-growing mar- 
kets, such as Russia and India, where it has 
joint ventures under way to make the Palio. 
If Mr Fresco succeeds, in other words, Fiat 
will scarcely seem Italian any more. 





Umberto Agnelli and his small, well-re- 
garded staff will abandon at least one 
shibboleth. Will they abandon another 
and reduce the family's shareholdings in 
Fiat? No move is expected imminently. 
But in the longer term, the ties are proba- 
bly weakening, both because the family is 
becoming less involved in the manage- 
ment of the car maker and because, like 
any investment trust, IFI and IFIL want to 
diversify. Astonishingly, then, the fate of 
the Agnellis' stake in Fiat depends in part 
on what Fiat's new, non-family chairman 
does for the firm's share price. 
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Silverman tarnished 


Henry Silverman, the chief executive of Cendant, thrived on the “irrational exuberance” 
of the American stockmarket. Now it has turned against him 


jen days ago Henry Silverman was the 
toast of Wall Street. In December he had 
pulled offhis greatest coup, merging Hrs, his 
hotel and property-franchising business, 
with CUC, a company promoting clubs that 
offer discounts to members. He promised 
investors that Cendant, the $34 billion em- 
pire he had created, would deliver explosive 
growth using a fashionable technique called 
cross-selling. Having seen the stellar perfor- 
mance of HFs’s share price, they piled into 
Cendant's shares, lauding MrSilverman as a 
"genius" and a "great capitalist". 

Then it all went wrong. On April 16th, af- 
ter news of "accounting irregularities" at 
CUC, Cendant's share price fell by halfto $21. 
In dollar terms, this was one of the biggest 
one-day share-price falls in history and 
wiped $700m off Mr Silverman's own for- 
tune. “I am not taking it well,” a tired-look- 
ing Mr Silverman says bitterly in Cendant's eerily hushed 41st 
floor offices in New York. “I have visions of those people respon- 
sible at cuc laughing into their reflections in the morning mir- 
ror, saying ‘Fortune magazine called this man a genius. Other 
than death or bankruptcy, this is as bad as it gets." 

The fraud, which appears to involve overstated profits at sev- 
eral cuc clubs, will knock 13% off earnings this year and next. 
Moreover, Mr Silverman admits that he will not know "if there 
is another shoe to drop" until an investigation ends in May. 

Why did the market react so harshly? Although he is 
Cendant's chief executive, Mr Silverman can hardly be blamed 
for an accounting fraud that occurred at cuc before the merger. 
And nobody is hinting at bankruptcy. Indeed, Mr Silverman 
maintains that Cendant can still realise the promised 2596 a year 
growth in earnings that so thrilled the market, albeit from a 
lower base. He is moving swiftly to control the damage. CUC ex- 
ecutives have been fired, urs staff have assumed control of all 
financial functions and insiders put low odds on the survival of 
Walter Forbes, Cendant's chairman and founder of cuc. 

Part of the reason for the fall is sudden doubt about cross- 
selling, the idea that buyers of one of a firm's services can be- 
come customers for another. Cendant argues that cross-selling 
can exploit Hrs's stable of leading brands. These include 
Ramada hotels, Avis car-rentals and Century 21 real estate, 
which it franchises to 100m customers a 
year. CUC extends the cross-selling by giv- 
ing these brands access to 70m active 
members in an array of discount clubs. 
With franchise and membership fees, 
few physical assets and high renewal 
rates, Cendant should be a money-mak- 
ing machine. 

The pitch is persuasive, but nobody 
knows whether cross-selling really 
works. The idea is certainly modish (it 
lies behind the union between Citicorp 
and Travelers, two big financial groups), 
but previous attempts by such firms as 
ITT and Sears, Roebuck failed. With a 
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flurry of acquisitions at Hrs that continued 
after Cendant was created, it is hard to know 
just what is going on in the underlying busi- 
ness. Moreover, if Mr Forbes goes, Cendant 
will have lost the man with the direct-mar- 
keting vision so central to its success. 


From Silverman into gold 


Given the uncertainty, the wonder is not so 
much that investors have taken fright, but 
that they piled into Cendant in the first 
place. HFs’s shareholders—now three-quar- 
ters of Cendant’s investors—bid up the 
firm's share price by almost 2,000% between 
its flotation in 1992 and December's merger. 
Many did handsomely, and Mr Silverman, 
whose personal options were worth nearly 
$2 billion at the peak, shared in their wealth. 
Acquisitions produced huge fees for Wall 
Streets bankers, and analysts lavished 
praise. The day before Cendant's shares crashed, 12 out of 14 ana- 
lysts in America rated the company a "strong buy". 

By the end, though, there was something circular in all this. 
Mr Silverman was a buy mainly because he enjoyed a star-rating. 
And that rating was founded partly on an unproven idea and a 
fantastic share-price based on, well, Mr Silverman's star-rating. 
As the cult of personality grew, investors seemed so captivated 
by Mr Silverman's reputation that they forgot his record. 

A law graduate and sometime investment banker, 57 year- 
old Mr Silverman spent most of the 1980s running a leveraged 
buy-out fund. In 1984, he picked up Days Inn, a Southern motel 
chain, for $30m, which he sold for $180m five years later. Laden 
with debt, it went bankrupt within two years (he bought it back 
again for Hrs). Similarly, Telemundo, the Spanish-language net- 
work that he cobbled together from local Tv stations went belly 
up three years after he left the buy-out fund. Mr Silverman says 
that he played no part in either of these collapses. 

The risk for Mr Silverman is that the virtuous circle now 
turns vicious. Investors are asking why Mr Silverman took four 
months to merge cuc and Hrs's vital accounting functions—an 
error which meant the fraud went undetected. If confidence in 
him disappears, so will the stock rating. He will not be able to 
finance acquisitions with paper, which will slow growth and 
further undermine confidence. 

Mr Silverman is fighting to escape 
that trap. Though he denies it, he may 
struggle to complete his $3.1 billion cash 
and paper acquisition of American 
Bankers Insurance, let alone contem- 
plate future purchases. Nor is it incon- 
ceivable that a similar fate awaits Ameri- 
ca's other stockmarket stars, such as 
Sandy Weill and Bernie Ebbers, whose 
failure could even shake investors' faith 
in the stockmarket. As for Mr Silverman, 
weary from round-the-clock calls to in- 
vestors, he seems not so much a genius, 
but a man who heard Wall Street's adula- 
tion and, for a moment, believed it. 
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Asia goes on the dole 


LONDON, BANGKOK AND JAKARTA 


If Asian countries are to avoid becoming the world’s next unemployment 
blackspot, they should take some tips from Europe—on what not to do 


ICK up any of the stack of books about 

East Asia written before the region’s cur- 
rent crisis and turn to the chapter on unem- 
ployment. Can't find it? That is because un- 
employment then barely existed in these 
fast-growing economies. Now, however, it 
is rising rapidly. By next year, emerging 
Asia’s average jobless rate could top 6%, up 
from 2% in the early 1990s. 

At a meeting in Bangkok this week, set 
up by the International Labour Organisa- 
tion, labour ministers, trade unions and 
employer groups discussed what to do 
about rising unemployment. The same 
subject is on the agenda next week at the 
annual meeting of the Asian Development 
Bank. The immediate concern is social un- 
rest. But a worrying possibility is that high 
unemployment could prove as persistent 
in Asia as in Europe. 

In the three economies hit hardest by 
the region’s economic turmoil—Indonesia, 
South Korea and Thailand—jobless rates 
have roughly doubled already. South Ko- 
rea’s rose from 2.3% in October to 6.7% in 
March. In China, where the restructuring of 
bankrupt state companies is causing mil- 
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lions of redundancies, the official jobless 
rate has risen to 5%, but early this month 
premier Zhu Rongji admitted that 10% of 
the workforce is unemployed. 

These figures may well understate un- 
employment. Under-employed workers in 
rural areas are excluded from the count— 
and that includes those who have lost jobs 
in the city and returned to their native vil- 
lages. Moreover, large-scale redundancies 
as a result of the economic crisis have 
barely started. In South Korea, lay-offs have 
been allowed only since March; as firms 
must give workers 60 days’ notice, the im- 
pact is not yet visible. The Korea Institute 
for Industrial Economics and Trade fore- 
casts that unemployment could, at worst, 
reach 10% by the end of this year. 

How high will Asia’s unemployment 
climb? This depends on three factors. The 
first is the length and depth of the reces- 
sion. J.P. Morgan, an American investment 
bank, forecasts that GpP will fall by around 
10% in Indonesia this year, and by about 4% 
in South Korea and Thailand. It expects 
growth in 1999 of 3-4%, less than half the 
average growth rate in the early 1990s. So 


unemployment will rise further next year. 

A second reason why unemployment 
may spread even as growth resumes is that 
falling output is not its only cause. East Asia 
isalso in the midst ofa long-overdue corpo- 
rate shake-out. In the past, firms were run 
with the goal of maximising market share 
(and hence jobs) rather than profits. In ad- 
dition, artificially cheap capital caused too 
much investment in unprofitable ventures. 
To survive, debt-laden firms are now being 
forced to cut back. 

Last, but not least, the future path of un- 
employment will also depend upon 
whether new sources of employment 
spring up to replace those which will disap- 
pear. This, in turn, will require govern- 
ments to deregulate capital and product 
markets to encourage new businesses. 

So far, governments have responded to 
rising unemployment in three main ways. 
The first is to throw out foreign workers. 
Both Thailand and Malaysia have started 
to repatriate large numbers of migrant 
labourers, many of whom are working ille- 
gally. In Malaysia the total may be as many 
as 2.5m—a quarter of the workforce. But 
forced repatriation may not reduce unem- 
ployment, as many native Thais and Ma- 
laysians are disinclined to fill the “3D” jobs 
(dirty, difficult and dangerous) occupied by 
Burmese and Indonesians. 

A second way in which governments 
are trying to mitigate the unemployment 
problem is by encouraging those with 
farming roots to go back to them. Before the 
end-of-Ramadan holiday, the Indonesian 
government cut train fares for those mak- 
ing the annual trip to their home village. It 
then raised them for the return to Jakarta, 
where many businesses never reopened af- 
ter the holiday. But because of food short- 
ages in villages, many are still finding their 
way back. It seems that begging in Jakarta is 
still a more attractive career option. 

The third response has been to intro- 
duce job-creation programmes and to plan 
social safety nets. Among the three most 
troubled economies, only South Korea has 
any type of unemployment insurance. The 
government recently extended its coverage 
in return for trade unions agreeing to a 
change in the law to allow lay-offs. The ba- 
sic benefit was increased from 50% of the 
minimum wage to 70%. But firms employ- 
ing fewer than five workers and new en- 
trants to the workforce are still excluded. 

In Thailand and Indonesia, the jobless 
must fend for themselves. But as these econ- 
omies face their most severe recession in 
more than three decades, governments are 
coming under pressure to protect the job- 
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TAIPEI 


| AIWAN has emerged largely un- 

scathed by Asia's financial crisis. But 
in the flush of success, it risks learning the 
wrong lesson from its neighbours 
misfortunes. 

The lesson drawn by Taiwan’s central 
bank, the Central Bank of China (CBC), is 
that other Asian countries liberalised 
their financial systems recklessly. So, in 
place of its previous ambition to promote 
Taipei as an Asian financial centre, the 
bank is trying to turn back the clock. First 
the cBc summoned foreign bankers to 
| "exchange views" on currency move- 
| ments and advise them to exercise re- 

straint while speaking to the press about 

matters such as the New Taiwan dollar. 

Then it selected several foreign banks for 

“routine” examinations. And then it di- 

rected that certain forward trades of $5m 

or more must be reported by telephone to 
| the cgc immediately, with a detailed re- 
port following at the end of the day. 

This red tape is meant to tie up the five 
foreign — banks—ABN-Amro, Banque 
Nationale de Paris, Bank of America, Citi- 
bank, and American Express—that domi- 
nate trading in the New Taiwan dollar, 
and especially in currency derivatives. In 
| February, these five controlled 51% of cur- 
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Wrong lessons in Taiwan 
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rency-derivatives trading. Citibank, in 
particular, has roused the CBC's ire. The 
central bank censured Citibank publicly 
for certain derivatives trades—trades 
which, the csc declared, require three 
separate permits to execute. That interpre- 
tation came as a surprise to many cur- 
rency traders. 

What is this all about? In the markets, 
the suspicion is widespread that after 
watching the New Taiwan dollar depreci- 
ate 19% against the American dollar last 
year, the CBC wants a stronger currency— 







and will do what it takes to get one. In ad- 
dition, Perng Fai-nan, the new CBC gover- 
nor, is no fan of financial liberalisation. 
He is thought likely to delay the abolition 
of all cross-border capital controls, | 
planned for 2000. 

At least for the moment, the CBC's ef- | 
forts to intimidate currency traders are 
succeeding. Thanks to what the Taiwan- 
ese media has labelled the “white terrors”, 
average daily transaction volume in Tai- 
pei has fallen by about 40%. This, insists 
deputy governor Hsu Yi-Hsiung, is unin- 
tended; the cBc merely wants to know 
what is going on in the markets. "This has 
nothing to do with any effort to clamp 
down on speculators," he says. 








less. Under a law that takes effect later this 
year, Thai firms will have to increase sever- 
ance pay. The aim is to protect workers, but 
it is likely to have the perverse effect of en- 
couraging firms to fire workers before the 
costly new rules kick in. 


Too much safety 


Having a safety net is important. But as they 
plot strategies to deal with high unemploy- 
ment, East-Asian governments would be 
wise to learn from Europe's mistakes. Two 
main lessons stand out. One is that overly 
generous unemployment benefits discour- 
age idle workers from searching for jobs. 
The other is that regulations designed to 
safeguard existing jobs often inhibit the 
creation of new ones. 

A recent study by McKinsey, a manage- 
ment consultancy, explores this problem in 
South Korea. While Korea's manufacturing 
sector was favoured with preferential ac- 
cess to credit, firms in service industries 
have been starved of capital and choked by 
restrictions. For example, strict zoning laws 
and bureaucratic procedures impede con- 
struction of shopping malls and big depart- 
ment stores in order to protect inefficient 
mom-and-pop stores. This keeps mom and 
pop employed, but it also blocks the devel- 
opment of related industries, from com- 
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puterised inventory control to sophisti- 
cated marketing, that could generate new 
jobs. Similarly in banking, restrictions pre- 
vent clever bankers from developing new 
products and the job opportunities they 
would bring. McKinsey estimates that if 
South Korea fails to deregulate its services 
sector, unemployment could rise to 12%. 
The hand of bureaucracy does not 
weigh quite so heavy elsewhere in East Asia. 
Even so, in Indonesia, where the Suharto 
family dominates many sectors, bribery 
can make it arduous and expensive to set 
up a new firm. Thailand, with fewer regula- 
tions, has seen a proliferation of lower-end 
service businesses, such as the flourishing 
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sandwich firm, now employing a score of 
workers, set up by a stockbroker who went 
bust in a property deal. But across the re- 
gion, excessive regulation drives legitimate 
businesses as well as crime underground. 
Jim Walker, an economist at Crédit Lyon- 
nais, estimates that the underground econ- 
omy is 20-30% of GDP in South Korea and 
Malaysia and 30-50% in China, Indonesia 
and Thailand. Motorbike taxis in Bangkok, 
bicycle-repair shops in Seoul, street ven- 
dors in Jakarta all thrive—but rarely de- 
velop into legitimate tax-paying businesses 
that offer formal jobs. 

To the contrary: every economy in East 
Asia has relied excessively on manufactur- 
ing and exports to fuel growth. The result, 
according to World Bank figures, is that the 
East-Asian countries have smaller wage em- 
ployment in the services sector than coun- 
tries with similar income levels elsewhere. 
The potential to create millions of new jobs 
in services is therefore huge. 

In America and Britain, thriving ser- 
vices industries have more than taken up 
the slack as sectors such as mining and 
manufacturing have cut back employment. 
Not so in much of continental Europe. 
Regulations that discourage part-time em- 
ployment and unusual work schedules, 
barriers to new products and restrictions 
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that keep new types of businesses from 
threatening established ones—all designed 
with the best of intentions to protect exist- 
ing jobs—deserve much of the blame for the 
continent's dismal record of job creation. 
As they figure out how to stretch safety nets 
beneath their worried workers, Asians 
should be careful not to follow suit. 





Stockbroking 


E-trading places 


NEW YORK AND PALO ALTO 


E clever young things in Silicon Val- 

ley have made a fortune by selling 
shares in Internet-based firms. But will 
companies that offer Internet share trading 
make anything like as much money? There 
are now more than 70 online brokerages in 
America. Last year, calculates Credit Suisse 
First Boston, an investment bank, the num- 
ber of Americans investing using the Inter- 
net more than doubled, to 3.3m. Online 
trades increased by 181%, to 26m, and ac- 
counted for one-fifth of all retail trades by 
some estimates. Yet fears are growing that 
there will be few profits in online trading 
unless the brokerages that provide it also 
succeed in invading more lucrative bits of 
the personal-finance business. 

So far, Internet trading has thrived be- 
cause it is cheap. E*Trade led the way, offer- 
ing $20 trades compared with the $60-plus 
charged by traditional discount brokerages 
such as Charles Schwab. Then E*Trade was 
itselfundercut by firms such as Ameritrade, 
which spent $25m in the fourth-quarter of 
1997 advertising its "eight bucks" Internet 
trade. E*Trade says that many of its new 
customers used to be with Schwab; Schwab 
says that the sort of customers it once lost to 
E*Trade now mostly go to cheaper rivals 
such as Ameritrade. 

Talk of $8 trades is a bit misleading, as 
the lowest charges apply to only the most 
basic transactions. Ameritrade’s customers 
pay an average of almost $20 per trade, for 
example. But margins have shrunk. And the 
cost of winning new business has been ris- 
ing for both E*Trade and Schwab, the mar- 
ket leader in Internet trading. 

The electronic traders face a more basic 
challenge. The cash that Wall Street market- 
making firms pay brokers to send trades 
their way, known as “payment for order 
flow”, has been a vital source of income for 
E*Trade and others, says Bill Burnham, an 
analyst with Piper Jaffray. But this is now 
drying up, because new rules imposed by 
the Securities and Exchange Commission 
have shrunk the profits that market makers 
earn on the spread between buy and sell 
prices. A year ago, market makers paid bro- 
kers more than $10 a trade. Now they pay 
less than $3. Mr Burnham expects such pay- 
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ments to dry up completely. 

The leading Internet 
brokers now want to move 
upmarket by offering cus- 
tomers far more than cheap 
trading. Schwab has been 
trying to do this for years, 
and thinks it can also use 
the Internet to add to its ser- 
vices. Next week will see the 
launch of “Destination 
E*Trade”, a souped-up web 
site which will offer re- 
search and other financial services, such as 
bill payments. The web site will also offer 
other companies’ products, from mutual 
funds to mortgages. “This product is criti- 
cal to E*Trade’s future prosperity,” says Da- 
vid Readerman, an analyst with Nations- 
Banc Montgomery Securities, who is 
worried by the firm's recent lacklustre per- 
formance. Ameritrade this week said it will 
launch a fancier web site of its own. 

If this strategy works, it will threaten 
those full-service brokerages that have so 
far largely left Internet broking alone. The 
cost advantages of the Internet could force 
margins down across all brokerage busi- 
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nesses. The full-service firms say that they 
are confident that the personal advice of- 
fered by their brokers, along with the qual- 
ity of their research, justifies their much 
higher costs. But they cannot offer a com- 
petitive Internet product because it would 
upset their armies of stockbrokers. Even 
Merrill Lynch, the doyen of full-service bro- 
kerages, has postponed plans to offer its 
customers online (but fully priced) trading. 

The banks, on the other hand, are likely 
to pose a much bigger threat to the Internet 
brokerages. They have no established 
broking business to lose and the Internet 
could help them win valuable customers 





Buy, buy 


NEW YORK 


HE mood of the moment in Ameri- 
can banking is buy or be bought. 
And, judging by its recent behaviour, 
Bank of New York does not want to be on 
anybody else's shopping list. Having last 
week given up the battle for State Street, a 
hugely successful bank in Boston, Bank 
of New York revealed on April 22nd that 
it had made a bid worth $23 billion to 
buy Pittsburgh-based Mellon Bank. 
Mellon, which owns Dreyfus and 
Founders, two mutual-fund firms, and 
several businesses more closely linked to 
money management than to commer- 
cial banking, has been 
seeking a partner for sev- 
eral years. Bank of New 
York said that Mellon's 
board turned down its of 
fer (apparently because of 
concerns about who 
would run the merged 
business). Mellon's shares 
soared in expectation of a 
bidding war; Bank of New 
York later said it would 
not launch a hostile bid. 
That denial may be 
less significant than it 
sounds. Full-blown hostile 
bids are rare in banking. 
According to Sean Ryan of 
Bear Stearns, there have 





Founding father 


been only 23 since 1984, of which just 
four (including Bank of New York’s ac- 
quisition of Irving Bank in 1988) suc- 
ceeded. Bank of New York, which was 
founded in 1784 by Alexander Hamil- 
ton, America’s first Treasury secretary, 
knows that hostile acquisitions are rarely 
able to use an accounting process known 
as pooling, which is much kinder to the 
profitability of the combined firms than 
the alternative acquisition accounting. 
Instead, it hopes that making details 
of its offer public will prompt Mellon 
Shareholders to force its board to sell. 
With Mellon’s share price 
still well below the 
roughly $90 that Bank of | 
New York is offering, there 
is a good chance that “vul- 
ture” funds will buy up 
Mellon shares, and agitate 
for a merger, much as fund 
manager Michael Price 
forced Chase Manhattan 
to agree a merger with 
Chemical Bank in 1995. 
Bank of New York's timing 
could hardly be better. 
Most of the banks that 
might plausibly mount 
counter-offers for Mellon 
have their hands full with 
other recent purchases. 
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from the full-service brokerage firms. They 
also have other tempting products to offer 
alongside share trading. Next month Wells 
Fargo, a Californian bank that has pio- 
neered online banking, is expected to roll 
out an online brokerage service for its 
banking customers. Other banks are sure to 
follow. If they succeed, both the new breed 
of online brokerages and Wall Street's long- 
established offline ones may find profits 
increasingly elusive. 





Share buybacks 
A popular option 


HE American craze for share buybacks 

shows no signs of abating. Returning 
capital to shareholders by repurchasing 
stock may soon be more popular than pay- 
ing dividends. Investors may cheer because 
they pay less tax on buybacks. But they 
should also worry, because buybacks may 
be enriching managers at their expense. 

American companies returned $181 bil- 
lion to the market through share buybacks 
last year, up 82% on 1995, according to Se- 
curities Data Company (see chart). In con- 
trast, dividend payouts for the latest finan- 
cial year (generally 1997) rose only 5% over 
the same period, to $251 billion, according 
to Compustat. 

The increasing share of stock options in 
bosses’ pay may explain their sudden con- 
version to buybacks. By tying a big chunk of 
their pay to the company’s share price, op- 
tions give senior managers a keener incen- 
tive to act in shareholders’ interests. So 
bosses may choose to hand back spare cash 
in a tax-efficient way by buying back shares 
rather than blowing it on unproductive 
empire-building. But they may also decide 
to buy back shares even when their inside 
knowledge tells them that may not be the 
best investment available, in order to boost 
their company’s share price—and hence the 
value of their options. 

Consider a firm worth $100 with ten 
shares outstanding. If it distributes $10 by 
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paying a dividend of $1 per share, its shares 
will be worth $9 each afterwards, other 
things equal. But if the $10 is instead used 
to buy back one share, the firm's remaining 
nine shares will be worth $10. Or perhaps 
even more: share prices tend to rise after 
buyback announcements, because the mar- 
ket often takes them as a signal that manag- 
ers think the stock is undervalued. And 
prices may rise further once the company 
actually starts to buy shares back. So a boss 
with a stack of options to buy the compa- 
ny's shares at a set price has a strong incen- 
tive to repurchase shares. 

Firms that reward their executives 
heavily with options are much more likely 
to buy back their shares than those which 
use options sparingly or not at all, accord- 
ing to Christine Jolls of Harvard Law 
School. She finds that, if the average execu- 
tive in a firm that bought back its shares in 
1993 had instead handed back the cash 
through a dividend increase, his options 
would have been worth $345,000 less, 
other things again being equal. 

Ms Jolls dismisses alternative explana- 
tions for the association between options 
and buybacks. For instance, she says that 
firms are not buying back shares to finance 
employee stock-option programmes. The 
number of options granted in the previous 
year is not correlated with share buybacks. 
Nor are buybacks correlated with incen- 
tive-related pay generally, which one 
would expect if, say, the wisest firms went 
in for both rewarding managers' perfor- 
mance and buying back shares. 





So why are shareholders allowing 
bosses to do so well out of buybacks? Be- 
cause they benefit too, argues David 
Yermack of New York University's Stern 
School of Business He says corporate 


boards grant options to encourage 
buybacks because shareholders gain when 
share prices rise, as well as when managers 
invest in fewer wasteful projects. So bosses’ 
option profits are a price worth paying. 
Graef Crystal, an expert on executive pay, 
disagrees. He argues that few boards realise 
the true cost and impact of options. But so 
long as investors mark share prices up 
when buybacks are announced, a change 
in behaviour is unlikely. 





Insurance 


Can the empire strike back? 


TRIESTE 


With a bold takeover and a thorough facelift, Generali is fighting to catch up 
with Europe’s leading underwriters. It still has far to go 


HOVING his carry-on luggage into a 

crammed overhead compartment on 
the early-morning Alitalia flight from Tri- 
este to Milan, your correspondent was sur- 
prised to see Gianfranco Gutty, chief execu- 
tive of Assicurazioni Generali, doing the 
same thing five rows up. No corporate jet? 
“We're trying to save money, not spend it,” 
winks Mr Gutty. 

Europe’s fourth-largest insurer seems at 
last to be taking shareholder value seri- 
ously. Furious consolidation threatens to 
leave Generali further behind European ti- 
tans such as Allianz, AXA-UAP and Zurich 
Group, just when the arrival of a single Eu- 
ropean currency next January is about to 
make it easier for customers and investors 
to pick and choose among insurers from all 
over Europe. Until recently, these momen- 
tous changes seemed hardly to cause a ruf- 


fle behind the serene facade of Generali's 
Hapsburg-era head office. They do now. 

For decades, Generali has been a far- 
flung and fragmented dynasty not unlike 
the Austro-Hungarian empire in which it 
was born. Its 100-odd semi-autonomous 
subsidiaries squandered opportunities to 
co-operate to cut costs or boost sales. Head- 
quarters had the aura of an imperial court 
at which decision-making was shrouded in 
secrecy, leaving investors in the dark out- 
side the gates. Little attempt was made to 
communicate with the press, even on such 
inflammatory subjects as insurance claims 
on the company by Holocaust victims and 
their survivors. And, while Europe's insur- 
ance industry was in the throes of consoli- 
dation, Generali mostly stood by as an ob- 
server. 

Then, last November, it launched an 
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unexpected hostile bid for Assurances 
Générales de France, France's third-largest 
insurer. Germany's Allianz won the com- 
pany, but only after a deal that left Generali 
as the real winner: in return for ceasing a 
bidding war, it walked away with prizes 
from both the French and German compa- 
nies, including Aachener und Miinchener, 
the third-largest insurer in Germany, and 
three subsidiaries of the French Athéna 
group. For Generali, which had wooed both 
Aachener und Münchener and Athéna un- 
successfully in the past, “this was a victory,” 
says Mr Gutty. "We reached a goal we 
couldn't reach a year earlier." 

The deal put Generali back on the map. 
It boosted the group's premiums by more 
than half to 55 trillion lire ($31 billion), clos- 
ing the gap between Generali and Europe's 
top three insurers. It spiced up the business 
mix by adding strong franchises in the 
growing market for life insurance. And it 
added strong positions in both life and 
non-life insurance in the German market, 
Europe's largest, to its roster of leading mar- 
ket shares in life and property insurance in 
Italy, Austria, Hungary, Israel and Spain. If 
Generali was an Italian company with a lot 
of business abroad, it is now a European 
company with a strong home base. 

But buying into foreign markets does 
not mean making foreign profits. In its Ital- 
ian operations, Generali runs the tightest 
ship in the industry, keeping claims and ex- 
penses lower in relation to premiums than 
its rivals. Elsewhere, the story is different. 
Generali has tended to expand haphaz- 
ardly, sitting on foreign assets rather than 
making them sweat. By putting "a flag here, 
a flag there, without any focus,” says the 
managing director of a leading Milanese 
securities house, its managers have de- 
stroyed abroad the value they created at 
home. Generali now has to take the same 
tight-fisted approach abroad as at home. 

Where the group has streamlined its 
structure, the results have been encourag- 
ing. In Switzerland, Generali merged its 
five subsidiaries into one in 1996 and has 
doubled profit margins since. It is now in 
the process of doing the same with its 
French, Austrian and German subsidiaries, 
although it may take years before they are 
fully integrated. “It is not easy to change a 
group which is sospread," MrGutty admits. 

Generali's ties to Mediobanca make it 
no easier. The venerable Milanese invest- 
ment bank owns 12% of Generali. 
Generalis non-executive chairman, An- 
toine Bernheim, is a partner at Medio- 
banca and sits on its board, as does Mr 
Gutty. To complicate matters further, Mr 
Bernheim is also a partner in the Paris 
banking house, Lazard Freres, which owns 
5% of Generali and also has interlocking 
stakes with Mediobanca. 

Besides creating obvious conflicts of in- 
terest-Mr Bernheim bid for Assurances 
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Générales de France as chairman of 
Generali, while his bank charged Generali 
an advisory fee—this power web leaves 
other shareholders in the dark. There are no 
signs of Mediobanca relinquishing its 
grasp: last month, it announced a capital 
increase and the sale of some corporate 
stakes in order to take up its rights in a 
Generali share issue. 


Behind the curtain 


But Generali is aware that it cannot afford 
to ignore other shareholders as it used to 
do. Last July, management took what by its 
own standards was a huge step towards 
more openness. For the first time it met an- 
alysts in Milan, Italy's financial centre, to 
give them a peek behind the sparse in- 
formation in Generali's annual reports. It 
revealed 10.8 trillion lire in hidden re- 
serves, and promised to lift returns on eq- 
uity from 9% in 1996 to 14% by 2000. 
Generali still has no investor-relations staff, 
but analysts can telephone its 44-year-old 
general manager, Giovanni Perissinotto, 
whom they credit with the soundest share- 
holder-value vision in the company. 

Mr Perissinotto, who has experience in 





Did Kafka write the plot? 
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London and New York and no ties to 
Mediobanca, is acutely aware of Generali's 
weaknesses. Over half of the group's premi- 
ums come from the growing market for life 
insurance. Italy and Spain, where Generali 
is strong, are the fastest-growing of them all. 
To profit from this trend, Generali must be- 
come a world-class investor of its custom- 
ers’ retirement savings. Yet its asset man- 
agement skills pale against the 
competition. Since 1996 Zurich has bought 
up two big American fund managers, 
Kemper and Scudder, Stevens & Clark, as 
well as Threadneedle Asset Management in 
Britain. AXA-UAP has one of the most pow- 
erful asset-management organisations in 
Europe and controls Alliance Capital, one 
of America’s biggest fund managers. All 
Generali owns is a small Italian mutual- 
fund manager. Mr Perissinotto says he 
would like to buy a bigger name, but many 
of the best have already been snapped up. 

Generali also lags behind in another 
trend in the industry: the convergence of 
insurance with banking. The group has ar- 
rangements to sell its policies over about 
4,000 bank counters in Italy. But it remains 
sceptical about the value of new distribu- 
tion channels and rules out buying a bank. 
“If you permit, it’s all bullshit,” says Giam- 
paolo Brugnoli, head of its Italian insur- 
ance business. “The way to make money is 
the old way"—that is, by sending agents to 
knock on people's doors. 

In other words, Generali embraces 
change the Generali way—conservatively. 
The question is whether it can afford to be 
so cautious in a business that is racing 
ahead at break-neck speed. "If you look at 
how fast the others are changing, Generali 
is moving like a tortoise,” says one Mila- 
nese investment banker. The stockmarkets 
seem to agree with him (see chart). Perhaps 
this should come as no surprise. This is af- 
ter all a company mired in bureaucracy so 
impenetrable it could have jumped out ofa 
Kafka novel. As it happens, Franz Kafka was 
an employee in the Prague branch of 
Generali. 
————Q EEE see 
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Today just growing a business isn't enough. Creating shareholder value over 
the long term is the name of the game. At VEBA, a $46 billion German company, we 
manage a group active in the fields of electricity, chemicals, oil, distribution, logistics, 


real-estate management and telecommunications. 


And we concentrate on markets in which we are now, or have the potential to 
become, the #1 or #2 player. In an increasingly challenging business world, it's good 
to know that managing for the long run pays off: over the past five years, we've more than 


tripled our share price. 


OUR V STANDS FOR VALUE. 





If you share our point of view it's time you learned more about VEBA. 
For further information, you can reach us by: Phone: ++49 (211) 4579-600, Fax: ++49 (211) 


4579-532. or Internet: www.veba.com 
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The war over poverty 


vernments are keen to reduce the number of poor people. It would 


help i Ip ifthey knew how to count them 


A poor will always be with us—but 
are there more of them than there 
used to be, or are there fewer? Answering 
that question is almost as tricky for econo- 
mists as tackling poverty is for politicians. 
And nearly as important, because with- 
out agreement on how to measure the ex- 
tent of poverty, it is hard to know whether 
policies to reduce it are working. 

The best-known measure is the “pov- 
erty line", the amount of income below 
which a family is deemed to be in poverty. 
While beloved of  headline-writers, 
though, the poverty line is almost unani- 
mously derided by economists. The rea- 
son is that reported income is not a par- 
ticularly useful measure of well-being. 
Notably, it misses earnings from infor- 
mal work, as well as the value of free 
health care and education provided by 
the government. So in principle, econo- 
mists widely agree, the way to measure 
poverty is to look at what people con- 
sume. There, alas, the unanimity ends. As 
a pair of recent articles* in the Journal of 
Economic Perspectives makes clear, mea- 
suring families consumption can be even 
harder than measuring their incomes. 

How much people consume can be 
gauged from surveys such as America's 
Consumer Expenditure Survey or Brit- 
ain's General Household Survey. These 
can pick up important details that in- 
come surveys will miss—a family's com- 
fortable residence in a house it inherited, 
for example—and track increased owner- 
ship of goods such as washing machines. 
But consumption measures can be 
ambiguous, too. Suppose that families at 
the bottom of the income ladder are eat- 
ing less beef. Have they grown poorer, or 
are they trying to follow a healthier diet? 

Despite these measurement prob- 
lems, most observers agree that poverty 
fell in America during the booming 1950s 
and 1960s. But they disagree on the record 
since then (see chart). The dispute be- 
tween the two authors, Dale Jorgenson of 
Harvard University and Robert Triest of 
the Federal Reserve Bank of Boston, illus- 
trates how important methodology is in 
judging that most basic of concerns, eco- 
nomic well-being. Mr Jorgenson and Mr 
Triest part company on two technical is- 
sues: how much the poverty level should 


* “Did We Lose the War on Poverty?” by Dale Jorgenson 
and “Has Poverty Gotten Worse?" by Robert Triest. Win- 
ter 1998. 


ECONOMICS FOCUS 


be adjusted over time for changes in the 
cost of living, and how much age and 
family size affect families’ spending 
needs. As a result of these methodological 
differences, Mr Jorgenson thinks Ameri- 
ca’s poverty problem is diminishing, 
while Mr Triest believes it is getting worse. 

Mr Jorgenson argues that the poor's 
living costs are not rising as fast as the 
consumer-price index, the usual measure 
of changes in the cost of living. This is in 
line with the widespread view among 


Poor data 
% of population living in poverty 


Sources: US Census Bureau; Journal of Economic Perspectives 


economists that the index overstates price 
increases for a variety of reasons, such as 
inadequate measurement of improved 
product quality. That means fewer people 
may actually be poor, because their 
spending is higher in real terms than sur- 
veys suggest. 

Mr Triest is not so sure. He points out 
that many of the quality improvements 
which bedevil the consumer-price index 
are irrelevant to the poor, who are un- 
likely to buy the latest cars and comput- 
ers. In fact, he argues, poor people's living 
costs may be rising faster than consumer- 
price inflation. As society as a whole gets 
richer, he says, demand for the inferior 
goods the poor consume tends to dwin- 
dle. For example, buses offer less frequent 
service at higher fares, forcing the poor to 
pay more for public transport or even to 
spend their scarce resources on cars. 

Besides, Mr Triest argues, measuring 
poverty simply by adjusting consump- 
tion spending for inflation misses an im- 
portant aspect of poverty. As society 
grows richer, its notion of a minimum ac- 
ceptable living standard changes. 
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Whereas a bathroom and a telephone 
were once luxuries, most Americans now 
consider them necessities. Poverty mea- 
surements that don't take such attitudinal 
changes into account will miss many peo- 
ple who, by the generally accepted stan- 
dards of the day, are genuinely poor. 


Family problems 


The second issue which separates the two 
scholars is how to allow for families' dif- 
fering needs. Mr Triest's approach adjusts 
families spending needs according to 
two assumptions: that two people living 
together must spend less to achieve a 
given living standard than two people liv- 
ing apart; and that children need less 
than adults. He calculates a range of pov- 
erty rates by making different assump- 
tions about the needs of married versus 
single parents and the relative cost of chil- 
dren. Mr Jorgenson takes a different tack. 
He allows for many more factors, includ- 
ing which region ofthe country the family 
lives in, whether it is urban or rural, and 
the age and sex of the household head. 

That seems like a good idea. But there 
are big flaws in Mr Jorgenson's approach. 
In order for his statistical estimates to be 
valid, he has to assume that a poor couple 
which decides to have a child needs the 
same proportionate increase in spending 
to maintain its living standard as a rich 
couple. Yet surveys show that poor fam- 
ilies may need a proportionately bigger 
increase than rich ones. Moreover, judg- 
ing children's needs from how much their 
parents spend on them is controversial: 
some parents choose to spoil their kids, 
while others teach theirs austerity. 

These weaknesses would not matter 
too much if Mr Jorgenson came up with 
plausible numbers. But his results imply 
that a two-person household headed by a 
man of 50 living on a farm in the south 
needs 4.6 times as much spending as a 
three-person family headed by a 30-year- 
old woman living in a city in the west. 
This strange outcome partly reflects Mr 
Jorgenson’s finding that households 
headed by men consume much more 
than households headed by women. 

Mr Jorgenson’s analysis convinces 
him that the American government's 
anti-poverty efforts, aided by economic 
growth, have some success. Mr Triest con- 
cludes that a slow economy in the 1980s 
kept poverty high. Yet neither marshalls 
much evidence. No surprise there. Decid- 
ing whether America’s poverty problem is 
getting better or worse is tough enough. 
Deciding why may be impossible. 
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Dusty genesis 


First come stars, then—sometimes—planets form around them. But how, and 
how often? Some new research is beginning to answer those questions 


N THE beginning, says a well-known 

tale, the earth was without form, and 
void. Not far wrong, say astronomers. In the 
beginning, they think, the solar system was 
a vast cloud of dust and gas, and it con- 
tained neither forms nor voids. But after 
most of it had coalesced into a nascent sun, 
there remained a tenuous disc several bil- 
lion miles across. In it, some lumps, still 
pretty formless, slowly grew, and their new- 
found gravitational pull swept away 
nearby debris, leaving a void in the inner 
part of the disc. 

The sight of a similar dusty ring around 
another star might, therefore, signal planets 
being created there too. In the past couple 
of years astronomers have found fully 
grown planets around several stars, but 
have had little luck at catching them being 
hatched. Now, however, some researchers 
have managed to record images of four 
nearby stars, all in relative youth, that hint 
that they may be incubating new planets— 
some perhaps earthlike. 

Pictures of newborn stars (those a mere 
million years old or so) ensconced in 
clouds of dust are commonplace. Roughly 
half of these baby stars are thought to have 


THE ECONOMIST APRIL 25TH 1998 


dust clouds. But around stars several mil- 
lion years older—the age when planets are 
thought to be forming—most of the dust 
has either coagulated into lumps too dim 
to be visible, or dispersed; so the dust that 
remains is much harder to see. 

The astronomers overcame this by us- 
ing cameras that pick up infra-red rather 
than visible light (like the thermal imaging 
cameras used for seeing in the dark). The in- 
fra-red light from dust heated by a star has a 
much longer wavelength—ie, is cooler— 
than most of the light from the star itself, so 
a camera tuned to the right wavelength can 
pick out a dust disc without being totally 
blinded by the stellar glare. 

Wayne Holland, currently at the Uni- 
versity of Hawaii at Hilo, and his col- 
leagues, who have just published their re- 
sults in Nature, looked at three stars: Vega 
(350m years old), Fomalhaut (200m years), 
and Beta Pictoris (between 10m and 100m 
years), all within a few dozen light years of 
the earth. All three had dust discs at least 
twice as wide as the solar system, but weigh- 
ing no more than a few times as much as 
the earth's moon. In other words, they con- 
tained just a few millionths of a gram of 


dust in each cubic kilometre. The older the 
star, the less dust it had, showing that as 
time passed the dust was going somewhere. 

The question is where. Fomalhaut's disc 
has a hole in the middle, of the kind that 
any planets around the star would have 
swept out. And the hole's outer edge is 
roughly where rocky planets, like the inner 
planets of this solar system (including the 
earth), are expected to be. But the dust in the 
region of the hole could also have fallen 
into the star or been blown away by its radi- 
ation (the "stellar wind"). For now there is 
no way to tell, except to look for warps or 
blobs in the disc caused by planets hiding 
in it. That will require sharper pictures than 
Dr Holland and his team could get. 

For Vega and Beta Pictoris, though, the 
researchers found the converse. They saw 
no hole in either disc (although Beta 
Pictoris has previously been shown to have 
one), but both stars had blobs nearby—big 
blobs. These have the researchers baffled. If 
they are caused by planets orbiting the 
stars, the planets should be big enough to 
see from the light they reflect —but none of 
them is. Moreover, Beta Pictoris was until 
now the only known example of a possible 
planet hatchery. Pictures of its disc taken 
using visible light show a warp, suggestive 
of a large planet. But the blob seen by Dr 
Holland's team is in a different place. 

Meanwhile, two teams of researchers— 
one led by Ray Jayawardhana at Harvard 
University and Scott Fisher of the Univer- 
sity of Florida in Gainesville, the other by 
David Koerner at the California Institute of 
Technology in Pasadena—have indepen- 
dently been looking at a star 220 light years 
away, which goes by the less poetic name of 
HR4796A. Its envelope of dust was discov- 
ered earlier by Michael Jura at the Univer- 
sity of California, Los Angeles, and his col- 
leagues; the latest result shows that the dust 
envelope is indeed a disc, with a hole in the 
middle the size of the solar system. 

At 10m years old, HR4796A is the youn- 
gest of the four, and just at the age when 
planets may start to form. And according to 
Dr Holland, it fits the pattern: its disc con- 
tains more dust than the other three. But 
the dust still weighs no more than the earth, 
which means most of the original dust has 
already gone somewhere. So far, though, 
there are no other clues to its fate. And, re- 
marks Dr Jayawardhana, even if the dust 
has stuck together into lumps, the lumps 
may be the size of planets—or still only the 
size of golf balls. 

But HR4796A does have one other par- 
ticularly intriguing feature: a companion 
star. Aptly dubbed HR4796B, it keeps a wary 
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distance of nearly 80 billion kilometres (50 
billion miles) from its bigger sibling. Most 
stars in the galaxy are, in fact, in binary sys- 
tems, and astronomers have been wonder- 
ing whether the gravity of a second star 
nearby might disrupt a dust disc too much 
for planets to coalesce. 

HR47964A helps answer that. Though its 
disc comes to an unusually sharp edge at 20 
billion kilometres (125 times the earth’s dis- 
tance from the sun), the rest looks unruf- 
fled—the perfect place, maybe, to nestle in- 
fant planets without form. 





Untangling the 
Web 


URFING the World Wide Web is in- 
creasingly frustrating. As the Web ages 
and its girth expands, two problems are 
more and more likely to thwart eager seek- 
ers of useful information. One is the in- 
creasing chance of encountering the an- 
noying geek-speak “404 Not Found” that 
pops up and brings a hunt to a halt, signal- 
ling that the website being sought 
is defunct or has moved, and no 
one has bothered to leave a note 
Saying where it has gone. Such 
“broken links” are on the rise as 
old websites are abandoned or 
moved to different computers. 
Worse than this by far is the 
volume of junk retrieved when 
panning for gold with one of the 
Web’s search engines. A com- 
puter searching the Web’s 320m 
pages (and counting) can reach at 
no more than a third of 
them. Moreover, being unable to 
distinguish between (potato) 
chip, (micro) chip and (Mr Fred) 
Chip, search engines haul back 
every reference they find regard- 
less of whether or not it makes 
sense, Add to this the fact that the 
current way of presenting and transmitting 
data over the Web, the HyperText Markup 
Language (HTML), is increasingly outdated, 
and the World Wide Web looks more like 
the World Wide Mess. 


Electronic Esperanto 


In hope of straightening out these tangles, 
the World Wide Web Consortium, the 
Web's governing body, has recently re- 
leased a new standard for creating Web 
pages. It claims that the new programming 
lingo, called Extensible Markup Language 
(xM1 for short) will abolish most of the ago- 
nies and restrictions imposed by HTML, 
and thereby make the problems of broken 
links and junk easier to solve. 
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HTML has contributed enormously to 
making the Web accessible to ordinary peo- 
ple: it is simple and compact. But as Web 
pages burgeon with ever more complex de- 
signs and fancy features to show informa- 
tion, writers of HTMLare starting to feel as if 
they are trying to do calculus with an aba- 
cus. Meanwhile, to make some of the new 
features work, rival makers of browsing 
software (such as Netscape and Microsoft) 
have adopted different standards, making 
life still more hellish for those who design 
and maintain websites. Over the past few 
years, therefore, it has become clear that a 
more flexible and powerful way of present- 
ing data on the Web is needed if Internet 
business is to compete with business by 
mail order. Hence the hope placed in XML 

XML is not an improved version of 
HTML, but a simplified dialect of the 
mother of all document-defining lan- 
guages, the definitive but labyrinthine 
Standard Generalised Markup Language 
(SGML). SGML was pioneered by 1BM in the 
1960s and is still used as the global stan- 
dard in the aerospace industry as well as by 
chip makers and other manufacturers for 
managing their technical documents. XML 
is not as powerful as SGML, but it is much 
easier to use. 





At first glance, a Web page written in 
XML looks just like one in HTML Both use 
"tags" at the beginning and end ofthe vari- 
ous components on a page (for instance, H1 
for the biggest headline, p for paragraph, 
IMG for image, and so on). But here the 
similarity ends. Whereas HTML has à set 
lexicon of about 90 tags, XML has an infi- 
nite one: authors of XML documents can in- 
vent their own tags. The tag names, and 
what they mean, are left for the author to 
define depending on the subject matter. 

This sounds splendid—but it presents a 
problem for browsers such as Netscape 
Navigator and Internet Explorer, which 
will need somehow to interpret all of these 
new tags. Thus each XML document must 


be provided with an appendix, known as 
the Document Type Definition (DTD), a 
kind of glossary containing information 
on the nature of the document's content, 
the tags used for various elements, as well 
as a listing of where in the document the 
tags occur and how they fit together. 

Creating such an appendix can be ardu- 
ous. But they will not always need to be 
built from scratch. Because XML is a 
stripped-down version of its mother 
tongue, the thousands of prp appendices 
already written for SGML can be used seam- 
lessly with XML And ifan xML document is 
built conforming to certain predefined fea- 
tures, it may not need a DTD at all. Such a 
"well-formed" document is simply read by 
a browser in a particular way, much as an 
HTML document is read now. 

XML ought to help with broken links 
and junk. It will have a far more sophisti- 
cated way of defining “hypertext links" (the 
words underlined in blue on Web pages to- 
day), which should make it easier to keep 
connections between different Web pages 
current. And because it allows more detail 
to be included in documents, searching for 
specific topics should become more accu- 
rate, avoiding many of the accidental 
mismatches. Navigating through websites 
should become more sophisti- 
cated too. Future browsers could 
have Up and Down buttons as 
well as Back and Forward ones, 
allowing users to dig down into 
data "nested" inside other data. 

XML will also allow Web de- 
signers, if they are clever enough, 
to present data in many new 
ways. For example, they could 
easily provide different views of 
the same data—such as an in- 
struction manual that grows ever 
more detailed as the user learns 
more. Or think of the savings a 
media group could make by not 
having to reformat a master XML 
document when publishing it as 
a book or CD-ROM, instead of as a 
set of Web pages. 

But the biggest role that XML 
is expected to play is in integrating the way 
that existing paper documents—invoices, 
loan applications, contracts, insurance 
claims, you name it—are exchanged be- 
tween organisations around the world. 
Imagine what the world would be like if 
one company's computer system could 
automatically read any other organisa- 
tion's documents—and make complete 
sense of them? This is the goal that the tech- 
nique known as Electronic Data Inter- 
change has struggled, unsuccessfully, to 
achieve for years. Though efforts have 
barely begun, there is a chance that XML 
could actually make that happen. If it did, 
business on the Web could run riot. 





THE ECONOMIST APRIL 25TH 1998 


Antimatter 


Trapped 


UCKILY, in this universe, antimatter— 
matter's ineffable opposite—is in short 
supply. If it were not, any material thing— 
even a person—would vanish in a great 
flash of light on encountering a sufficiently 
large quantity of antistuff. Nonetheless, 
many physicists would like to live more 
dangerously. They yearn for easier access to 
antimatter. If enough of it sat still for long 
enough, they could test fundamental theo- 
ries—such as those that predict that matter 
and antimatter should behave in the same 
way—with enormous precision. Or they 
could probe the structures of complicated 
molecules far better than they can now. 
Help is on the way. Some radioactive el- 
ements spew forth antimatter as they de- 
cay. Radioactive sodium, for instance, 
emits positrons—the antiparticles of elec- 
trons, identical to their matter counterparts 
except that they have a positive charge. 
These positrons, if they could be captured, 


Pressure paints 


O DESIGN efficient aeroplanes, tur- 

bine engines, rotors and the like, en- 
gineers need to know how the patterns of 
temperature and pressure on the sur- 
faces of these things change when they 
are in action. For instance, the distribu- 
| tion of pressures on the wings of an air- 
| craft can determine whether the flow of 
| air is going to be smooth or turbulent. 
| 


Turbulent flow increases drag through 

the air about tenfold, so designs for the 

best planes try to minimise this. 
| At present, measuring pressure and 
temperature on such objects is tricky. 
| Probes must be installed on various parts 
. of the machine's anatomy, a procedure 

that is both expensive and inconvenient. 
| Hence the interest in some sensitive new 
| paints. At a meeting this week of the 

American Physical Society in Columbus, 
| Ohio, John Sullivan of Purdue Univer- 
| sity, in Indiana, described a paint that he 
| and his colleagues have developed that 
| can sense temperature and pressure. 
| The sensing is done by a luminescent 
| molecule, such as a ruthenium complex, 
| which is mixed into a paint-like fluid. 
Luminescent molecules emit light when 
their electrons, excited by, say, laser light, 
acquire some extra energy. Not being 
well equipped to handle this energy, the 
electrons almost immediately shed it in 
the form ofa flash of light. 

But in pressure-sensitive paints, ex- 

cited luminescent molecules dump 
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would yield a lot of information. Bita 
Ghaffari, a physicist at Rice University in 
Houston, Texas, has succeeded in devising 
a powerful positron trap. Her efforts led to 
a discovery so surprising that at this week's 
meeting of the American Physical Society 
in Columbus, Ohio, she received an award. 

The idea of snaring antimatter is not in 
itself a new one. Since positrons would im- 
mediately disappear if they touched any 
corporeal body, they must be caught within 
devices known as "Penning traps", which 
use electric and magnetic fields as the 
prison walls. Dr Ghaffari's Penning trap 
(known as the “Michigan trap”, for that is 
where she did the work) is an aluminium 
cylinder, 70cm long, but just a few 
centimetres in diameter, wrapped with 
copper coils to produce the magnetic field. 

The whole thing sits in a vacuum cham- 
ber. At one end of the cylinder is the radio- 
active sodium, busily emitting positrons. 
As the particles enter the trap, the magnetic 
field forces them to travel in spiral orbits so 
that they cannot crash into the walls of the 
cylinder, and a strong electric field plugs up 
the far end, corking up that route of escape. 


some of their energy into the oxygen in 
the air in a way that prevents them from 
lighting up. Since the amount of oxygen 
the paint gets depends on the air pres- 
sure, the greater the pressure, the less the 
paint glows. Temperature-sensing paints 
work similarly—they use luminescent 
molecules that light up according to how 
much they are vibrating, glowing less 
(and shaking more) when they are hotter 
and glowing more (and shaking less) 
when they are cooler. 

In their latest experiment, Dr Sulli- 
van and his colleagues painted the 
blades of a rotor with both temperature- 
and pressure-sensing paints, shone laser 
light on to them, and mapped out the 
temperatures and pressures as the blades 
whirred around as fast as 14,000 rota- 
tions per minute. As expected, the re- 
searchers found that the temperature of 
the blades rose as the blades twirled 
faster and faster. More important, they 
found that a shock wave developed on 
the blades of the rotor. Shock waves 
make engines less efficient. With the 
paint, Dr Sullivan says, the researchers 
could measure pressure in places that 
were inaccessible to ordinary sensors. 

For now, aeroplanes and rotors are 
not slathered routinely with tempera- 
ture- and pressure-sensitive paints be- 
cause their sensitivity needs to be im- 
proved. But one day all aeroplanes may 
glow in the dark. 
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But for crafty positrons, there is still a way 
out. When they hit the electric field at the 
end of the cylinder, they bounce off it, spi- 
ral back towards the entrance, where they 
run into matter, and annihilate. In the past, 
most positrons entering such traps have 
been lost this way: traps have generally re- 
tained less than '2% of those entering. 

Most attempts to trap positrons more 
efficiently have involved doing something 
to them to try and stop them from getting 
back to the trap's entrance. Dr Ghaffari did 
something simpler: she raised the voltage 
at the entrance so that the positrons would 
have to have more energy to get free. The 
result was astounding. She discovered that 
she was capturing up to 50% of her posi- 
trons, 100 times more than earlier efforts, 
and far more than expected. After exhaus- 
tive computer simulations of the system, 
Dr Ghaffari discovered that the reason for 
this surprising efficiency was that her 
change to the system induced some of the 
positrons to behave “chaotically”. 

Simply put, a chaotic system is one 
whose final state is extremely sensitive to 
the initial conditions: if you change the be- 
ginning a little, you change the end a lot. 
The weather and the stockmarket are cha- 
otic in this sense, which is what makes their 
behaviours so hard to predict. But most 
physical systems, and the behaviour of pos- 
itrons, are not usually so sensitive. 

In traditional Penning traps, the radius 
of each positron's orbit through the tunnel 
stays, on average, the same. But in Dr 
Ghaffari's trap, the orbits of some of the 
positrons swelled in size, causing them to 
lose energy while looping back towards the 
entrance. This is what doomed them. Dr 
Ghaffari's models showed that the differ- 
ence between escape and capture turned 
on the finest differences in starting posi- 
tion or momentum. 

This discovery is sure to have some 
practical uses. Chaotic systems are hard to 
experiment on. By making her positrons 
behave chaotically, Dr Ghaffari has inad- 
vertently created a simple system in which 
chaos may be more easily studied. 
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New Publications 





Asian Development Outlook 1998 


Has the Asian miracle ended? How will the current financial 
and currency crises affect future economic growth? Will the 
Asian economies grow and prosper once again? Do they have 
adequate human resources for building up prosperity? 
These are some of the economic 
and development issues addressed 
in the 1998 edition of the Asian 
Development Outlook, ADB's annual 
survey of economic progress in its 
developing members in the Asian and 
Pacific region. In this 10^ anniversary 
issue, the Outlook takes an in-depth 
look at the issue of population and 
human resources. The Outlook also 
provides an analytical framework within which to examine 
the experiences of different developing members in 
harnessing human resources, and suggests strategies for 
investing in human capital to foster greater international 
competitiveness and enhance overall development impact. 





Growth Triangles in Asia: 

Second Edition 

A form of regional economic cooperation that has gained 
rapid acceptance in Asia during the past decade, growth 
triangles bring together the 
resources of neighboring countries to 
foster economic development. The 
papers in this collection focus on six 
Cases. 

The first edition of this book was 
an outcome of the Workshop on 
Growth Triangles in Asia, held in Ma- | 
nila in February 1993. This exten- em 
sively updated edition, which includes | 
four new chapters, defines, explores, 
and debates the issues surrounding the establishment and 
development of growth triangles and discusses their 
potential. The contributors are all regional scholars, well 
known for their experience and expertise in the field. 


Growth 
irvangte » | 


rm US | 


For these and other ADB publications, contact 
Asian Development Bank, Publications Unit, 
PO. Box 789, 0980 Manila, Philippines 
Fax: (632) 636-2648; E-mail: adbpub(@mail.asiandevbank.org 


Asian Development Bank 





Here’s an enormous brief- 
case that can double as your 
suitcase. It can carry letter- 
size manila file-folders and 
letter-size binders stacked 
vertically, side-by-side. It’s 
a ‘legal’ carry-on. 

You can pack your suit and 
shirts wrinkle-free in your 
22” Litigation Bag with 
Glaser Insider ™ dividers. 


T S 
FRANCS 





Send for a FREE copy 


Pf 
Litigation Bag. 


22x14 x 8" 
Walnut or black leather. $1050. 


Our Traveler's Briefcases 
double as your laptop bag. 
Your laptop's protected by 
our padded, Flexible Un- 
wreckable"" frame. 


Twelve of us work together 
to design and make Glaser 
Travel Goods in our San 
Francisco studio. We sell 
direct to you. Please call 
for our free catalog. 


GLASER DESIGNS 


TRAvEL Goops MAKERS 
32 OTIS ST. SAN FRANCISCO, CA 94103 


PHONE 415-552-3188 FAX 415-431-3999 
TOLL FREE 800-234-1075 ECON@GLASERDESIGNS.COM 
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The Good Book Guide 


‘No true booklover should be without it’ 


Beryl Bainbridge 


If you enjoy reading about the best and latest books, 
videos and CD-ROMs published, and appreciate being able to 
order them from the comfort of your own home, send for the 


new Good Book Guide. 


Lavishly illustrated, the magazine is packed with concise, 
witty reviews of over 300 titles. Hardback, paperback, 
fiction, non-fiction, video cassette and CD-ROM ... each has 
been selected and recommended by an independent and 


experienced reviewer, such as Beryl Bainbridge, Christopher 
Hibbert, John Gribbin or Keith Waterhouse. And they are 
available for immediate despatch, anywhere in the world, at 
London bookshop prices. 


So don't delay, reply now — by phone, fax or post — and 
we'll send you a FREE copy of the latest Guide and a £5.00 


Mr/Mrs/Miss/Ms 
Address 


token to put towards your first order! 


The Good Book Guide Offer, 24 Seward St, London, EC1V 3GB, UK 
Tel «44 (0)171 490 9900 Fax «44 (0)171 490 9908 





MOREOVER 


The literature of food scares 


SAN FRANCISCO 


Books about food scares are now appearing almost as frequently as food 


scares themselves 


NE of them, “Toxin”, has hit the New 

York Times's list of bestselling fiction. 
None of them, however, can hope to have 
anything like the impact of “The Jungle”, 
written over 90 years ago by a social activ- 
ist, Upton Sinclair. His account of the filthy 
conditions in Chicago's giant slaughter- 
houses so outraged the American public 
that within months of the book's appear- 
ance in 1906 the Congress passed the Pure 
Food and Drug Act. 

Like "The Jungle", “Toxin” is a work of 
fiction. But there the similarity ends. In 
"Toxin" every character is a cartoon; in 
"The Jungle" the reader is made to discover 
turn-of-the-century meat-packing's horrors 
through the eyes of an impoverished Lith- 
uanian immigrant named Jurgis Rudkus 
who struggles with their impact on his life. 

"Toxin" follows the pattern of Robin 
Cook's previous books, “Contagion” and 
"Fatal Cure". The death of young Becky 
from eating an undercooked hamburger at 
a local fast-food outlet called Onion Ring 
drives her father, Kim Reggis, a newly-di- 
vorced cardiac surgeon, to uncover "the 
shocking truth" about government and 
beef-industry complicity in the processing 
of E. coli-tainted meat. 

Kim is aided first by Marsha Baldwin, a 
willowy, renegade meat inspector, and (af- 
ter Marsha is unkindly introduced to some 
meat-processing equipment) by Dr Reggis's 
ex-wife Tracy. Kim and Tracy are then fol- 
lowed by Kelly Anderson, a local television 
news reporter panting for a big story, and 
by not one but two hit-men: one is incom- 
petent; the other is from Chicago. 

The plot, at best, is unlikely, and more 
often ridiculous. The local cattle baron lives 
in a porticoed mansion outside town and 
is named Buddy Bo. Carl Stahl, the chief ex- 
ecutive officer of Onion Ring's parent com- 
pany, Foodsmart (echoes here of Food- 
maker, the parent company of the Jack in 
the Box chain where four real children died 
from eating undercooked hamburgers in 
1993), convinces Tracy to join him in Aspen 
for a weekend. But readers already know 
he's a rogue because he drives a Lam- 
borghini and has tried to buy the affections 
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of young Becky with diamonds. 

By the end of the story one bad guy is 
dead; Dr Reggis and Tracy are on their way 
overseas so they can continue to reform the 
American meat industry from a bunker 
elsewhere; and the Tv news reporter's 
daughter has a stomach-ache after having 
recently eaten an Onion Ring burger. Ouch! 

The best of the food-scare books, Nicols 
Fox's "Spoiled: The Dangerous Truth 
About a Food Chain Gone Haywire", will 
sell only a fraction of the copies of “Toxin”, 
but its impact will be more enduring. Ms 
Fox, who has contributed occasional arti- 
cles to The Economist, endeavours to un- 
cover why pathogens such as E. coli 0157 
and diseases such as BSE seem to be over- 
whelming the meat industry worldwide. 

Armed with some compelling statis- 
tics—for example, salmonella, perhaps the 
commonest food-borne pathogen, con- 
taminates up to 60% of chicken—Ms Fox 
points fingers of blame at the intensive- 
farming techniques used in most indus- 
trial nations and at the increased global 
trade in foodstuffs which has given the 





Toxin. By Robin Cook. G.P. Putnam's 
Sons; 384 pages; $24.95. Macmillan; 
£16.99. 


SPOILED: THE DANGEROUS TRUTH ABOUT 
A FOOD CHAIN GONE Haywire. By Nicols 
Fox. Basic Books; 4.48 pages; $25. 


DEADLY FEASTS: TRACKING THE SECRETS 
OF A TERRIFYING NEW PLAGuE. By Rich- 
ard Rhodes. Simon & Schuster; 256 
pages; $24 and £14.99. 


MAD Cow USA: COULD THE NIGHTMARE 
HAPPEN Here? By Sheldon Rampton 
and John Stauber. Common Courage 
Press; 256 pages; $24.95. 


SLAUGHTERHOUSE: THE SHOCKING STORY 
OF GREED, NEGLECT, AND INHUMANE 
TREATMENT INSIDE THE US MEAT INDUS- 
TRY. By Gail Eisnitz. Prometheus Books; 
325 pages; $25.95. | 
E. COLI 0157: THE TRUE STORY OF A MOTH- 
ER'S BATTLE WITH A KiLLER MICROBE. By 
Mary Heersink. New Horizon Press; 304 
pages; $22.95. 


Mass LISTERIA: THE MEANING OF 
HEALTH Scares. By Theodore Dalrymple. 
Andre Deutsch; 158 pages; £8.99. Trafal- 
gar Square; $17.95 





pathogens unprecedented rights of way. 
Though her agricultural preference is 
for neighbourly farmers selling locally 
grown meats and vegetables to friends, 
family and townsfolk, Ms Fox’s attitude is 
far from reactionary: she states that the key 
to safer food is not the size of the farm or the 
efficacy of government regulation, but phi- 
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losophy. “The key word to put back into 
our complex relationship with food is re- 
spect—for the lives of animals, for how 
foods are grown and harvested, for the con- 
ditions of those who do the harvesting and 
the preparing, and finally, for ourselves 
and our families and what we put into our 
bodies,” she writes. 

Richard Rhodes, who won a Pulitzer 
prize for his history of the making of the 
atomic bomb, focuses specifically on the 
BSE Crisis in “Deadly Feasts”. The book, al- 


ready reviewed in The Economist (April 
19th 1997), is due out in paperback in May, 
and whilst it is without question an enter- 
taining read (good cannibal books are not 
easy to find these days), it suffers from over- 
hasty writing. Unlike Ms Fox’s book, for ex- 
ample, it has no notes or bibliography. 
“Mad Cow USA” by Sheldon Rampton 
and John Stauber and “Slaughterhouse” by 
Gail Eisnitz are both polemics, and add 
nothing of substance to the food-safety lit- 
erature. Messrs Rampton and Stauber, who 


both work for the Centre for Media & De- 
mocracy in Washington DC, try to scare 
Americans into believing that a BSE epi- 
demic is just around the corner. But the sin- 
gle piece of evidence supporting their 
claim—the connection made between a 
spongiform outbreak on a Wisconsin mink 
farm and the feeding of the mink on meat 
from weak and dazed cattle—has yet to be 
substantiated by other research. 

Gail Eisnitz investigates the meat in- 
dustry from the perspective of an employee 





 Ataste for tradition 


Old-fashioned food is making a comeback 


OT so long ago “good English food" 
was regarded as an oxymoron by 
foreign visitors to Britain. In joking about 
| the horrors of insensitive European har- 
| monisation, they ranked English chefs 
alongside Swedish comedians, Italian tax 
accountants and Spanish animal-welfare 
officers. 
| But in recent years the soaring reputa- 
tion of the best English restaurants has 
stilled the laughter. The food at 
smart English dinner parties has 
also improved dramatically as 
hosts have picked up tips from tele- 
vision chefs like Delia Smith, 
whose books routinely soar to the 
top ofthe bestseller lists. 

English culinary schools have 
benefited mightily from this na- 
tional enthusiasm for good food. 
Typical is the Bath School of Cook- 
ery, which occupies a comfortable 
19th-century country house and is 
provisioned by a two-acre walled 
garden of herbs, fruit and vegeta- 
bles. It offers a number of courses, 
including a basic one that intro- 
duces students to dishes that 
would have been familiar to Mrs 
Beeton, but which now come in a 
healthier guise: spotted dick with- 


| out suet, for instance, or minced Maiden fayre 


chicken substituted for minced 
beef in meat puddings. 

Pubs must share the praise for this re- 
vival of interest in traditional English 
food. Their improved menus have helped 
influence the curriculum at cooking 
schools as well as boosting the demand 
for places. A Rip Van Winkle would be 
amazed, The food grudgingly provided 
by most public houses in England used to 

| benotoriously bad: curly sandwiches and 
concrete pork pies. But in the past few 
years, with stricter enforcement of drink- 
and-drive laws curtailing alcohol con- 
sumption outside the home, the quality 
of its “blackboard” or counter menu has 
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often become as vital to a pub's reputa- 
tion (and profits) as the quality of its beer. 

Many pubs now serve good, tradi- 
tional English grub. Such dishes as cot- 
tage, shepherd's and fisherman's pie, 
corned-beef hash, and  bubble-and- 
squeak provide the main courses; sherry 
trifles, summer puddings and fruit tarts 
are among the favourite desserts. 

At schools like Bath, the traditional 





ways of doing things are also drummed 
into students: glaze white bread and pies; 
put pastry leaves on meat pies but never 
on fruit pies; angelica and cherry to top 
off tipsy trifles; a china blackbird helps 
whet the appetite as well as let steam es- 
cape from under the pastry—lessons that 
were lost for a generation or two. 


The American way 


The same emphasis on culinary tradition 
and old-fashioned food is apparent at the 
Culinary Institute of America (CIA) at 
Hyde Park in upper-state New York—but 
with much greater emphasis on fewer cal- 


ories and less cholesterol, salt, sugar and 
protein. A rich vegetable stock, thickened 
with cornstarch, replaces two-thirds of 
the oil in vinaigrettes and mayonnaise. 
Yogurt and ricotta cheese, puréed until 
very smooth, replace cream and milk for 
"ice cream". Cooked Carolina white rice 
substitutes for pork fat in the sausage that 
tops the sausage pizza. 

It is hard to exaggerate the influence 
on the American kitchen of the cia, the 
subject of a new book by Michael | 
Ruhlman. It is by far the largest cooking 
school in the United States, turning out 
up to 10,000 cooking professionals a year. 
Among its many achievements is 
the way it set out to celebrate and 
explore American regional cuisine 
years before "regional" became à 
restaurant buzzword. 

Mr Ruhlman wanted to learn 
more about the CIA. After first mak- 
ing a name for himself with "Boys 
Themselves" (1996), an affectionate 
account of a school year at an all- 
boy prep school in Cleveland, he 
donned a chef's tall-hat, white 
jacket and  houndstooth-check 
trousers to enroll as a student at the 
CIA in order to research *The Mak- 
ing of a Chef" (Henry Holt; $27.50). 

A famous teacher there, Chef . 
Pardus, told him: "You're cooking 
with your eyes, you're cooking with 
your nose, you're cooking with 
your ears—all your senses" The 
chef was not joking. All of them are 
essential for preparing the classic 
sauces that provide the foundation of the 
teaching at the ciA—and for making a 
consommé that meets Chef Pardus's de- 
manding test of being so clear that you 
can read the date on a dime at the bottom 
of a gallon of it. 

Visitors to the United States, as well as 
Americans themselves, will be pleased to 
learn that this increased respect for tradi- 
tion is not confined to food but extends to 
service too. Students at the CIA are re- 
minded of the old tradition that cooking 
is about hospitality first, and then about 
food. Without hospitality, they are told, 
there would be no guests to feed. 
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of the Humane Farming Association, and 
the results are predictable. Both books 
blame a heartless, money-mad meat indus- 
try as well as America’s blundering Depart- 
ment of Agriculture for meat's declining 
safety in the United States. But they shoot 
wildly at their targets, and there is little un- 
derstanding of the department's dilemma, 
which is not of its own making. 

The department is, by law, both inspec- 
tor of and promoter for the meat industry. 
It must inspect meat and poultry on behalf 
of the public as well as promote consump- 
tion of meat and poultry to the public. 
Whereas Rampton, Stauber and Eisnitz see 
the department and the industry danger- 
ously in cahoots, the department itself sees 
no choice but to adhere to the law. 

Mary Heersink's “E. coli 0157" describes 
the harrowing tale of her young son 
Damion, who complained of an upset 
stomach on the way to a football tourna- 
ment. In short order, Damion was excreting 
blood and then feeling his insides slowly 
being destroyed by a potent toxin. This was 
created by E. coli, which he had probably 
ingested when he ate a raw scrap of ham- 
burger on a Boy Scout outing. 

Damion fell ill three months before the 
Jackin the Box outbreak in January 1993, so 
virtually no reports of the dangers of E. coli 
existed in the popular press. Heroic efforts 
and the Heersinks' loving patience saved 
Damion's life, and Mary went on to found 
Safe Tables Our Priority (STOP), an activist 
group composed of the families of E. coli 
victims. The book is best when it describes 
Mary's anguished frustration at not under- 
standing what is killing her son, and her re- 
search into E. coli when she discovers 
things that are unknown even to the federal 
government. 

The oddest addition to recent food- 
safety literature has to be “Mass Listeria” by 
Theodore Dalrymple, a British doctor. 
Rather than uncover outbreaks of food- 
borne illness and their causes, Dr Dalrym- 
ple seeks their meaning. He calls death an 
"anomaly which requires an explanation". 

By the end of his slim, droll volume, he 
concludes that “health scares play an im- 
portant part in the mental economy of 
modern man. They allow him to believe 
that, were it not for this or that pollutant, he 
might be immortal, while explaining the 
anomaly of death. And they do something 
more: they provide him with that most in- 
dispensable of creatures, a scapegoat.” 

Neither singly nor collectively, how- 
ever, can these books hope to have anything 
close to the impact of “The Jungle”. None of 
them charts the journey of the soul that Up- 
ton Sinclair gave to the American public 
through the life of Jurgis Rudkus. “The Jun- 
gle” reminds us that if literature is to spur 
reform, it must do more than merely enter- 
tain and inform. 
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Japanese advertisements 


Leo-san 


HERE does the star of “Titanic” go 
from here? A remake of “Gone with 
the Wind”, perhaps? Or of “Wuthering 
Heights”? Well, neither actually. For hunk- 
of-the-moment Leonardo DiCaprio's latest 
screen appearance is for Japanese eyes 
only; he is appearing in a commercial for 
Orico, a Tokyo-based credit-card company. 
In return for $4 million, Mr DiCaprio 
undertook two days work (in Los Angeles). 
He dresses up as a detective, slurps a bowl 
of noodles, stops a handbag thief with the 
adroit use of a nearby apple cart, then turns 
to the hapless apple-cart owner, credit card 
in hand, and says: “Orico card, OK?". 

Mr DiCaprio is following a well-trod- 
den path. Sylvester Stallone has been plug- 
ging the muscle-building properties of Ito 
ham sausages for some time (“Delicious,” 
he says, not particularly fluently) and Jodie 
Foster is far more gushing about Japanese 
canned caffé latte than she is about her 
own future offspring. 

These are but the latest in a long parade 
of high-class western film stars who have 
happily gone east to promote all manner of 
low-class products, from pot noodles to cig- 
arettes. They have been encouraged partly 
by the astronomic fees on offer and partly 
by the knowledge that the commercials will 
never be seen outside Japan. 

The pioneer was Charles Bronson, the 
cinematic vigilante who starred in ad- 
vertisements for a Japanese toiletry com- 
pany in the 1970s. He was followed soon 
after by Charlies Angel Farrah Fawcett 
who, somewhat less than angelically, suc- 
cessfully sued one of Japan's largest ad- 
vertising agencies for allowing a Japanese 
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film of her promoting Camellia diamonds 
to get into the hands of css. 

Since then, stars have felt comfortably 
cocooned in Japanese adland. Bruce Willis 
has been persuaded to bill (handsomely) 
and coo over jewellery, Harrison Ford over 
Japanese beer, Ringo Starr over apple juice, 
and Daniel Day-Lewis over face cream. The 
formula is pretty standard: a series of rapid 
shots of the star are set to a mix of pop mu- 
sic and capped off by a simple tag line. 

The technique was enshrined in Japa- 
nese advertising practice by the huge suc- 
cess of Madonna's 1987 ad for a new VCR 
from Mitsubishi. She reinvigorated the 
company's stodgy image at the same time 
as she doubled its market share. The local 
advertising industry learnt to appreciate 
the power of an instantly recognisable star 
in a market where advertising spots last for 
a mere 15 seconds as opposed to the West's 
standard 30 seconds. 

The Hollywood star has become such a 
staple of the industry that the first question 
on every advertising executive's lips when 
planning a campaign is not, "What's the 
message?" but “Who do we get?”. Given the 
current weak state of the Japanese econ- 
omy, the work-to-pay ratio for these stars 
may soon change. But for the moment they 
are more than happy to use their global 
reputation to do a little local hamming. 





The Hong Kong Film Festival 


Room for a 
masterpiece 


HONG KONG 


HIS year's Hong Kong Film Festival, the 

first since the former British colony re- 
verted to China, was the best for many 
years. But before it began it nearly fell vic- 
tim to a political contretemps. 

A sidebar to the main event featured a 
number of documentaries about the 
handover to China in 1997. The Provisional 
Urban Council, under whose wing the festi- 
val operates, wanted their debut post- 
poned until June or July to mark the anni- 
versary of the transfer. In particular, the 
council objected to a 15-minute short by 
Christine Loh on the grounds that since she 
would be standing for office in the May 
elections, including her film might be con- 
sidered as endorsing her candidacy. 

Eleven leading Hong Kong directors ob- 
jected and drafted a petition threatening to 
withdraw their own films, which led even- 
tually to a decision by the Urban Council's 
standing committee to reverse the ruling by 
a vote of 17 to 16. So the films were shown, 
but proved neither the best nor the most 
controversial. 

For this year the festival found room for 
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a small masterpiece—Alexandr Sokurov's 
"Mother and Son" from Russia. It runs for a 
mere 73 minutes and contains just one in- 
cident—a son carries his crippled mother 
on a last outing before she dies. But it is a 
profoundly moving film which ends as the 
son bids his mother’s spirit wait for him in 
the after-life. 

This is transcendental cinema in the 
vein of Andrei Tarkovsky's “The Sacrifice" 
and Krzysztof Kieslowski's "Three Colours: 
Red". And Mr Sokurov has found a way to 
express it. By using uncorrected anamor- 
phic lenses (which squeeze panoramic 
shots into normal film stock) he makes the 
world seem out of kilter—as if this life is a 
distorted image of the life to come. The ef- 
fect is the same as if the work of such 19th- 
century German Romantic painters as 
Caspar David Friedrich had sprung to life. 

The soundtrack, too, is extraordinary, 
fusing almost subliminal snatches of classi- 
cal music, birdsong, howling winds and 
odd lines of dialogue. The director has 
(rightly) said that you can listen to the film 
without seeing it and get the same effect. 

The festival's big surprise was the four 
excellent Chinese films. All were made in- 
dependently—a "crime" sometimes pun- 
ishable by imprisonment in China—and 
were shot on 16mm or on video. One of 
them, “Frozen”, about à suicide, was signed 
by "Wu Ming", a pseudonym that trans- 
lates as "No Name". 


YOU are a British 
cabinet minister. One 
day you get a fax from 
Downing Street warn- 
ing you against "congenital" briefing of 
the media and informing you that 

I will issue the files at 11.30am. I will announce 
membership of the group. I do not want [the 
italics are Johnson's] to see interpretation of ei- 
ther in tomorrow's press. 


| 
How do you react? 





Job 


Were the writer the prime minister 
you might raise your eyebrows but bite 
your tongue; for all his youth, he is your 
boss. In fact, though, the fax came from his 
still younger press secretary. Were you 
Johnson’s age, you might growl about the 
puppy-fat insolence of one who has at- 
tained what Bacon called great place 
without having to climb to it. “Control 
freak,” cried the Conservative Party. 

The London press, once it had 
stopped laughing, went beyond that. An 
ex-editor of the Times thundered against 
“peremptory terms that would have been 
offensive if addressed to an office boy”. 
There were, it seemed to others, grave con- 
stitutional issues at stake. Were ministers 
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Mina, the Persian brat pack 


The subjects ranged from homophobia 
(“Who Ever Has Seen the Wild Animals 
Day?") to the plight of the 1m Chinese who 
must be relocated thanks to the massive 
Three Gorges Dam Project ("Dreams of 
Changjiang”). These are the kind of films 
that raised China's hackles when Hong 
Kong tried to show similar works in the 
past; this year, there was not a peep. 

Hong Kong fielded a large contingent, 
mostly in the debased cops-and-robbers 
genre, though Stanley Kwan's "Hold You 


The language of command 


of the crown to be ordered about and si- 
lenced by some spin-medical-student? 

Johnson's concern, happily, is with 
language, not constitutions. And he has to 
say the distinguished ex-editor was—well, 
is he to say mistaken, or talking through 
his hat? The question is revealing. What is 
offensive depends greatly on who is ad- 
dressing whom. English-speakers have a 
notion that it is only exotic languages like 
Japanese that have special forms for use 
to superiors or inferiors. Claptrap—no, 
forgive Johnson, they are in error. 

In fact, thousands of office boys (in the 
days when there were such) have been re- 
buked in terms far stronger than I do not 
want ... and gone unoffended on their 
way. Equally, had Tony Blair's youthful 
flack written The prime minister does not 
want ...noone would have turned a hair. 
It was this particular I addressing minis- 
ters that raised eyebrows and hackles. 

Yet what real complaint could there 
be? I do not want is surely a simple state- 
ment of fact, is it not? 

No. English has curious ways of giving 
orders. Italians and Spaniards can retreat 
for courtesy into the subjunctive mood. 


Tight" and Ann Hui's "Eighteen 
Springs" (based on a novel by Eileen 
Chang) kept the flag flying for qual- 
ity cinema. 

Japan sailed in with a flotilla of 
films, and then sailed out again 
barely noticed—except for the film 
that changed its name at the last 
minute from the more accurate 
"Leaving" to "Bounce". The eye- 
opening theme focuses on schoolgirl 
prostitution. 

When it comes to prurience, 
however, South Korea leads the way. 
"Bathhouse 3pm Paradise" is a riot- 
ously funny essay on everything that 
you might expect goes on in such a 
venue at such an hour. And “Motel 
Cactus" cleverly depicts the different 
stages of an affair—starting, parting, 
yearning and reconciling—through 
four couples successively occupying 
a single room of a Seoul love hotel during 
one night. 

Iranian cinema maintained its recent 
form. Jafar Panahi (who directed "The 
White Balloon") has made another stunner 
in “Mirror”, and with the same maddening 
brat, Mina Mohammad Khani. If you think 
she, rather than the bank note, should have 
fallen down the grating in “The White Bal- 
loon", wait till you meet her two, even 
shriller, years older. 








We must use circumlocutions like Could | 
you .. ?or You might . .. Or we may soft- 
en the imperative with the introduction 
of courtesies such as Please. It is the lack of 
such grace-notes that often makes new- 
comers to the language sound abrupt to 
the native speaker, who does not even re- 
alise he uses them. 

Strangely, in the most formal setting 
of command, the imperative may not fig- 
ure at all. The army sergeant may shout 
Get that effing truck off the effing track; 
but the colonel’s orders, at least in British 
practice, probably took the form B Com- | 
pany will advance and occupy Belgrade. | 
There is a solid psychology of command 
behind this: it implies that the colonel's 
hopes will, indubitably, come true. At Tra- 
falgar, Nelson's order was not No slack- 
ing but England expects... The sover- 
eign’s commands too are disguised: It is 
Her Majesty’s wish that . . . 

Such uses can be brutal. Clement Att- 
lee once famously put down a frequent 
critic in his own Labour Party with the 
words A period of silence on your part 
would be welcome. Of such a sort is I do 
not want: a seeming statement which use 
has turned into an order, peremptory in- 
deed but not offensive—unless addressed 
to the wrong ears by the wrong mouth. | 
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OBITUARY 


Nguyen Co Thach 


HARM was a talent that 
4 Nguyen Co Thach de- 
ployed with great skill. Here he 
was at Geneva at one of those 
United Nations conferences 
that get nowhere but seem vital 
at the time. Reporters clustered 
around him like children after 
sweets. The foreign minister of 
Vietnam was rated a better catch 
than any number of western 
spokesmen. Mr Thach sorted 
them out and sent each away 
happy, with a few “exclusive” 
comments on their tape record- 
ers, in English or French accord- 
ing to their needs. How reason- 
able these Vietnamese are. 

Repressive regimes have 
found it useful to employ the 
likes of Nguyen Co Thach. Chair- 
man Mao's smoothie was Zhou 
Enlai, Stalin's was Maxim Litvi- 
nov: sophisticated men with 
whom anxious democrats could 
feel comfortable. No doubt Gen- 
ghis Khan had someone who 
would explain calmly and po- 
litely what would happen to a 
besieged town if it did not sur- 
render at once. 

This is not to say that Mr 
Thach was a hypocrite. He ad- 
mired the West, if only for its 
economic success At home, 
away from the foreign micro- 
phones, he was a persistent critic 
of Vietnam's economic policy. 
Ten years ago he told his fellow 
Communists, "We must act fast to incorporate our economy 
into the world economy.” The party chose to act slow. Mr Thach 
made enemies. For all his usefulness to the regime, it was 
thought he was a little too friendly to westerners. And, as it be- 
came evident to at least some in the regime that the economy 
needed reforming, he was disliked for being right. 


Reading and travelling 


It is unclear how Mr Thach gained the erudition that enabled 
him to dismiss with confidence some of his contemporaries as 
"peasants". He started out as a peasant himself, ending his for- 
mal education at 14. He clearly read a lot. In reference books he 
gave his "leisure interests" as reading, and, with a touch of the 
sybarite, "travelling". He had leisure of a sort when, at 17, he was 
jailed by the French for a year for being a member of the Viet- 
minh, a coalition of nationalists and Communists seeking inde- 
pendence; although Mr Thach recalled later that the jail was so 
crowded that the prisoners slept in shifts. 

Vietnam was occupied by the Japanese during the second 
world war, but they allowed the French administration to re- 
main. At the end ofthe war the French sought to regain control of 
the country. “The French are weak—colonialism is dying,” said 
Ho Chi Minh, the Vietminh leader. So it turned out. In 1954 





Nguyen Co Thach, the seductive voice of 
Vietnam, died on April 10th, aged 74 


some 10,000 French troops sur- 
rendered at Dien Bien Phu to à 
Vietminh army under General 
Vo Nguyen Giap. Mr Thach, a 
lieutenant-colonel in the Viet- 
minh army, was Giap's aide. 

Mr Thach became an in- 
creasingly prominent negoti- 
ator with the West during the 
countrys subsequent melan- 
choly history: its division into 
the Communist North and the 
American-backed South and its 
unification in 1976 after the 
Americans pulled out. In 1980, 
after some 20 years of arguing 


came boss of the foreign minis- 
try and pursued a policy that 
amounted to a single aim: mak- 
ing friends with the United 
States. To that end, Vietnam 
bent to American wishes. The 
bones of Americans killed in the 
fighting were dug up and 
handed over with ceremony; the 
government sought to dispel sto- 
res that it was still holding 
American prisoners; the Viet- 
namese army, which had in- 
vaded Cambodia in 1985 to 
drive out Pol Pot, obediently, if 
belatedly, came home. 

Historically, wooing the 
Americans was not entirely ir- 
rational. The Americans had 
supplied arms to Vietminh guer- 
rillas who fought against the Jap- 
anese during the war. Ho Chi 
Minh borrowed liberally from the American Declaration of In- 
dependence in his speeches and counted himself as a friend of 
Harry Truman, America's post-war president. Mr Thach said 
that America's intervention in Vietnam was now in the past: and 
the Americans, unlike the French, were not colonialists. How- 
ever, soft words aside, Mr Thach was being realistic. Of the great 
powers that Vietnam might turn to for friendship, aid and pro- 
tection, China was an old enemy and the Soviet Union was too 
preoccupied with its own problems. 

But America was slow to warm toa country which, in the eyes 
of the world, had defeated it. In 1990 Mr Thach thought he had 
success in his grasp when he was invited to New York to meet 
James Baker, the then secretary of state. But the meeting pro- 
duced nothing much more than a handshake. Mr Thach's col- 
leagues in the Politburo became restless that his efforts to secure 
ties with America did not seem to be producing results (it was 
not until 1995 that the two countries established diplomatic re- 
lations). Mr Thach told a Communist Party congress in 1991, 
"Nothing may appear on the table, but feet and hands are busy 
under the table, like a man and a woman sitting next to each 
other." But his analogy of diplomatic groping did not impress 


the delegates. Mr Thach was sacked. In the dour atmosphere of | 


the congress, his charm was no use at all. 





Vietnam's cause, Mr Thach be- | 
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most international and high calibre senior executives. 
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BUSINESS AT OXFORD 


21 June - 19 July; 27 September - 25 October 1998 


Return to Maureen Campbell, Templeton College, Oxford, OX1 5NY, UK 
Please send details of: 

| The Oxford Advanced Management Programme 

| The Oxford MBA 


NEM SU I RES Address: 





SAID 
3 È E BUSINESS 
el: PONES. — Email: SCHOOL 











Tel: +44 (0)1865 422771; Fax: +44 (0)1865 422501 
Email: amp templeton.oxford.ac.uk; Internet: http://www.templeton.ox.ac.uk 
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Gain an Ws 
with the City KRIJUAN 


David Edelshain 


qualified in law, accountancy and psychology, and an expert in 
currency exposure and foreign exchange risk as well as Director of 
our Evening MBA 

Roy Batchelor 

Midland Bank Professor of Banking and Finance and a specialist in 
financial risk and financial forecastinq 

Lakis Kaounides 


member of the Foresight programme and an international expert in 
high-tech start-ups and strategies for new technologies 


Carol Vielba 


Director of MBA programmes and a leading authority on public 
sector management, the theory and practice of management 
education and GMAT evaluation 


Shiv Mathur 


leading teacher of marketing and business strategy and co-author of 


the award-winning book, Creating Value: Shaping Tomorrow's Business 


Chris Hendry 


professor in organisational behaviour, star teacher of 
entrepreneurship and an expert in international human resources 
and the management of change 


O 


As a top international business school in the City 
of London, we believe our people are well worth 
getting to know. 


Why? First, they publish highly rated research and 
deliver teaching externally judged as excellent. 
And they usually have extensive senior business 
experience or an international consultancy 
background. A global business school for a global 
City needs a global perspective. 


All of this makes a difference to our MBA graduates 
in achieving their career objectives. Our particular 
expertise in finance, strategy and change 
management means your investment pays off. 

We deliver where it really matters - your future. 


But don't just take our word for it. The Financial 
Times rated City University Business School the 
top school for careers in finance in January 1998. 
If you are ready for the City challenge, please get 
in touch. 


Full-time MBA with specialist options in finance, 
human resources, information technology, 
international business, technology management 
and marketing 


Evening MBA programme 
Consortium MBA programme 


We also offer masters degrees in finance, 
mathematical trading, insurance and risk 
management, internal auditing, investment 
management, property investment, corporate 
property strategy, property valuation and law, 
shipping, transport and trade, as well as 
research degrees and qualifications in voluntary 
sector management. 


For more information, call us: 

Course details +44 (0)181 553 6960 
Executive education +44 (0)171 477 8710 
Press enquiries +44 (0)171 477 8721 


City University Business School, Frobisher 
Crescent, Barbican Centre, London EC2Y 8HB 
WWW: http://city.ac.uk/cubs/ 


CITY 


University 
BUSINESS SCHOOL 


Research and teaching excellence for 
the City of London at the Barbican 
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The more the world 
grows micro, 


the more the challenge 


becomes macro. 
MISNI 





MASTER OF INTERNATIONAL 


ECONOMICS AND MANAGEMENT 
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' Please send me the MIEM brochure: 
I 

[| 

Surname 

I 

1 

1 Address 

1 


The data will be collected in our database and used only to provide information on the above mentioned 


Veeording to the law 675/1990 if vou do met wish to receive farther information tek the bos, 71 


I 
I 
L| 
I 
I rourse and do send free of charge documents on other courses and pubblicution of SIA Bocconi 
L] 
I 
L 


MIEM - SDA BOCCONI - UCI Via Balilla. 16/18 - 20136 Milano - Italy - Tel.459-2-5836.0005/60006 


i 

i 
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FAX TO +39-2-5836.3275 1 
' 
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IMITBEIMI 


International Finance e 
Industry Analysis and 
Marketing 


From Milan, MIEM stretches the 
boundaries of international business in 
a 12-month, full-time Masters pro- 
gramme taught entirely in English, with 
international faculty and class. 

MIEM combines the acquisition of 
sophisticated analytical tools with an 
in-depth analysis of the changes in the 


global economy and their relevance to 
the daily operations of modern financial 
institutions and business enterprises. 

Within the course, Quantitative 
Methods, Economics, Business 
Administration, Law and Politics - 
as well as comparative analyses of 
political and economic prospects of 
major countries and regions of the 
world - are the elements that make 
up a framework of knowledge that is 
essential for the macro vision needed 
by the modern manager. 

In each of the two distinct cur- 
ricular tracks offered - International 


Finance, and Industry Analysis and 
Marketing - constant attention is paid 
to the relevance of the quantitative 
and analytical tools investigated by 
the programme to the participants’ 
future careers in finance, in strongly 
internationally-minded companies, 
or in the consultancy sector. 

MIEM includes a three-month, 
worldwide Internship programme, 
giving students the opportunity to 
apply acquired skills to real business 
situations. A limited number of scholar- 
ships are available for outstanding 
candidates. 


aat 








on Bocconi University School of Management 


http://www.sda.uni-boccont.it 
E-mail: MIEMGsda.uni-bocconi.it 
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~The Internationa 
Master s in 
Management 


An innovative executive MBA 


A joint venture of three top business schools: 
Krannert Graduate School of Management, 
Purdue University, USA. 

Tias business school, Tilburg University, The Netherlands. 
Management Development Centre, Budapest University 
of Economic Sciences, Hungary. 


Two degrees: 
a European MBA and a US Master’s in Management. 


AACSB accredited. 


This executive program is as international as you can get: 


participants, locations, world class faculty, curriculum, 
case studies, projects and degrees. 


Unique schedule: 
seven two-week sessions spread over a 
two-year period at three different locations. 


Internet-supported communications while off campus. 


Start: 
January 1999. 


For more information: 


Internet: http://tias.kub.nl/information/imm 
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INTERNATIONAL CENTER 


ICMB 


FOR MONETARY 


AND BANKING STUDIES 


1998 GENEVA 
EXECUTIVE COURSES IN 
FINANCE 


It is vital that today's finance professional keep 
abreast of the latest developments. For the 

past decade ICMB has built a solid reputation 
training executives from over 900 institutions 
and 84 countries in the latest risk management 
techniques. A highly renowned international 
faculty assists participants to build sophisticated 
skills which enables them to profit from complex 
challenges in a rapidly changing environment. 


Francis X. Diebold May 18 - 20 
ADVANCED METHODS FOR ESTIMATING AND 
FORECASTING VOLATILITY IN FINANCIAL MARKETS 


M. Musiela and S. Neftci May 25 - 29 
MARTINGALE METHODS IN FINANCIAL MODELLING 
AND APPLICATIONS 


Yacine Ait-Sahalia June 8 - 10 
ESTIMATION OF CONTINUOUS TIME INTEREST-RATE 
MODELS 


Kevin Wilson August 17 - 21 
MODERN SECURITY ANALYSIS FOR PRACTITIONERS 


Richard Levich August 24 - 28 
EXCHANGE-RATE AND INTEREST-RATE ECONOMICS 
AND FORECASTING 


Hashem Pesaran Aug. 31 - Sept. 4 
FORECASTING TECHNIQUES IN FINANCIAL MARKETS 


Stephen Schaefer September 7 - 11 
BOND PORTFOLIO AND INTEREST-RATE RISK 
MANAGEMENT 


Anthony Neuberger September 14 - 18 
THE USE OF DERIVATIVES IN CORPORATE FINANCE 
AND PORTFOLIO MANAGEMENT 


René Stulz September 21 - 25 
FINANCIAL RISK MANAGEMENT AND DERIVATIVES 


Gordon Ibbotson Sept. 28 - Oct. 2 
ADVANCED LARGE CORPORATE CREDIT ASSESSMENT 


Mike Staunton October 12 - 16 
EQUITY PORTFOLIO MANAGEMENT 


Philippe Jorion October 19 - 23 


GLOBAL ASSET ALLOCATION 


David Cox November 9 - 13 
QUANTITATIVE TECHNIQUES FOR FINANCIAL MARKETS 


Salih Neftci November 16 - 20 
ADVANCED MATHEMATICS OF DERIVATIVE PRODUCTS 


For our detailed brochure, please contact: 
Fabienne Scagliola or Béatrice Candolfi 
ICMB 

Av. Blanc 49 — 1202 Geneva, Switzerland 
Tel: +41-22/731 95 55 

Fax: +41-22/73195 75 
http://heiwww.unige.ch/ icmb/ 

e-mail icmb @hei.unige.ch 
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HEC EXECUTIVE DEVELOPMENT CENTER 


Develop an international perspective 
on business strategies 


Strategies for Competitive Success: 
Formulation and Implementation 


a> | 


Aneel KARNANI Pierre DUSSAUGE 


Chairman of Corporate Strategy Professor of Strategic Management 


University of Michigan HEC Paris 


A 


For more information: | 
Francois Collin, HEC School of Management, Paris, France 


Tel: 33 1 39 67 74 09 - Fax 33 1 39 67 7430 — 
E mail: collinf & hec.fr - http:/ /www.hec.fr 


À 


ISMA | THE BUSINESS SCHOOL 
CENTRE | FOR FINANCIAL MARKETS 


SECURITIES INDUSTRY 
SHORT COURSES 


ELIENLLE YIELD CURVE AND INTEREST RATE MODELLING 


Urea SWAPS AND INTEREST RATE DERIVATIVES 


eT ATE BOND TRADING AND PORTFOLIO MANAGEMENT 
TETETT STRUCTURED PRODUCTS 


ETETE APPLIED OPTIONS PRICING AND TRADING 


Since its foundation in 1991, The University of Reading ISMA Centre 
has become known as the key innovator in the teaching of post- 
graduate finance courses, The Centre was first in Europe to introduce 
computer based simulations in teaching finance to MSc students. 


In March 1998 the ISMA Centr the ‘experiential learning 

moved into a new high-tech techniques developed at the 

building on campus equipped Centre. The courses are taught 

with two INVEST dealing rooms in the INVEST dealing rooms by a rae 
with 50 Reuters, Dow Jones and faculty with industry experience hieni dde 
Bloomberg terminals. The new and are offered by ISMA at offered y [SMA 
building with its associated The University of Reading ISMA cesi ene 
hardware and software allows Centre as a contribution to ISMA Centre 
ISMA to offer a range of professional development in the Buen 


» ^ot 
xecutive courses all based on the securities industry for Financial 
Matet 
he University 
6f Heatics 


For further information contact Elaine Reid: 

The University of Reading, ISMA Centre, Whitcknights 

PO Box 242, Reading RG6 GBA, United Kingdom 

Tel: +44 (0)118 9316710 - Fax: +44 (0)118 9316425 

Email: e.reid 2ismacentre.rdq.ac.uk - Web: www.ismacentre.rdg.ac.uk 


è international Securities Market Association | Mi t5 the market ne Ueversity 


n for the international securities market of Reading 
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Interest Rate Options: Term Structure Modeling, 
Valuation and Hedging 











May 27-29,1998 
New York City 









Professors Marti Subrahmanyam & Matthew Richardson 


Sponsored by the NYU Stern School of Business Salomon Center & 






Executive Development Programs 






The market for fixed income derivatives has grown tremendWousty over the 





past fifteen yeors. This growth is partiy due to Corporations’ ond financial 






nstiutions desire for enhanced interest rate risk monogernment as well os 







for more complex tisk/return profiles. This two and one-half day seminar 






presents a detailed. state-of-the-art treatment of models of interest rate 
ipfions and the term structure of interest rates. The participant will gain 

i understanding of standard interest rate option contracts such os Euro 
urrency options. Interes! rate cops/floors, swaptions and bond options 
both European and American-style. The voluation ond hedging of these 
contracts is examined within the context of Block-Scholes type models. cs 
well as in the context of more compiex models of the term structure of 











interest rates 









Key Issues 

* Voluation and hedging of interest rote options using Block-Scholes 
and Black models 

* One-foctor arbitrage-free models of the term structure of interest 
rates: theory, calibration and implementation 








* Valuation and hedging of interest rate options usir Q one-foctor 
modets. caps/floors, swootions and bond options 

. Problems with one-factor models 

* Extensions to two-foctor models 









© . Empirical issues, with a particular emphasis on measurement of 
volatility 


* Credit risk implications of interest rate options 








This seminar will enable you to: 

. Value and hedge standard interest rate option contracts using the 
Block mode! 

* Construct arbitroge-free interest rate models ond volue oll fixed 
income securities from a given one-factor term structure 

* Measure the interest rate sensitivity of a variety of important fixed 
income securities 

* Understand the pros and cons of alternative mode's of the tem 

structure of interest rates. including the problems of calibration of 

these models, the importont empirical characteristics these models 

need to address, and problems of extending these models to multiple 

factors 













Who Should Attend: interest Rate Denvatives Traders and Sales People. Risk 
Managers; Corporate Treasurers; Regulatory Officials 






Frontiers in Corporate Valuation 










May 18-19, 1998 
New York City 


Professors Thomas Copeland & Aswath Damodaran 
sponsored by the NYU Stern School of Business Salomon Center & 
Executive Development Programs 












This intensive two-day serninar is designed to heip practitioners improve 
heir understanding of state-of-fhe-ort techniques of valuing companies 
Valuation of corporations and of the investments they undertoke lies of 
the heort of stock selections, equity issuance. mergers and acauisitions 
and many other aspects of practical investment banking and corporate 
finance 













There are as many models for valuing stocks and businesses as there ore 

analysts doing valuations. The differences across these models are often 

emphasized by their users, and the common elements are often ignored 

Analyze the three basic approaches to valuation 

. The use of multiples and comporabies In what con be called relative 
valuation 

> The use of cash flows and discount rates in discounted cashtiow 
varuagftion 

. he use of option pricing techniques to volue certain types of stocks 
and businesses 

The seminar provides insights into each approach to valuation. together 

with limitations and caveats on the use of eoch, as well as extended 

examples of the application of each 














This seminar will enable you to: 
* Value a firm using traditional discounted cash flow models 

* Value a fim using multiples and comporable firms 

* Analyze and critique a valuation done by a third party on o firm 

. Value “problem” firms, such as finoncially troubled firms and start up 
firms 

Estimate the effect on value of restructuring a firm 










FOR INFORMATION CONTACT 
Stem School Executive Development Programs 

Tel. 1-B8B-nyu-exec (1-888-698-3932) or 212-998-0270 
Fax 212-995-4502 

email. exec-cjlevwsfterm.nyu. edu 
http://www stem.nyu.edu/executive 
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.. Successful 
marketing strategies 
create customer value 


International Marketing Programme 
23 August -4 September 1998 * 18 - 30 April 1999 


Executives with marketing responsibilities have often moved 
into their present positions from other fields. While current 
duties require a solid grasp of marketing, their past education 
and career haven't alw ays prov ided them with the marketing 


tools they need. 


INSEAD s International Marketing Programme, led by 

Professor Reinhard Angelmar, uses a careful blend of course- 

work and case studies to turn concepts into real-world skills 

with long-term applications. Topics include: 

* Managing the customer value creation cycle from market 
research through customer selection to value delivery; 

* Distinguishing between market driving and market-driven 
processes, a kev to creating new customers and markets; 

* Pr widing services as a means to create and sustain customers 
in any market, even non-service sector industries: 

* Maximising shareholder value through marketing planning 
and decision making; 

* Overcoming the complex challenges of marketing across 


borders and cultures. 


The programme's innovative learning environment is a fertile 


breeding ground for innovation. Acquired new skills will help 


INSEAD 


Enrichment Through Diversity 


you contront and succeed 

in today s rapidly changing 
markets. Please fill in the 
coupon and you will receive 


a detailed brochure by return, 


For an application form and programme brochure call Janet Burdillat 
on 33 (0) 1 60 7? 42 90, or fax this page to 33 (0) 1 60 74 55 13 
E-mail execed(@insead.fr http: / /www.insead.fr 
J ! would like to reserve a place m the 1998/1999 Programme 
Please send me a brochure on : _J International Marketing Programme 
- 1998 INSEAD Executive Education Programmes 


Name - Mr/Mrs/Dr 
Joh Titk 
Company name 


Company Address 


Post Code Country 
Telephone 


E-mail 
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INSTITUT D’ETUDES 
POLITIQUES DE PARIS 


Extend your global reach 


MBA 


)CIENCES PO 





€ AMBA Accredited Degree. 





€ An intensive nine month bilingual program (French/English). 


€ The leading school in Political Science and Economics, 


founded in 1871. 
€ A distinguished international faculty. 


€ An urban campus in the heart of Paris. 


€ informations Sessions : Thursday 30^ April 1998 at 6.30 p.m. 
and Thursday 14" May 1998 at 6.30 p.m. in our premises in Paris. 


174, Bd Saint-Germain 75006 PARIS - FRANCE - Tél. : + 33 1 45 44 87 43 - Fax 


Center for Financial Studies and New York University Salomon Center 


Website : http : // www.sciences-po.fr 
E-Mail : mba€ sciences-po.fr 


CENTER ron 


FINAN 
CIAL 


STUDIES 





MAY 16-16, 1998/ FRANKFURT 


MANAGING INSTITUTIONAI 
ASSETS PORTFOLIOS: PENSION 
FuNDS AND Muruar Funps 

Prof. E. Elton, Prof. M. Gruber 


FRANKFURT 





ADVANCED MARKET RISK 
MFASUREMENT AND MANAGEMENT 
Prof / Bou louhk 





MERGERS, ACQUISITIONS AND 
CORPORATE GOVERNANCE 
Pro}, | Walter, Prof. Y. Amihud 


+331 45 44 88 92 


EXECUTIVE SEMINARS IN FINANCE 


faunusanlage 6 = D-60329 Frankfurt/Germany 


Phone: 


Mail: 


+49.69-242-941-30 @ Fax: 


F49-69-242-941-33 
info(@Witk-cfs.de =» Internet: www.ifk-cfs.de 





~ > 


—R————— 
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INSTITUT D'ETUDES 
POLITIQUES DE PARIS 


Extend your global reach 


MBA 


ETTR 
SCIENCES PO 








€ AMBA Accredited Degree. 


€ An intensive nine month bilingual program (French/English). 


€ The leading school in Political Science and Economics, 
founded in 1871. 
€ A distinguished international faculty. 
| ® An urban campus in the heart of Paris. 
€ Informations Sessions : Thursday 30" April 1998 at 6.30 p.m. 
and Thursday 14" May 1998 at 6.30 p.m. in our premises in Paris. 


174. Bd Saint-Germain 75006 PARIS - FRANCE - Tél. : + 33 1 45 44 87 43- Fax: +33 1 45 44 68 92 
Website : http : // www.sciences-po.fr 
E-Mail : mbaG sciences-po.fr 


Amsterdam 
«^ Institute of Finance 





offers in cooperation with the faculty of 
INSEAD 
Upcoming Courses 1998 


Portfolio Management 


- Fixed Income Investment (May 5-8) 
- Real Estate Investment (May 18 -19) 
Banking and Risk Management 
in Emerging Markets (June 2-5) 
Advanced Valuation Topics 
- Valuing Commercial Banks (June 10-11) 
- Real Options (June 12-13) 
Asset Securitisation (June 22 - 24) 
Measuring and Implementing 
Economic Value Added (Aug. 31 - Sept. 2) 
Foundations of Finance (Sept. 4-25) 


New Course: 


| Ethics and Shareholder Value 
| in Banking and Finance (Nov. 12-13) 


For further information and our detailed brochure, please contact 
Ms. Katelijn Arnold, Course Manager. 


MF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 


phone: +31-20-5208555 - fax: +3 1-20-5208506 - e-mail: info@aif.nl 
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SLOAN 
MASTERS 


We are looking for 


outstanding women in an 
exceptional peer group 


SLOAN SCHOLARSHIP FOR WOMEN WITH LEADERSHIP POTENTIAL 


If you have the leadership qualities which make you eligible for the 






Sloan Fellowship Masters Programme, don't let financial constraints 






hold you back. The London Business School is offering a scholarship, 






worth {10,000, to self-sponsored women who are accepted for the 






1998/99 programme. The scholarship will be awarded on the basis of 






financial need and demonstration of your leadership potential. You 






may apply alongside your application for admission to the programme 






or, if you have already started the admissions procedure, you may still 






apply for the Scholarship any time before 1 July 1998. 


THE SLOAN FELLOWSHIP MASTERS IN MANAGEMENT 


This exclusive programme is for candidates in their thirties and 





forties who are already successful, highly-motivated managers or 






professionals. The programme is offered by only three world-ranking 






business schools and is designed to prepare high achievers for the most 






senior positions in any organisation - including running your own. 






The London Business School Sloan Masters offers a first class 






faculty and an international peer group of the very highest quality, 






whose diversity is a key part of the Sloan philosophy. Together vou will 






develop your business vision and sharpen your strategic skills. 






Our next Information Session: 


London - Thursday 14 May 1998 at 6.30pm 
London Business School, Sussex Place, Regent's Park 








9909209000000 09990999090909200909000090909090900004949 99994900 00920929990090980090004090000090909099090909409000000090952248909 


For full details of the Sloan Programme and the Scholarship for Women 
with Leadership Potential, attach a business card, return the coupon or 
contact the Sloan Marketing and Admissions Manager, Michelle Thomas: 
London Business School, Sussex Place, Regent's Park, London NW1 4SA. 
Telephone: +44 (0)171 706 6825 Fax: +44 (0)171 723 1153 e-mail: 
sloan_info@ibs.ac.uk Web site: www.Ibs.ac.uk 
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First Name 






Mr/Ms 









Family Name _ 








Job Title 









Company 










Address | |work |. home 





















Postcode 








Country 





London Business Schoo! exists to advance learning and research in business and management 
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UNIVERSITY DEGREE 


For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 
Match your utilizing your Ife and work experience. College equivalent credits are 

iti ith given for your: job, military, company training, industrial 
position WIN à | courses, seminars and business experience, 

legal degree We accept college credits no matter when taken. 

and Our graduates are recognized for their achievements in business and 
transcripts industry. We will assist you in completing your degree requirements 
at your own pace through home study. 


"As vou know Send/tax detailed resume for a NO COST evaluation. 





























International Studies and Diplomacy 
Chinese Business World 
South East Asian Business World 


Masters Degrees or Postgraduate Diplomas 
September 1998 


UM experience is Pacific Western University 
The International Studies and Diplomacy programme wil! suit 5 an tie ys 1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 
inis ; eache 1-(808) 597-1909 
those wishing for whatever reason to deepen their academic and degrees open CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 
practical understanding of international affairs. Core courses are doors. Fax: (310) 471-6456 E-Mail: admissions@pwu.com 


offered in General Diplomatic Studies and Practice, International http://www.pwu-hi.edu 


Relations, International Law and International Economics. 









The Business Worlds programmes are aimed at managers, 
entrepreneurs, consultants, business analysts, business 
journalists and others with a particular interest in China or South 
East Asia. Core courses are offered in business environment, 
international management and commercial law. 


HIID TRAINING WORKSHOP 


PRIVATIZATION, REGULATORY REFORM 
& CORPORATE GOVERNANCE 
June 29 - July 18, 1998, Cambridge, Massachusetts, USA 
Privatization of Natural Monopolies 
Regulation: Structure and Methods 
*Deregulation and Competition Policy 
*Mass Privatization in Transition Economies 
*Recent Privatizations in Developing/ed Countries 
*Post Privatization Corporate Governance 


-— gi ere viene (All Deadlines Extended) 
[d D: Fax: (617) 495-1239 
\ Tel: (617) 495-3482 
Email: pep@hiid.harvard.edu 
Harvard institute for International Development 
One Eliot Street, Cambridge, MA 02138, USA, Attn: Mike Hricz 


WWW.HIID.HARVARD.EDU/TRAINING 


For all programmes a wide variety of elective courses are offered 
from SOAS' MA Area Studies' programmes. 


You can take the programmes in one year (full-time) or two or 
three years (part-time). All core courses are taught in the early 
evening. 


Contact: Ms Sirkku Wheeler, Graduate School, Schoo! of Oriental 
and African Studies, Russell Square, London WC1H OXG. 

Tel 0171 323 6054 or 0171 637 6112. Fax 0171 580 8245. 

E-mail: sw3@soas.ac.uk 












Tee MAN at Leuven UNIVERSITY OF WESTMINSTER 


Three sound excuses for E TL: , 


choosing Leuven? vr 
e our tradition of academic excellence | Stand out in the 
- 30 years of MBA experience, within a 100-year business world 


business school and a 575-year university | | E skills with MBA 
- faculty from over 25 top European and US universities Develop your specious! =e N - ocd mus "dis 
s'a Wwosemester MBA program that emphasizes degree at the Westminster Business School. Taught in the 
economic analysis and rigorous thinking centre of London, our programmes offer a wide range of 


- a two-semester pre-MBA program for students without options and emphasise contemporary business practices. 

















in-depth prior business education | Our range of Masters programmes includes 
i * our international focus | e MBA 
è - a rigorously selected class of 125 students from over 30 | @ MA International Finance 
p countries, and a network of 2500 Alumni active in 70 6 MÀ bdernoltonal Budnen & Ma PS 
- exchange programs with Chapel Hill, Chicago. 9 i 
Columbia, Comell, Duke, ESADE, Northwestern, @ MA Marketing/MA Marketing Communications 
E. Penn State, Rochester, and UC Irvine. J : 
@ MSc Information Management & Finance 
1415 * a superb setting @ MA Development Administration 
- anew MBA campus that uniquely blends gothic. All of these courses are available in full and part-time 
‘ KATHOLIEKE — baroque, and modem architecture modes. 
spinto - a university town full of medieval splendor, gastronomy 
& superior ales, and music—right in Europe's heart and For further details contact the Marketing & Admissions 
ERE uo comes fom me Co Pegosquae | Office, University of Westminster, 35 Marylebone Road, 


| More excuses? http://www.econ.kuleuven.ac.be/mba London NW! 5LS. Telephone +44 171 911 5020. Fax 


| | +44 171 911 5703. Email mar05 G wmin.ac.uk 
Gonda Huybens, Naamsestraat 69, 3000 Leuven Belgium | 
| e-mail gonda.huybens@econ.kuleuven.ac.be ! Educating for professional life 


——Ó — ——— —4: 
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BacHELORS-MasTERS-PH.D. 


Credit tor work experience * No classroom 
attendance * Accelerated degree programs 
Send Resurne for no cost evaluation 


Washington Universit y 
PO. Box 1138 * Bryn Mawr, PA 19010 
Fax 610-527-1008 * E-mail: washuniv@op net 





BS, MA, MBA, Ph.D. 
EARN A DEGREE 


Send resume for no-cost evaluation or Fax 















++ DOCTORAL AND 
MASTER'S DEGREES» +e 


Accredited, | to 2 yeors; 
| month Residency. 
Business, Education, Gov't., Psych. 
International Relations, Religion, 
Sociol Work, Health Services 


Write: BERNE UNIVERSITY, International 
Graduate School, PO Box 1080, 
Wolfeboro Falls, NH 03896. 

TEL: (603) 569-8648 FAX: (603) 569-4052 
E-MAIL: berne@berne.edu 















London Hotel School 
Tomorrow 3 managers 
Start here 1 Bedford Avenue 


London WC1B 3DT 
Tel: 44 (0)171 665 0000 
Online: Londonhotelschool.com 


























SWITZERLAND 


High standard, sports activities, French, German, English and Spanish 
classes, excursions, mountain hikes, summer skiing + snowboarding. 


INTERNATIONAL INTERNATIONAL 
TEEN CAMP JUNIOR CAMP 


Lausanne-Lake Geneva Gstaad-Bernese Alps 
Co-ed 14-19, July-August Co-ed 7-14, July-August 


Please contact: ITC, P.O. Box 400, 1000 Lausanne 12 
Phone: 41/56-222 67 78, Fax 41/56-222 67 75 
E-mail: mail@itc-ijc.com - Web site:www.itc-ijc.com 


SINCE 





2a 


LEE HARVARD UNIVERSITY 





Program on Investment Appraisal and Management 


* Financial Analysis * Economic Analysis * Risk Analysis * Project Finance 
* Computer Modeling * Risk Management 


For 15 years this Program has successfully developed the professional skills of 
participants to assess all aspects of investment projects 


for more information, contact: 
Program Director, PIAM 
HIID, Harvard University, 14 Story Street, Cambridge, MA 02138, USA 
Tel: 617-495-0867 Fax: 617-496-2911 E-Mail: piam@hiid.harvard.edu 





ENGLISH 
in the USA 
in JAPAN, in BELGIUM 


GERMAN 


in BELGIUM 


COURSES FOR 
MOTIVATED PEOPLE 

* ADULTS from 19 years 
* RETIRED PEOPLE OF 55 AND ABOVE 

(Special conditions available) 
* JUNIORS from 11 to I8 years 

- FRENCH in BELGIUM 

- ENGLISH in ENGLAND, 
in BELGIUM 








FRENCH 


in FRANCE, in BELGIUM 


DUTCH 


in BELGIUM 


66 HOURS PER WEEK 
IN THE TARGET LANGUAGE 


Study 
up to 45 private and/or group lessons 
and pedagogical activities 


Putting into practice with our teachers: | | Tel 





at breaks, meals and evening socio-cultural activities 





NC [ 

on IALAGU SPA 

55, Fontaine du Tonnelet, Tel: 32-87/773976 http://www.sogid.be/dialogue 

B-4900 SPA (ARDENNES) Fax: 32-87/773592 E-mail: dialogue@arcadis.be 
TOTALLY PERSONALIZED TRAINING 
Also courses for teenagers and young adults during school vacations 

North American Inquiries: Elliot Essman/Autonomy Publishing Corp 
Tel: (800) 474-7416 Fax (914) 834-8938 http://www.autonomy.com/dialogue.htm 














- THE EXCLUSIVE 
SCHOOL FOR FRENCH 


Dantas , iā 
* Private room, full board co S 


TEL +33 3 85 45 87 00 rax +33 3 85 45 87 01 


INTERNET LanguesCultures! @ Compuserve.com 


"X LASALLE 


THIMEME A e Sciences 


Unlock Tomorrow's Potential Today . 


1-504-626-8904 oe 
Fax 1-504-624-2962 Education 
http://www.distance.edu 


620 Lotus Drive North * Dept. 136 
Mandeville, LA 70471 


LASALLE EDUCATION CORPORATION 


MONITIIC y 


Prestigious Distance Learning Programs in: 





Le Centre Bourguignon 


* Full immersion 
* For company personnel 







* Tailored, one-to-one 





éseau 
| P Euer 


ultures 









Distance Education 
Programs In: 


» 
Engineering & 


Computer Science 
















Law e Business e Education e Diplomacy 
Int'l. Studies e Arts & Sciences 








(913) 661-9977 e (913) 661-9414 Fax 
emallc@msn.com e www.monticello.edu 










SPANISH 


JAPANESE 


in JAPAN, in BELGIUM 





CERAN LINGUA 
Avenue du Château, 280 f 
B-4900 SPA (BELGIUM) 


Tel. : + 32- 87-79 11 22 


Fax : + 32- 87-79 11 88 I 


E-Mail : 
ceran @ mail.interpac.be | 


Since 1975 


in USA : Languagency 
| (413) 584-0334 
Fax : 1 (413) 584-3046 


Internet 
http://www,.ceran.com 


A MAXIMUM OF PROGRESS IN A MINIMUM OF TIME 
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APPOINTMENTS 


Siebe Control Systems, a S3 4 billion leader in process automation and parent company of 
THE Foxsoro COMPANY. is expanding its global Six Siama qualitu capability. Our European 


and Pacific Rim Sit Siama proarams have an immediate opening in each reaion for 


We are seeking two experienced Black Belts or Master Black Belts who will be 
headquartered in Europe and the Pacific Rim and be responsible for apply 
ing Six Sigma methodology in order to carry business processes to higher 
Sigma levels. The individuals will also be responsible for providing training 
mentoring and internal consulting. as well as conceiving and evaluating 
potential products 

Applicants should have a minimum of one year as a Black Belt or Master 


Black Belt and be fluent in English 
German languages 


and Mandarin Chinese or English and 


Please respond by mailing or faxing your resume and salary requirements, 
indicating Response Code SSQ/BN, to: Staffing Department, The Foxboro 
Company, 33 Commercial Street, NOI-1A, 

Foxboro, MA 02035, U.S.A. Fax: (508) 549- 

4100. Email: staffing@foxboro.com 

Siebe Control Systems is an equal 


opportunity employer, M/F/D/V Siebe Control Systems 


MBA priae Distance earning 


MSc nite 


LLM by research 


Please contact us for Open Days 
SEMS, UNIVERSITY OF SURREY 
Guildford, Surrey GU2 SXH 
Tel: 01483 259347 Fax: 01483 259511 [^] 
E-Mail: ma , 
acuk 


= YOUR FUTURE 


"CESAR RITZ" COLLEGES offer study 

and paid work expenence on three 
comtinents in 2-year Hotel 

Management Diploma Programs 
INTERNATIONAL COLLEGE OF i 
HOSPITALITY ADMINISTRATION, BRIG E 
2-year Swiss Higher Diploma in Hotel 
Management followed by 


1-year accelerated Bachelor of Arts 


Degree Program in Hote! & Restaurant 
Administrabon (Wastungton State 


University at ICHA, Brig) 
1-year PGD + MBA (hospitality) Program B 


. x 
pod ARa 
















Taking the GMAT 
or GRE? 


We CAN help! 


Details from GTAC Associates 
FREEPOST, London W5 4BR 
Tel: 0181-993 3983 


NIST 


Aliseda a 


1115, 28009 Madrid (Spain) 
EDO 1176! Fax: «34 1 401 0673 
E-mail: aliseda @ corrmeo.com 











* 





CH-1897 Le Bouveret - 5 

=: Phone (+41) 24 482 88 88 or 482 82 82 

Ze Fax (+41) 24 482 88 99 

Test rear Nh EE 
http://www.hotelconsult.com l 


LCONSULT 


ds SWITZERLAND 


HÓTE 








http: J| www. chester. es/aliseda 


Ai uri effective courses 


MBA in Brussels 
SOLVAY BUSINESS SCHOOL 


Université Libre de Bruxelles 


e | year intensive MBA in English 
e International faculty & student body 
e Specialisation in European Management 


E-mail:mba C ulb.ac.be 
http://www.ulb.ac.be/solvay/mba/index.html 
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Fachhochschule Karlsruhe - Hochschule für 
Technik 
Karlsruhe University of Technology 


The Karlsruhe University of Technology provides higher undergraduate 
and postgraduate education in technology and conducts a high standard of 
application-oriented research. The University invites applications for a 
tenurable 


PROFESSORSHIP IN ECONOMICS 


The University wishes to strengthen its position in the International 
Business area and seeks applicants with a strong background in 
economics, application-oriented international economics theory and 
international management. A higher degree in the field and at least five 
years of full-time professional experience in business are required. The 
successful candidate will be a native or near-native speaker of English and 
be able to conduct seminars in German. 


For further details please phone *49/721-925-2980, email rose-neiger@fh- 
karlsruhe.de or access http://www.fh-karisruhe.de. Applications with full 
particulars should be received no later than 8 May 1998 by The Rector, 
Fachhochschule Karlsruhe, Postfach 2440, D-76012 Karlsruhe, Germany. 
Please quote REF: 1118. 





The University of the 
West Indies 


Mona, Jamaica 


Professor/Senior Lecturer 


in International Relations 
Department of Government 


Faculty of Social Sciences 


Applications are invited from suitably qualified persons for the post 
of Professor/Senior Lecturer in International Relations In the 
Department of Government 


Applicants should have special expertise in one or more of the 
following areas (evidenced by a doctoral degree from a recognised 
university): International Political Economy (with an emphasis on 
global trade, investment and/or production): International 
Institutions (especially institutions pertaining to trade and/or 


investment); International Relations of the Caribbean; International 
Relations of regions other than the Caribbean (including NAFTA 
region, Asia-Pacific rim, and/or the North Atlantic area); and 
International Law and International Politics. 


Applicants should also possess: extensive experience in teaching 

at university level and/or extensive experience in diplomacy or 
international transactions involving States; and a substantial 
research and publication record 

The appointee will be expected to: play a leadership role in the 
Department; contribute significantly to the development and 
teaching of postgraduate and undergraduate studies in International 
Relations; and actively encourage the development of graduate 
students and junior staff members. 

Detailed applications giving full particulars of qualifications and 
experience, date of birth, and names and addresses of three (3) 
referees should be sent as soon as possible to the: Assistant 
Registrar, (Centre), Office of Administration, the University of the 
West Indies, Mona, Kingston 7, Jamaica, (fax: |1 876] 977 1422; 
email: chewitt@uwimona.edu.jm) from whom application forms and 
further particulars of the post are available. Further particulars are 
also available from the Association of Commonwealth Universities 
(46594), 36 Gordon Square, London WCIH OPF (tel: 0171 387 8572 
Ext. 206; fax: 0171 383 0368; email: appts&*acu ac.uk) 


Closing Date for receipt of applications: 25 May 1998. 


A member of the Association of Commonwealth Universities 
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WORLD MARITIME UNIVERSITY 


The World Maritime University (WMU) was established under the auspices of 
the International Maritime Organization, a specialized agency of the United 
Nations and is located in Malmó, Sweden. WMU offers a graduate 
programme in specialized maritime studies, leading to the award of a Master 
of Science (MSc) degree. The working language of the University is English, 
and the students come mostly from Africa, Asia and Latin America. 


ASSOCIATE PROFESSOR OF MARITIME SAFETY AND 
ENVIRONMENTAL PROTECTION 


Applications are invited for this position. The primary responsibility of the 
incumbent will be to deliver a major part of the safety component of the 
University's new Maritime Safety and Environmental Protection MSc Course. 
He will also be expected to provide inputs to other relevant programmes and 
to the academic management of the University. 


The successful applicant will have had extensive experience in various 
aspects of ship safety operations, including surveying, at a senior level. A 
post-graduate academic qualification in Naval Architecture, Marine 
Engineering or a related discipline, fluency in the English language and a 
reasonable degree of teaching experience are pre-requisites for the position. 


The initial appointment will be on a two-year contract basis, commencing on 
1 August 1998 or earlier. After the initial two-year period the incumbent will 
be eligible for contract renewals on a three-year basis. The annual salary, 
which is exempt from Swedish taxation, will be on a scale of US$59.256 to 
73,464, with annual increments of US$1,777. An amount equivalent to two 
months salary per year will be paid by the University into an employee 
Provident Fund. 


The deadline for applications is 15 June 1998 and should be addressed 
to the Rector, World Maritime University, PO Box 500, 201 24 Malmó, 
Sweden, tel: +46 40 35 63 00 and fax: +46 40 12 84 42, e-mail 
karl.laubstein@wmu.se. Further information on the duties and 


responsibilities of the position and conditions of service may be 
obtained upon request. 


^ SODETEG is a leading multi-sector international development 
consulting company based in Paris, France, providing technical advisory 
and training services to public and private institutions world-wide. 


Urgently needed for long/short term assignments within the frame of the 
‘South/Central Kalimantan Production Forest Programme' in Indonesia 
financed by the European Commission: 


Team Leader 

Finance and administration specialist 
Forest economist 

Forest industries adviser 

Remote sensing/GIS specialist 

NOAA Fire Early Warning Specialist 
Forest management adviser (concession) 
Rural development adviser 

Training adviser 

Environmental impact assessment specialist 
Tropical forest Ecologist 

Forest planning/management specialist 
Forest research specialist 


e 


Qualified candidates (post graduate degree) must have European 
citizenship, minimum of 10 years experience in their relevant fields, 
with experience gained in S.E. Asia, while specific Indonesian 
experience would be an asset (Ref: Forest.Indonesia). 


In addition, in order to face the needs of our expanding activities in Rural 
Development and Natural Resource Management, we are looking for 
Team Leaders with excellent track record (Ref: TL). 


Please forward your curriculum vitae to: 
SODETEG 
Mr Bernard Bosque 
18 Ave. du Maréchal Juin, 92366 Meudon-la-Forét, France 
Fax: *33 1 39 45 55 47 
E-Mail: bernard, bosque@sodeteg,. thomson. fr 
Please quote Reference: Forest.Indonesia and/or TL 


INTERNATIONAL POSITIONS 


BASED READING, ENGLAND 


The United Bible Societies (UBS) is a world fellowship of 135 national 
Bible Societies whose purpose is to effectively distribute the Christian 


Scriptures as widely as possible. We are looking to fill three senior 
positions at the World Service Center, Reading, England. 


SENIOR COORDINATOR - PROGRAM SERVICES 
In liaison with regional service centers, your main responsibility will be 


to help ensure the most effective distribution of the Scriptures by 
providing services to help.improve publishing activities in Bible 
Societies. You will also make sure that publishing activities meet 


audience needs in a cost-effective manner. In addition, you will help to 
develop UBS policies pertaining to all publishing activities and assist 
with general policy and decision-making processes. The coordination of 
the management of the World Service Center translations, publishing, 
research, multi-media and fundraising services is another key task. 


You must have senior management experience in publishing and 
fundraising and proven leadership skills in a global environment. 


SENIOR COORDINATOR - MANAGEMENT SERVICES 


You will be exercising the effective management of our financial 
resources. You must ensure the development of UBS policies on 
finance, personnel, human resource development and information 
technology systems. You will also be expected to coordinate the 
management of these functions in the World Service Center and assist 
with general UBS policy and decision-making processes. 
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Senior management experience in finance, human resources, and 
information technology is a prerequisite. You must also have proven 
leadership ability and strong organisational skills. 


HEAD OF COMMUNICATION SERVICES 


Your role will be to ensure that adequate information is 
communicated to Bible Societies, in ways that will advance our 
mission. You will be expected to develop a network that allows 
the communication of information for fundraisers throughout the 
fellowship. You will also be required to produce promotional 
literature on Bible Society work and monitor relevant world and 
Society developments. The management of the Communication 
Services department will be another responsibility. 


You must have proven experience in journalism and of managing a 
communications or editorial team, preferably in an international 
organisation, Strong communication skills are essential and 
knowledge of French or Spanish would be desirable. 


All positions require knowledge of Christian denominations 
and organisations and a clear commitment to the purpose of 
our organisation. 


For further information on any of these positions, contact the 
Personnel Services Coordinator, United Bible 

Societies, World Service Center, Reading Bridge 

House, 7th Floor, Reading RG) 8PJ, England, 

telephone +44 (0) 1189 500 200 

fax +44 (0) 1189 500 857 

before 8 May 1998. 
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EXECUTIVES, JOB HUNTING IN ASIA? 


Contemplating a career search into, within or out of Asia? We can help 


The United Nations Office for Project Services is currently seeking 
qualified individuals for the following positions in Sana' a, Yemen 
Ref: YEM/97/300-Yemen National Poverty Alleviation Programme 


Chief Technical Advisor 






vou find a more rewarding position now! Take your first step towards a 
brand new future by contacting us for free info. 


Institution Building and Policy Formulation Specialist 


Career Tel. (662) 2674685 Fax. 2674688 

> Email: cpasia@bkk.loxinfo.co.th 
Path 35/F Room A, 1249/212 Charoen Krung Rd., 
Asia Bangkok 10500 Thailand. 


Please visit our website: 
www.unops.org for more details 








Anthropologists 


Rio Tinto, a world leader in mining is looking for specialists in In addition to a tertiary qualification in Social Anthropology. 
Anthropology/Community Relations to be based either in Bristol Sociology or Human Geography you will have at least 10 years 
UK or in Melbourne Australia. practical experience advising on the social impacts of industrial 
You will join a team of over 90 consultants working within development. Ideally this experience should have been gained 
RI O the Technical Services team which provides advice to the in the public sector, an international consulting group or a 
Group across a wide range of technical disciplines. multinational company. 
ji | N ur" () The role will be to advise companies within the Rio Tinto An attractive salary and benefits package will be offered, 

Group on the effects of existing and proposed mining operations reflecting qualifications and experience 


on stakeholder communities. This will involve significant overseas Please send a current Curriculum Vitae and covering letter 


travel either as part of a multidisciplinary team, or alone. In some including your current remuneration to: Andrew Pace, Human 
cases you may also manage specialist consultants in various Resources Manager, Rio Tinto London Limited, 6 St James's 
aspects of community affairs. Square, London SWITY 4LD. Telephone: 0171 753 2334. 






















Health and Health and Population Division-based Adviser 


a e You'll be the Technical Deputy to the Chief Health and Population Adviser, with responsibility 
Po u i ation Advise rs for managing the specialists throughout the Division and ensuring that the planning and 

p delivery of our strategy is carried out to the highest standards. More specifically, you can 
expect to be involved in cross-Whitehall liaison in international health issues, the co-ordination 
DFID is responsible for taking forward the Government's of links with multi-lateral organisations - including WHO - on health and population matters, 
international development policies by providing UK representative functions as necessary and technical inputs into the Divisions knowledge and 


development assistance for poorer countries. Our Health research programmes. 


and Population Strategies emphasise the need for " . . 
national health systems to respond to priority health Regional Health and Population Advisers (3 Posts) 


problems of poor people throughout the world. In ) The regions for which advisers will be required include: (1) West and North Africa (UK-based), 
soshore prasheirtaetos eerie in ir siesta (2) Eastern Asia, and (3) South Asia, and, perhaps, the Caribbean. You can expect to be working 
sexual, reproductive and maternal health, improvements as a member of an interdisciplinary team on a range of issues, including strategy, project 
i ie cite — ^ posi, omen debilitating planning and management, the implementation of processes of change and the tactics of 
ill health from communicable diseases such as malaria, providing advice in complex organisational environments. Your remit includes the following 
and improved health through better access to clean water tasks: building relationships with the national and local authorities within the region; 
and better sanitation, We now require four key individuals understanding the health issues that affect poorer people; ensuring that high quality advice is 
to help ensure these strategies are properly developed given to DFID programme managers on ways to help countries tackle priority health 
and implemented. Although DFID advisory positions are problems; recruiting DFID-funded personnel to provide advice on the identification, appraisal, 
primarily based in London, some advisers spend periods monitoring and evaluation of programmes at country and regional level; supervising the work 
E ded Em (rice Ce impegit of DFID's health and population field managers within the region, and co-ordinating with other 
to undertake a considerable amount of overseas travel. — Ad ys in the region to ensure common goals are achieved. 
Closing date for receipt of completed applications is Qualifications 
15 May 1998. Wide, practical experience of international health and population issues is essential, including 
à br s i experience gained in poorer countries, ideally within a government or international agency. in 
Pss iren OL APOOARO!T posent d addition, a relevant qualification (e.g a Masters degree or equivalent in Public Health and/or 
House, Eaglesham Road, East Kilbride, Glasgow G75 8EA, Health Economics) is required, backed up by an understanding of the economic, social and 
stating Ref. No AH304/RO clearly on your envelope or institutional aspects of health development in poor countries. Personal qualities should include 
telephone 01355 843545. DFID is committed to a policy of tact, team-working and other interpersonal skills, and managerial experience. Applicants will 
equal opportunities and applications for these posts are need to be able to liaise effectively with a wide range of organisations, to build consensus 
sought from both men and women. where it may not exist, and to work tirelessly in pursuit of International Development goals. 


> : Applicants should be UK nationals. 


Contracts will be on Home Civil Service terms for a period of three years, with a possibility of 
Department For 










extension or permanence. 


Salaries will be in the range £30,000-£45,000 depending on qualifications and past experience. 


a i CSO EIU A TT 
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Consultants wanted 


ABU Consult GmbH, Berlin/Germany - specialised in international projects in fields of 
human resources development, education and training, SME development, public 
administration reform, reform of social systems in countries in transition, especially former 
communist bloc in Europe and Asia is looking for international experts with broad project 
experience in the above fields for short- and long-term assignments 







Please forward your CV, information on availability and countries of interest under 
“International projects” to: 






ABU Consult GmbH, 
Attn.: Thomas Raeck 
Internationales Handelszentrum Friedrichstraüe 95 D-10117 Berlin 
Tel: 0049-30-203 955 0, Fax: 0049-30-203 955 12 
e-mail: abucons@ berlin.snafu. de 
Internet: http:/www. office. de/abu-consult 













The creme always rises to the top, 
so why shouldn't you? 


Looking for the way to achieve that higher level of income? If you're an 
international senior executive, over 40, and currently earning +100K per 
year, we can assist you in attaining your goals. At Resume Broadcast 
International, our team will manage your career search with the expertise 
you have come to expect. Our commitment is not just 40 hours per week, 
but 24 hours a day, 365 days a year. Contact us at Tel: (909) 866-4213, 
Fax: (909) 866-4244 or E-mail: 102224.3306@compuserve.com today 
and watch the doors to opportunity open tomorrow. 


Resume Resume Broadcast International 


—— as c  — POBOX2892, Big Bear Lake, California CA92315, USA 
Broadcast 


Tel: +1 (909) 866 4213, Fax: +1 (909) 866 4244 
International 











Email: 102224 3306 @compuserve.com 











Fachhochschule Osnabrtick 


- Fachbereich Wirtschaft - 
Department of Economiccs and Business Administration 


(Senior)Lectureship in 
Economics 


Osnabrück in the Nothern Part of Germany ist the home of Fachhoch- 
Schule Osnabrück. The institution is specialized in Economics, Enginee- 
ring and Agriculture. The Department of Economics and Business Ad- 
ministration has a qualified international section and is recognized for 
excellence in teaching Applied Economics. 


The Position: The Department of Economics an Business Administrati- 
on has a strong programe in European Business. To expand the pro- 
~ gram, the Department invites applicants for a (Senior)Lectureship in the 

“field of Applied Economics and Applied International Economics (EU. 
and Far-East). Appointees will be expected to teach, conduct research, 
organize field trips and consult in their area of expertize. 


The Person: The applicants should hold a Ph.D. in Economics, Manage- 
ment or Finance and have an established record of teaching and rese- 
arch. 






















Salary/Benefits: About DM 80.000, — p.a. depending on family status, 
age etc. Appointees will be eligible for assistance with travel and rem- 
oval expenses. 






Duration: A two year limited appointment to commence on September 1, 
1998 or March 1, 1999. 






Applicants are invited to submit their resumes including a curriculum 
vitae, a picture and names and adresses of two referees by June 15, 
1998. 


Contact: 
Prásident der Fachhochschule Osnabrück 
Professor Dr. Eberhard Mielenhausen 
Postfach 1940, 49009 Osnabrück 

Tel.: 0541/969-2141, Fax: 969-2070 


For more detailed information please visit our 
website at: http://www.wi.fh-osnabrueck.de 
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CBS Copenhagen Business School 
Professorship in International Business 


The Department of International Economics and Management invites 
applications for a vacant Professorship in International Business. 


The Professorship is a tenured post with research, teaching, and admi- 
nistrative obligations under the Faculty of Economics and Business 
Administration. 


Applicants must document relevant, significant, original and 
current scholarship of international standing in the field of 
International Business. 


Appointment will take place on a group contract basis with an execu- 
tive wage supplement added. 


The official announcement of this position with details about 
responsibilities, qualifications and requirements for the appli- 
cation is available at our web site http://www.cbs.dk or from: 
The Faculty of Economics and Business Administration, Copenhagen 
Business School, Nansensgade 19, 4., 1366 Copenhagen K, Denmark, 
tel. +45 3815 2683/fax. +45 3815 2675, e-mail: nsc.cefak@cbs.dk 


For further information please contact: 

Head of Department Poul Schultz, tel. «45 3815 2515, fax. «45 3815 
2500 or Lone Thorsgaard, tel. «45 3815 2517, e-mail: Itj.inté&cbs.dk, 
Department of International Economics and Management. 


Incomplete and late applications will not be considered. 


Application deadline: 22 June 1998, 12.00 noon. Late submission of 
publications will be accepted until 15 July 1998, 12.00 noon. 


The chief mission of the Faculty of Economics and Business Administration is to be 4 nation- 
ally and internationally recognized center of knowledge within the fields of management 
and business operations. The Faculty develops new, independent and in-depth. knowledge 
about business related issues. This knowledge is communicated through research publica- 
tions, teaching, advisory services to institutions and enterprises as well as in public debate. 
























Working for us, 
working for 


human rights 


MANDATE AND RESEARCH POLICY ADVISER 


(BASED IN LONDON) 
Salary: £24,597 per annum + relocation package 


Amnesty International (Al) seeks a creative and dedicated professional 
to lead, coordinate and contribute to the development and 
implementation of Al's mandate and research policy, monitor 
adherence to standards and advise Al staff and membership on the 
Interpretation and application of the mandate and related policy issues 
in order to reflect the highest standards of quality, accuracy and 
consistency. You must have proven experience of policy development 
and standard setting as well as analytical and strategic thinking skills 
based on a solid understanding of the challenges and complexities 
faced by the worldwide human rights movement. The ability to give 
clear and timely advice, sound political judgement and excellent 
communication and interpersonal skills are all essential. Leading a 
team including three others you must be able to work under pressure 
and be sensitive to different cultures and backgrounds. 


For further information and an application form please contact the 
Human Resources Program, Amnesty International, International 
Secretariat, 1 Easton Street, London WC1X 8DJ, UK. Tel 0171 413 
5911 (24 hour answerphone), Email:jobs@amnesty.org 

Please quote reference number RMP/98/1. 

Closing date: 5 June 1998. 


The International Secretariat of Amnesty International actively 
promotes cultural diversity and Equal Opportunities. 


amnesty 
international 
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APPOINTMENTS 































































The University of 
the West Indies 


Mona, Jamaica 





University Management 


Auditor 
University Centre 


The current expansion and restructuring of the University of the West 
Indies has created the challenging position of University 
Management Auditor. Reporting to the Vice-Chancellor, the 
incumbent will have overall responsibility for the Management Audit 
Function of all the Campus and Non-Campus Countries of the West 
Indies: this will include various types of audits — operational, EDP, 
Systems, Financial Accounting and Management. Candidates should: 
have membership with à recognised professional Accounting Body; have 
at least five years post-qualification experience in the audit field at 
managerial level. have strong communication and interpersonal skills; 
and have background in Management and Finance. A working 
knowledge of the application of audit software is desirable 

Detailed applications (three copies) giving full particulars of 
qualifications, experience, date of birth, and the names and 
addresses of three referees should be sent as soon as possible to 
the- Assistant Registrar, (Centre), Office of Administration. the 
University of the West Indies, Mona, Kingston 7, Jamaica, (fax: || 876] 
977 1422) from whom application forms and further particulars of the 
post, including salary, are available. Further particulars are also 
available from the Association of Commonwealth Universities 
(46593), 36 Gordon Square, London WCIH OPF (tel: 0171 387 8572 Ext 
206; fax: 0171 383 0368, email: apptsé?acu ac uk) 

CLOSING DATE FOR RECEIPT OF APPLICATIONS: 18 May 1998. 


A member of the Association of Commonwealth Universities 





(Gu) United Nations University 
' Jt: Institute of Advanced Studies 
Zs 


Vacancy Announcement 
RESEARCH ASSOCIATE 


The UNU/IAS was inaugurated in April 1996 as a new research and training center 
within the United Nations University system located in Tokyo, Japan. Its programmes 
are directed at pressing global issues of concern to the United Nations with an 
interdisciplinary approach. Currently the UNU/IAS Academic Programme comprises 
research and post-graduate education including a Ph.D. Fellowship Programme in the 
multithematic areas of economic development and environmental management, mega- 
cities and urban development, multilateral diplomacy and environmental governance, 
and policy aspects of science and technology in relation to sustainable development. For 
more information on the United Nations University, Institute of Advanced Studies 
(UNU/IAS) see our homepage at http://www.ias.unu.edu 


Job Description 

The Research Associate position is equivalent to a post-doctoral position for two years. 
Duties will be divided between participation as a member of a research team working on 
economic development and environmental sustainability and general programme 
support. The latter includes organizing research and training activities and conferences, 
liaison with conference/project participants, preparing project documents and reports, 
and organizing multimedia dissemination of project outputs and other information. 
Position available for immediate recruitment, 


Requirements 

Graduate university degree, preferably a Ph.D. in economics or related areas, preferably 
a strong background in growth theory, economic development and environmental 
economics, with sound research experience in that field. Excellent drafting ability of 
scientific reports in English is essential. Competence in the use of computer word- 
processing applications is required, and computer multimedia presentation skills are 
desirable. Women and candidates from developing countries are encouraged to apply. 
Remuneration 

This is a full-time position/competitive salary. 

Application 


Send a detailed curriculum vitae, including the names and addresses of three referees, 
and a covering letter to the address below by 15 May 1998, 


Director, UNU/Institute of Advanced Studies 
5-53-67 Jingumae, Shibuya-ku, Tokyo, Japan 
Fax 81-3-5467 2324 
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CONFERENCES 





The Mongolian Foreign 
Investment Conference 


8 


The World Bank 


The Government 
of Mongolia 


Investment Opportunities in 
Agro-industry and Tourism 
June 24-26, 1998 
Ulaanbaatar, Mongolia 


Cashmere 

With an annual output of 5,000 tons, Mongolia is the second largest producer of 
cashmere in the world. Mongolian cashmere is among the finest (14-17 microns in 
diameter) and is considered to be the most valuable. 


Wool 

Mongolian wool is characterized by its short fiber length making it suitable for 
rug, carpet and blanket manufacturing. Mongolia's livestock has a comparably low 
greasy wool yield; 2-4 times lower than in other major sheep wool producing 
countries. 

Tourism 

The number of foreign tourists to Mongolia has increased over the last few years, 
coming primarily from Japan, Europe, Korea, the United States, and Australia. 
Sights of interest to tourists include Buddhist monasteries, the ancient imperial 
capital Kara-Korum, the Silk Road and Gobi Desert. 


Conference Speakers to Include: 


* President of Mongolia 

* Prime Minister of Mongolia 

* World Bank/Government of Mongolia Representatives 
"Partners in Economic & Social Development" 


Conference Agenda to Include: 
* Tourism and Agricultural Sector Workshops 
* Bilateral Meetings 
(Government of Mongolia and Participants) 
* Site Visits To: -Tourist camps 
-Livestock and crop farmers 
-Agro-processing factories 
For more information contact: 
Antonio Daza, Adaza(a worldbank.org, or 
Jennifer Graetz, Jgraetz(a worldbank.org. Fax: (202) 522-3454 


An IIR Telecoms Event 


Telecoms Corporate Finance 
29 June - 2 July 1998 
If you are involved or interested in financing telecoms companies or 
projects, you need to attend this conference. 
For more details, call Christian Reeve on +44 171 915 5065, 
fax your business card to him on *44 171 915 5001 
or email communications@iirltd.co.uk 








EUROPEAN MINING PUBLICATION 
INVESTMENT FORUM 98 
$i COLUMBIA UNIVERSITY 

SCHOOL OF INTERNATIONAL & PUBLIC AFFAIRS 

JOURNAL OF The unique 

single topic 
JUNE 24-26, 1998 INTERNATIONAL journal with 
GENEVA, SWITZERLAND AFFAIRS aate c A 


Exclusive meeting featuring 
25 premier gold mining 
companies including: 
Newmont, Placer Dome, 
Homestake, Goldfields, 
Normandy, Ashanti and others 


Announcing Spring1998 Issue 


TECHNOLOGY AND 
INTERNATIONAL POLICY: Essays 
ON THE INFORMATION AGE 


An analysis of how global technologies 
have revolutionized international 
affairs. Including: David Rothkopf on 
Cyberpolitik, Jorge Rosenblut on 
Chilean telecommunications, Joseph 
Yam on technology and financial 


. 
Admittance by invitation only 


>. 

FOR INFORMATION 
Contact the 
Denver Gold Group, USA 
Ph: (303) 825-3368 
Fax: (303) 534-5423 
E-mail: info@denvergold.org 


development in East Asia, and Ira 
Magaziner on electronic commerce. 
Phone: (212) 854-4775 * Fax: (212) 662-0398 
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BUSINESS & PERSONAL 


INCORPORATE IN USA 
BY FAX OR PHONE 


TYPICAL INCORPORATING FEES 











* Corporations and LLCs 









* Free name reservation Delaware $199.00 
* Personal assets shielded Wyoming $285.00 
* Confidential and cost effective Nevada $380.00 
e Full registered agent services Utah $270.00 






FAX: 302-421-5753 TEL: 302-421-5750 


- E Mail: corp@dca.net 
Registered Agents, Ltd. Web Site: www.incusa.com 


1220 N. Market Street, Suite 606 * Wilmington, Delaware 19801 - 


















Save 30-70% on International Calls 


“Justice rated #1 in Callback service.” 


Teiecommunications Assocation. | World Leg Rates: (US$) 
* Business, residential, = pe 

and cellular savings. Talii A9 
* Earn Free air travel with Venezuela 43 

WorldMiles program. Brazil 50 


* Join the prestigious 
Justice Agent program. 





It's just what you're looking for. 
Mention this ad for a sign-up bonus. Agent inquiries welcome UK 08 


1-310-526-2200 1-310-526-2100 fax 


www.justicecorp.com 


SAVES YOU MORE 


ON INTERNATIONAL CALLS! 


RATES TO THE US 


BN I osos c AZE 
France......25€ 


Most new customers are 
referred by satisfied 
NewWorld users 


Now earn 20% by 
referring a friend 


Germany ....22€ 
ee a- 
Netherlands. . 25€ 


Switzerland . . 26€ 
Brazil....... 63€ Numerous Special Services Included 


Malaysia .... 49€ - No Extra Charge - 


Call: 201.287.8400 Fax: 201.287.8434 
In the U.K. Call: 44.171.360.5037 Fax: 44.171.360.5036 
economist newworldtele.com http://www.newworldtele.com 


KTSYWOrRLD 


TERECOM@MUBICATIHOSRS 


Business to Business agents welcome 
201-287-8400 


1402 TEANECK ROAD + SUITE 114 + TEANECK, NEW JERSEY + 07666 + USA 
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INTERNATIONAL PROPERTY 


us 
at Senior 


Bye Programme Officer 


Capacity Building for International Cooperation 





the European Centre for Development Policy Management has 
launched a new capacity building programme to strengthen 
institutional capacities in ACP countries to manage development 
policy and international cooperation and to improve cooperation 
between development partners in Europe and the South. The 
programme will work with ACP partner organisations on 
selected policy issues through applied research, information 
dissemination and training. 


Reporting to the Programme Coordinator, she or he will: 


- Support the overall development of the programme: Identify 
partners, negotiate joint agreements, develop work 
programmes and mobilise resources. 

Assist in the "day to day" management of the partnership 
programmes: Backstop and liaise with partner organisations, 
manage the proposed francophone partnership, and deputise 
for the programme coordinator. 

lake a lead role in developing approaches and products for 
training and related capacity building activities: Identify 
capacity building needs, develop strategies, methods, and 
products and participate in their delivery. 

Contribute to one or more of the substantive areas of work: 
Carry out applied research, prepare publications and design 
and facilitate related events. 


Profile 


The Centre looks for an experienced professional in development 
cooperation with a Masters level degree in a relevant discipline. 
The Centre would like to come in contact with candidates who 
have: 
* atleast 5 years work experience in dev elopment cooperation 
preferably with a posting overseas - in the areas of 
organisational /fnstitudional development and/or policy 
management, 
experience in the development and execution of collaborative 
projects between development organisations in the South 
and the North, 
experience in the design and delivery of training, in 
workshop facilitation, and related organisational 
development activities, 
a proven capacity to conduct research and/or policy analysis 
in the fields of organisational and institutional development, 
development cooperation, aid management, project and/or 
programme evaluation, 
a significant experience with general project management, 
including supervisory responsibilities and fund raising, and 
in the use of participatory approaches, 
fluency in written and spoken French and English, 
good communication skills and ability to interact with 
persons of diverse cultural backgrounds, 
a willingness and ability to travel extensively 


Terms: Depending on experience a maximum gross salary of Dfl 
8500 per month. The present appointment is for three years with 
a two month probation period. 


For more information, see the full Job description on 
http:/ / www.oneworld.org/ecdpm/ 

Written applications with the names of two referees should be 
received before May 15, 1998: 


Dr. Louk de la Rive Box, Director, ECDPM. 
Onze Lieve Vrouweplein 21, 
6211 HE Maastricht, The Netherlands. 
fax: +31 43 350 2902; E-mail: ip@ecdpm.org 
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— — ea 


PRICING 
GLOBAL TELECOM 
SERVICES 


LYNX Technologies has developed a comprehensive 
database of global rates and tariffs which is both cost 
effective and easy to use. 


As easy as 1 2 3... 
/ PICK A COUNTRY (we list more than 200) 
/ PICK A CARRIER (we track 350) 


J PICK A SERVICE (includes National and 
international Phone, Private Line, ISDN, Frame, 
VPN, Cellular, Freephone/800, Telex) 


The official tariff will display in any currency. All data is 
in processable format with unique features and applica- 
tions available. In addition to official rates, discounts 
and street rates are included. 


The database is available on CD-ROM or Internet access. 
For additional information contact LYNX TECHNOLOGIES, INC: 
1 (973) 256-7200 Fax: 1 (973) 882-3583 


E-Mail: lynxinfo@lynxtech.com 
Internet: www.lynxtech.com 


710 Route 46 East, Fairfield, NJ 07004 (USA) 


kallba Ck 


Voice: 


METTE TE À0 Ho onc o c i non — o o — n — o — nn 


Sy a-— © © — © © — 08 M-— 0o —— 0 ee ee on ee nom | coo — on —— onc — o — o Io ee n a n — t 


¢ Frar nce... 27€ 
Fiber Dep Nétwork 


* Agents Wanted Call 1-206-378-2816 * 
Tel: 1.206.599.1992 * Fax: 1.206.599.1982 


417 Second Avenue West * Seattle, WA 98119 USA 
www.kallback.com * Email: info 9 kallback.com 
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IMMIGRATE TO 
BEAUTIFUL CANADA 
FLEXIBLE IMMIGRATION LAWS 
ATTORNEYS RUSSELL AND SAVAGE 


Suite 2000, 393 University Avenue 
Toronto, Canada MSG 1E6 
Fax: (416) 597-2267 Ph. $85-2088 
Email: hsavage(@inforamp.net 
vkrusselliamol.com 








U.S.A. CORPORATIONS 
& LIMITED LIABILITY COMPANIES 


Foreign Ownership Allowed. Corporate 
Liability Protection. Flow-Through Taxes 
Free Information Packet 
CORPORATE SERVICE CENTER, INC. 

1475 Terminal Way, Suite E 
TI Reno, NV 89502, U.S.A. 
702-329-7721 * FAX: 702-329-0852 
http://www.CorporateServiceCenter,com 


NEVADA +» WYOMING 


IMMIGRATION TO CANADA. 
Canadian Immigration Lawyer will 
prepare Visa application and conduct 
job search for prospective immigrants 
Very reasonable fees. Leonard 
Simcoe, Ref. E, 1255 Laird Blvd., 
#208, Mt, Royal, Quebec, Canada 
H3P 2TI. Fax (514) 739 0795. 

Email: 76143.2031@compuserve.com 






































Psychometric Assessment 
for Management Selection 
and Development 


FOXX 


ASSOCIATES LIMITED 
Basimesso Pavetotagians 
14 Rocks Lane, London SW13 ODB. 
Tel-+44 (0)181 878 2213 Fax: +44 (0)181 878 
7286 Email: Foxx& CompuServe.com 






CUT THE COST OF YOUR 
STAY IN LONDON 


Comfortable self-contained serviced studio 
flats in Knightsbridge near Harrods, fully 
equipped kitchen-dinette, bathroom. 
phone, satelite TV. central heating, 
elevator, maid service, resident manager 
Suit 1-2 persons, Brochure by Air-Mail 
Knightsbridge Service Apartments 
45 Ennismore Gardens, 
London SW7 1AQ. 
TEL: 0171 584 4123. Fax: 0171 584 9058. 


J CANADA IMMIGRATION W 


Let our exclusive group of former Visa Officers, with over 35 years 
assistance 
immigration process. Applications professionally and confidentially 
prepared. Our money-back guarantee is your assurance of success. 
Best Government owned and administered Investor Funds available. 
Specialists for skilled workers, businessmen and investors. 


OIC CONFRATERNITY CANADA LTD, 
1410-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 


experience, provide expert 


TEL: (604) 669 0389 


IMMIGRATION TO CANADA 


CHAIT AMYOT 

Burristers & Solicitors (Founded 192%) 
Reputable Canadian law firm provides assessment of your 
chances of succes. FEES BASED ON RESULT 
Fees arc payable only if an Immigrant Visa is actually 
iwued and not otherwise For an ASSESSME NT. 
forward your resume to 

CHAIT AMYOT Immigration Division, 

| Place Ville-Marie, Suite 1900, Montreal, Canada. 
H3B 203 Tel: (514) 879-1353, Fax: 879-1460 

E-Mail: deomcsichait-amyot ca 


DELAWARE (USA) 
EE 
sett Sh Capana. Cd ow fer FREE AIT 
We provide confidential 


quality service for a 
reasonable rate. 


3511 Sivenide Rd, 4105 
30247] 9800 « 80032) CORP e 
E-molt com@dubeg com + Internet: 


Sonar fet n 
hip: / / deli com 





































INTERNET:- www.our-website.com E-MAIL-passport@infoserve.net 





IRISH OFFSHORE COMPANIES 
£145 Specialists in Irish Non-Resident 
Companies Fax: +353-51-386921 
www.iol.ie/-irishinc/ 





FREE CASH GRANTS! College. 
Scholarships. Business. Medical bills. 
Never Repay. Toll Free 1-800-218- 
9000 Ext. G-4265 US Only. 





GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext. H-4265 for 
current listings. 


SPRING-TIME IN LONDON 
We offer 24 apartments from 1-3 bedrooms, all 
Reception. with 
24 hour reception - 


with fully equipped kitchen / 

satellite TV - maid service - 

fax - laundry service 

Our competitive rates, privacy and ideal location 

im South Kensington make us the perfect 

alternative to hotel accommodation 

For rates and brochure please contact 

Collingham Serviced Apartments 

26-27 Collingham Gardens London SWS OHN 

Tel: 0171-244-8677 Fax: 0171-244-7331 


LONDON SUITES | 
LUXURY SERVICED APARTMENTS NEAR HARRODS 


CHOOSE FROM A SELECTION OF BEAUTIFULLY 
APPOINTED FULLY REFURBISHED ONE AND TWO 
BEDROOM APARTMENTS IN KNIGHTSBRIDGE 
ALL FULLY EQUIPPED WITH MODERN FACILITIES 


12 OVINGTON SQUARE 
KNIGHTSBRIDGE SW3 {LN 
TEL: 0171-581 5466 FAX: 0171-584 2912 
E-Mail: LSuites@aol.com 





NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED: 
Fiction, non fiction, Biography, Religious, 
Poetry, Childrens, 
AUTHORS WORLD-WIDE INVITED. 
WRITE OR SEND YOUR MANUSCRIPT TO:- 


MINERVA PRESS 
2 OLD BROMPTON RD. LONDON SW7 3DQ 


and guidance to your 


FAX: (604) 669 3905 


INTERNATIONAL 
PROPERTY 


SWITZERLAND 


Sale to foreigners authorized 


Lake Geneva 
& Mountain resorts 


You can own a quality APARTMENT/CHALET in 
MONTREUX, VILLARS, LES DIABLERETS, LEYSIN, 
GSTAAD Valley, CRANS-MONTANA, VERBIER, etc 
From SFR 200000 -Credit facilites 


REVAC S.A. 52 rue de Monttrillant — CH- 1202 GENEVA 
Tel :41 22/734 15 40 -Fax 73A 12 20 
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/ Degrees / Camouflage Passports / 13 B 
Countries / Secret Bank A/Cs / Awards 
GMC, Fax: *3120-5241407; E-Mail 


 Vosseest 


2ND PASSPORTS / Driver's Licences Basses 
UK & Offshore 








100413.3245@compuserve.com; 
http:/www.global-money.com 


Lavy & SERV 
Pe Modem, comic vati c 
Serviced Apartments offering Bes! Value for 
Unbestabie location in Sout Kensington 
2 person apartment from £70 per night 
4 person —" from £115 per night 


LOND ON 
Tourist Board Commended 


| ASHBURN GARDEN APARTMENTS 


IHE ECONOMIST APRII 


3 Ashburn Gardens, London SW7 4DG. U.K 
Tel: ++ 44 171 370 2663 
Fax ++ 44 171 3706743 


DOMINICA 


CITIZENSHIP & PASSPORT 


Fully Legal Programme 
Extensive Visa Free Travel 
Based on US$50,000 contribution 
Information / immediate service from 
OFFSHORE DOMICILES 

— LIMITED 
Sovereign House, St. Johns, 
Isle of Man IM4 3AJ. 
Tel: + 44 1624 801719 
Fax: + 44 1624 801990 
E-Mail: info@offdom.com 


http://www.offdom.com 





OFFSHORE 
TAX-FREE 


companies world-wide 


formation and administration 
of companies 
opening of bank accounts 
tel/fax/mail forwarding services 
LAV ECO LTD. 
1092 Budapest, Ráday u. 33/a, Hungary 
lel.: (361) 217-96-81, 216-54 
Fax: (361) 217-44-14 
E-mail: laveco @mail.matay.hu 
Ask for our FREE information 
brochure! 
Languages spoken: English, 
French, Russian, Bulgarian 


100 ways to Legally Obtain a 
SECOND 


PASSPORT 
FREE REPORT 


Reveals The Insider Secrets of 
Visa Free Travel 





Alternate Citizenship 
Tax Free Living 


For your FREE 16 page Report contact: 
Scope International Ltd, Box No 6978 
Forestside House, Rowlands Castle, 
Hants, PO9 6EE, England, UK. 


el: +44 1705 631751 
ax: +44 1705 631322, 


E-Mail:scopemail@compuserve.com 
Internet: http //www. britnet. co. uk/scope/ 
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Company Specialists 









en C pon Store is one of thi 
ONGEN establ ished j ofexitonal firmi 
pect nt Ka 

IN TE RN. ATION AL. 

. ine ues 

* Free colour brochure 

* Free nome check 

* Full nominee & domicilation & 
associated services 

* Ready made & own choice of 
nome Co's 

* We undertoke to refund the 
difference, if you can obtain the same 
services elsewhere at a lower cost 









| FREEPHONE (UK) 0800 26-26- 62 


THE COMPANY STORE 


Horringlon Chombers, 26 North John Street, 
liverpool L2 9RU, UK. 

Tel: +44 151 258 1258 Fox: +44 151 236 0653 
E-mail: enquiries € companystoreworldwide.com 
Visit our web site at: 
http: / /www.componystoreworldwide.com 


Offshore 
' Companies 


Tax Planning 


We incorporate and provide management 
services in all leading jurisdictions 
Offshore structures can cut taxes and offer 
significant asset protection 
For further information, please contact 

INTERNATIONAL COMPANY 
SERVICES LIMITED 
ISLE OF MAN - DIANE DENTITH - 
TEL: + 44 1624 801801 
FAX: + 44 1624 801800 
E-Mail: iom@icsl.com 
GIBRALTAR - STEVE ROWLEY 
TEL: + 350 76173 
FAX: + 350 70158 
E-Mail: gib@icsl.com 
HONG KONG - SIMON HANLEY 
TEL: + 852 2542 1177 
FAX: + 852 2545 0550 
E-Mail: hk@icsl.com 
SOUTH AFRICA - ANIKA SAVONA 
TEL: + 27 21 418 4237 
FAX: + 27 21 418 2196 
E-Mail: icssa@iafrica.com 
UK - MS PEYMAN ZIA 
TEL: + 44 171 493 4244 
FAX: + 44 171 491 0605 
E-Mail: uk@icsl.com 
USA - JERRY BAKERJIAN - BBA 
TEL: + 1954 943 1498 
FAX: + 1 954 943 1499 
E-Mail: usa@icsl.com 


http: //www.ICSL.com 






FCIS 


























OFFSHORE 
COMPANIES 


BY LAWYERS 


SCF is one of the world's largest tax 
planning practices. Fully owned and 
operated by lawyers and accountants 
All our consultants are professionally 
trained and will ensure your affairs will 
be dealt with in an atmosphere of 
utmost privacy and confidentiality 


WORLDWIDE OFFICES CAN 
= PROVIDE: B 

© BANK INTRODUCTIONS 

@ FULL NOMINEE FACILITIES 

@ FOUNDATION REGISTRATION 

@ TAX PLANNING ADVICE FROM QUALIFIED 
LAWYERS & ACCOUNTANTS 

@ COPYRIGHT & PATENT REGISTRATION 

@ ASSET PROTECTION TRUSTS 

@ VESSEL/YACHT REGISTRATION 


LOWEST 1° YEAR 
& ANNUAL FEES 
GUARANTEED 













WORLD WIDE 


No. 1 OFFSHORE 
COMPANY AND 
TAX PLANNING 
SPECIALISTS 


Since 1975 our worldwide staff of 
over 275 multi-disciplined 
professionals including lawyers, 
chartered accountants, chartered 
secretaries, and bankers have 
provided confidential and cost 
effective company formation in all 
the major low tax areas 


our network of international 
we are able to provide 
6 A choice of over 750 ready-made 






















































© BAHAMAS 

@® BELIZE 

€ BV ISLANDS 

@® DELAWARE LLC 
© GIBRALTAR 

@® HONG KONG 

€ HUNGARY 

© IRELAND 








$1995 
£225 












@ ISLE OF MAN £250 For confidential & inendly advice please contact 
Sees | LONDON OFFICE 
cae; N CHELSEA, LONDON’ 

@ SEYCHELLES $350 SW3 6NJ 








TEL: + 171-352 2274 
FAX: + 171-873 9688 
E-mail: offshore@scfgroup.com 


FREEPHONE: 0800 262 856 
www.scfgroup.com 


DUBLIN OFFICE 
21-29 LWR PEMBROKE ST, DUBLIN 2 
TEL: + 353-1-662 1388 
FAX: + 353-1-662 1554 
E-mail: offshore@scfgroup.iol.ie 


Other European Offices 


Other Jurisdictions & Offshore Banks 
Available on Request 
LUXEMBOURG - EVELINE KARLS 
Tel: 4352 224 286 Fax: +352 224 287 
FINLAND - JENNY KOMPULAINEN 












T 358 9 6969 2569 Fax «358 9 6969 2565 
HUNGARY - LASZLO KISS 9 BSc (Econ) 


Tel: «36 1 351 9959 Fax: «36 1 35! 9958 



























CYPRUS 
CHRISTODOULOS VASSILIADES Anorre 
Tel: «357 2 473211 FAX:«357 2 463463 
SINGAPORE - DIANA BEAN 
Tel: +65 535 3382 Fax: +65 535 3991 
HONG KONG 
RAYMOND CHO! MBA MLIA vey 


y at -Law 






















Tel: 4852 25220172 Fax: +852 25211190 

SHANGHAI - eni DEKKER uM Athens, Budapest, Lisbon, Monaco, Moscow, 
Tet: +86 21 6248 4355 Fax: +86 21 6248 1421 Nicosia & Sofia 

USA WEST COAST AICS Ltd 

KEVIN MIRECKI Attorney aiios For a free colour brochure on 










how you can save taxes please 
complete this coupon below: 


1/1 4 854 3 1344 Fi «1 7 4 854 6967 


For Immediate Service & our Free 110 
Page Colour Brochure Contact: 
ISLE OF MAN - C W FORSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 

Isle of Man, Great Britain, IM99 4EE 
E-mail: economista ocra.com 

TEL: «44 1624 815544 
FAX: «44 1624 817080 
LONDON - RICHARD COOK, BSc 
Tal: «44 1 1 355 10 96 F 
1509002 CERTIFICATED 


Toll Free From USA: 


1 800 283 4444 
Freephone From UK: 
0800 269900 


Offshore Information on 
www .ocra.com 





Name 



















Address 











ax 444 171 493 4973 
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ECONOMIC INDICATORS 


| sector and low budget deficits are good; 





OUTPUT, DEMAND AND JOBS America's industrial production rose by 0.2% in March, 
after falling in January and February. Growth slowed sharply from an annual rate of 7.2% in 
the fourth quarter to 0.9% in the first quarter—the weakest since 1990-91. Britain changed its 
definition of unemployment from the number of dole claimants to a survey-based estimate. 


% change at annual rate 











































































































The Economist poll Industrial Retail sales Unemployment 
GDP GDP forecasts | production — (volume) % rate 

 3mths! 1year — 1998 1999  3mths* 1year (year — latest year ago 

Australia — « 18 «3604 432 +31 +32 +27 Qs +4093 —82M« 87 

Austria = na «20 1997 +26 426 £183 4 67 Nv +33 De — 73M« 7.0 

Belgium +20 «290 +27 +28 na +55 feb* +29 D« 125 Mar 13.1 
Britain +25 «2904 +23 +19 -23 -02 feb +41) Ma 64 fe'& 76 
Canada +30 +4204 +33 +28 08 +14jn +37 Nw 85 Ma 93 

Denmark +45 +4408 +29 +27 $3.2 +41 Feb +20 fb 7.1 feb 83 

France +31 +32% +28 +27 +73 +75 feb «21! Fed 12.1 feb 125 
Germany +1) «2404 426 +27 +65 +43 Feb -O1 Feb 11.5 Ma 112 _ 

Italy +07 «2804 +23 +29 *30 +19 fed +07 Dec 12.0 jm 12! 
Japan -07 -02 Q4 né «10 -64 -36!b5 i -89 fe 36 à 33 
Netherlands +41 +3604 433 +32 +70 +49 feb + 3.5 Oct 48 feb? 58O 
Spin +37 +36% +35 +35 +79 4118 Fe na 198 qQ* 217. 

Sweden +92 +3304 +29 +29 +90 + 39 jan +39 fb 64 Mat 84 
Switzerland +19 «2009 +17 +21 na +680 +15 feb 46 Mar 56- 
United States +37 +37 04 +28 «23 +09 +43 Ma + 38 Feb 47 Ma 52 





rate 4.9% in March 





PRICES AND WAGES Britain’s 12-month rate of consumer-price inflation edged higher in 
March, to 3.5%, driven mainly by food prices. In the same month, inflation remained sub- 
dued in Austria and Canada, at 1.0% and 0.9% respectively. Australian producer prices rose 
by only 0.9% in the year to the first quarter, down from 1.8% in the fourth quarter. 




































































% change at annual rate The Economist poll 

Consumer prices* consumer prices forecast Producer prices* Wages/earnings 

i | — 3mths! 1year 1998 1999 y 3 mths? 1 year 3mths! — 1year 

Australia +10 -0204 +14 +22 -13 +09 a1 +64 +39% 
Austria +16 +10Me +16 +18 * 13 +05 Ma na na 
Belgium +08 +10 Mere +16 +19 -49 +04 Fe nl 432 Qs 
Britain #13 «35 Me «31 «27 +09 «10M. +74 + 45 Jan 
Canada +30 +09 mre +15 +19 -03 ¢05 fb +89 +18 lan — 
Denmark +02 +21 fe #23 «425 -33 +09 fb +31 +39 Noes 
France +01 ¢08Mae +12 17 -01 +09 un +22 + 29 Qs 
Germany +09 +11 Mer #16 +21 - 06 «02 Mx X na + 12 Feb 
Italy (0 23 *17 Mx +20 +23 +13 +13 feo +17 + 24 fe 
Japan -26 +19 Feb +05 +03 -29. = 1,1 Mw na + 03 Feb** 
Netherlands +43 +23 Ma +2) +24 -22 +12 Fe +22 +30 jan 
Spain * 14 +18 Mar #2) +26  -%7 + O05 tb 432 “#2900 
Sweden na + 1.0 Mar +16 +19 03 +16 fb +73 + 37 Dect 
Switzerland + 03 nil. Mar +06 +12 -30 -07M« n +05 1997 
United States +05 +14 Ma +18 «24 -40 -18 Mw  *4l| +40 Mar 





*Not seasonally adjusted. " Average of latest 3 months compared with average of previous 3 months, at annual rate. **New series. New weights 





E COMPARING COUNTRIES On the 
whole, people living in different countries 
benefit economically when they co-oper- 
ate with each other, through international Tr 
trade, capital flows and labour migration. talag 
Most people, however, are more con- 
cerned with how good their own country 
is at “competing” with other countries, a 
concept that is difficult to define. One of 
the better-known attempts to make these 
comparisons is produced annually by the 
Institute for Management Development 
in Lausanne, Switzerland. IMD constructs 
an index based on 223 criteria, intended 
to capture a country’s ability to help firms 
compete. Lots of R&D, an efficient banking 


protectionism is bad. The rankings appear 
in the chart: America wins, Russia loses. 
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COMMODITY PRICE INDEX 
| ME America's farmers are press- 


ing their agriculture department to revive 
wheat export subsidies, last used in 1995. 
Thanks to weak demand, wheat export 


_ prices have fallen by a third over the past 
. year, to a five-year low. The American gov- 


| ernment fears that the use of its export en- | 


hancement programme would prompt 


| the European Union to increase its own 





subsidies. Following a sale of subsidised 
EU barley to California, it has urged the 
European Commission to ban all subsi- 
dised agricultural sales to America. The ag- 
riculture department is looking at other 
options to help farmers, such as expand- 
ing export credit guarantees and its PL480 
export-aid scheme for needy countries. 
































1990-100 % change on 
Apr 14th — Apr21st* one one 
- month year 
Dollar index 
All items 99 4 99 6 -01 -171 
Food 1162 1172 - 04 -159 
industrials Fat ETT. a re ee 
Ail 84.7 843 +02 -185 
Nfaf 97 9 61. -— 23 225 
Metals 76.7 72 422 -151 
Sterling index 
All items 105.2 106.1 - 01 - 19.0 
Food — 1231 1248 - 04 -178 
Industrials i 
All 89:7 898 +02 -204 
Nfa? 103.7 024 - 23 -244 
Metals 81.2 82 «22 -V74 
SDR index = 
All items 100.1 100.2 - 05 -156 
| Food 17.1 119 - 08 -144 
Industrials 
Al ^ 853 849 - 02 -171 
Ntat 987 . 968 .— 27 -212 
Metals 773 77 +18 -136 
Gold” ites 
$ per oz 308.95 308.55 +24 - 97 
| Crude oil North Sea Brent 
$perbarel — 1363 1465 +05 -191 





* Provisional * Non-food agncutturals 
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FINANCIAL INDICATORS 


STOCKMARKETS Asurgein IBM's shares helped push Wall Street to another record high in | M PUBLIC PRUDENCE Governments 


| 
| 


| 





the week to April 22nd. However, Vienna was the biggest gainer, up by 3.9% following bullish 


brokers’ reports. Zurich was hit by Novartis’s losses while Toyko remained tense. 

















_ and business cycles have cut public spend- 
ing in almost every rich industrial econ- 


Share price indices % change on omy since 1994. Top of the league is Swe- 
1998 cx m ai Dec31st1997 | den, where public spending has fallen 

Apr22nd high low week year high in local ins | from 68%ofGDPin 1994 toa planned 59% 

has ER aaa r o s a ee em this year. Despite this, it still has the high- 

ustralia 856. .881, 542. - 0. + 15. - + + 9. : : 

Austria 1,562.5 15625 12457 + 39 +29.2 -101 € 207 4211 est government spending among the rich 
31442 31442 24050 +20 «423 "mi + 300 +303 | economies. Over the same period, Swe- 
5.931.1 61058 ^ 50688 - 24 +352 “29 4 15$ «1,5 | den's budget has swung from a deficit of 

Canada 7,8223 ^ 78223 62400 + 01 +332 ni + 168 +167 | 10.3% of GDP to an estimated surplus of 

Denmark 764.1 778.8 667.1 - 06 +41.0 - 19 + 130 +133 | L6% this year. The only country in the 

France 2,4869 2,5502 18731 - 07 +45.2 - 25 + 279 «280 chart where public spending has in- 

Germany 5,3607 5,4420 40873 - 05 +579 SINS x 251 *266 creased since 1994 as a share of GDP is Ja- 

Ita 15935 16544 1,0532 212 4106.4 35 . $4 813 «510 ge Sy he 

Japan 157615 17,2683 146644 1:33- '-1$9.. -99$ 4 33 + ;s | Pan; it is also the only country which is 

Netherlands 1866 11880 892.0 + 08 +564 - 01 + 299 4305 | NOW running a bigger budget deficit than 

Spain 894.4 338.8 632.6 - 10 +773 -47 + 414 +416 | four years ago. 

Sweden 3,651.5 3,760.0 2,853.1 - 29 +38.0 - 29 -«.217 258 

Switzerland 7,3089 7,8277 6062! - 40 +529 - 66 + 167 +15.0 

United States 9,176.7 — 9,1849 7,5804 + 02 *347 SAN- + 160 +16.0 

Worid* 1,094.1 1,097.2 896.5 - 03 +32.1 - 03. 4 168 2168 


*Morgan Stanley Capital International index includes above markets and seven others, in dollar terms 











MONEY AND INTEREST RATES American bond yields rose in the week to April 22nd on | um 
expectations of a rise in interest rates in coming months. The Bank of Italy, however, cut its | 
key interest rate by half a point on new evidence that inflation remained subdued. Ow: 
Money supply* Interest rates % p.a. (Apr 22nd 1998) wn Uc 
% rise on year ago over-  3-mth money market banks bond yields Eurocurrency Canada E 
narrow broad night latest year ago prime gov't? corporate . 3 mths bonds Netherlands EX 
Australia +12.1 +64 feb 5.00 490 6.03 850 576 6.30 494 5.40 Italy EJ 
Austria +47 «11 an 3.38 3.60 343 650 5.02 na na 556 jb 
m +76 +64 n 347 370 319 725 499 477 375 466 Greece EJ 
Britain +68 +95 Ma 738 7.44 6.38 825 585 642 741 6.11 Spain 4.1 | 
Canada +136 +46 feb 468 455 3.22 650 537 602 491 516 
Denmark na +38 feb 360 392 3.60 625 506 707 388 479 — pu 
France +111 443 feb 338 —— 355 3.25 655 492 505 380 463. Ireland 
Germany +55 +40 Ma — 339 3.66 3.25 495 487 490 366 459 
Italy +84 +88 feb 544 4.68 7.00 825 518 542 505 483 en EF 
+88 +45 Mw 0.44 0.58 0.44 163 181 152 050 119 Austria EJ 
Netherlands — «475 «72 Dec 2.88 3.50 3.09 525 — 491 529 355 457 Germany | 0.1 | 
Spain 4116 431 Ma 460 442 5.52 725 503 5.40 434 467 
Sweden na -04 Ma 4.25 4.47 4.01 504 516 521 458 492 United states EEJ 
Switzerland — «85 +16 lan 1.25 1.38 181 3113. 31$ 33 134 234 Portugal Ea 
United States +05 +99 Ma 550 5.44 5.71 850 5.67 681 563 564 Mess Ed 
t Ten-year bond rates (old series: Britain 15-year 5.81%, United States 30-year 5.9696). 
*Narrow. M1 except Britain MO, broad: M2 or M3 except Britain M4. Sources: Banco Ambroveneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, Chase EH 
Manhattan, CA IB investment Bank, Commerzbank, Crédit Lyonnais. Credit Suisse First Boston, Den Danske, Deutsche, Generale, | P. Morgan, Paribas, Royal "forecast 


Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, DatastreanviCV. Rates cannot be construed as banks’ offers 























TRADE, EXCHANGE RATES AND RESERVES America's visible-trade deficit widened to $18.6 billion in February, lifting the 12-month 
total to nearly $201 billion—its highest since the series began in 1992. In the same period, Germany's 12-month trade surplus rose to $71.9 
billion and Italy's declined to $28.9 billion. In the week to April 22nd the yen fell 1.2% in trade-weighted terms; sterling lost 0.8%. 















































Trade balance*, $bn Current account , $bn Exchange rate Currency units per $ Currency units Foreign reserves? $bn 

latest latest 12 latest 12 mths trade-weightedt Apr 22nd year ago perf perDM per ecu latest year ago 

month months Apr22nd year ago 
Australia - 024 t + 13 - 133 Q4 853 982 153 129 257 086 1.69 16.5 feb 140 
Austria - 07204  - 56 - 39 Dec 102.7 103.5 12.6 12.1 211 21M 139 '" "20€ — 2215. 
Belgium - 035 de + 109 + 139 Dec 101.9 . 1034 370 35.3 61.9 206 — 408 169 *& 169 
Britain - 180 ian - 206 + 730 106.2 39.3 060 062 - 0.33 066 — 3230« 399 
Canada + 128 feb + 150 - 122 Q4 82.4 84.2 143 1.39 240 0.80 1.58 212 feo — 209 
Denmark +029 an + 37 + 1104 104.0 105.8 6.83 653 1145 — 38l 7.55 204 feb — 146 
France +271 an «312 + 392 Jan 105.4 106.2 60! 578 1006 335 6.63 - 32.1 feb — 278 
Germany + 6.72 feo — «719 - V3 Feb 103.2 105.0 179 — 171 300 - 198 1217 *e — 806 
Italy +190 an + 289 + 36.8 Dec 753 759 1772 1,704 2,968 989 1,957 547 feb. 457 
Japan $11.38 Feb — «1083 +102.9 Feb 1182 120.5 131 126 219 729 144 2220 fe — 2171 
Netherlands + 170 D«5 + 167 + 23103 101.4 103.0 2.02 193 338 113 2.23 243 feo 268 
Spain -—200 an —- 188 + 7.2 Jan 76.5 78.1 152 144 255 850 168 682 feb — 602 
Sweden + 138 Fed +169 + 59 Feb 87.3 85.0 768 764 12.9 428 848 93 fb 160 
Switzerland + 00! fee + 05 + 209 Q4 106.1 103.9 148 — 146 248 083 1.63 34.8 Feb 351 — 
United States -18.57 feb -200.9 -166.4 Q4 109.0 105.7 - - 168 0.56 110 — $9.0 wn 572 


*Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others ci/fob. 19902100, Bank of England tExcluding gold, IMF definition 


$Not seasonally adjusted. 
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EMERGING-MARKET IN DICATORS 


ECONOMY China's Gpr growth slowed to 7.2% in the year to the first quarter, in part due to 
the slump in demand in the rest of Asia. Poland's GDP growth slowed to 6.5% in the year to the 
fourth quarter. In March, the 12-month rate of inflation fell to 8.6% in Russia, but remained at 
5.4% in South Africa. Chile's trade-deficit widened to $2.4 billion in the year to March. 








| MGLOBALGIANTS Once differences in 
the local purchasing power of currencies 
_ are taken into account, China's economy 

is just over half the size of America's. Ac- 


cording to the World Bank's latest World 



























































































































































| Development Indicators, the most com- % change on year earlier Latest 12 months, $bn Foreign reserves, $bn 

| prehensive set of international economic “ad die EP E. C bii 

, and social statistics, China's GDP in 1996, | China + 7201 - 26 we + OM» +441 me 42311997 143.7 m 1106 

| measured at purchasing-power parity | HongKong +570) - O02 de + 47 tb -195 Fb - 26 1996 803 w 659 — 

| (PPP), was just over $4 trillion.On asimilar India +56 1997 +59 in + 91» -58rb — - 48 1997 254 mw 227 — 

| basis its income per head was $3,330,com- _ Indonesia + 66197 +900 ^ * 39.1 m c4 MCS. E ee Feb 19.0 

pared with $28020 in the United States, | Meise + 69.0 He e Sines Ute be re IE 

. + ' - lan - lan 

| The other emerging economy whose rela- Singapore 4 740 +162 fb + 09:9 = 5895 — 41380 “JAA ww — 757 

| uve importance increases Once Output I$ | sou Korea +39% - 19 fb + 90w +62 Me +35 feb | 267 te 30.5 

| measured ona PPPbasisisIndia.Itwasthe | Taiwan - $719 39M + 269 +58 — 740 840 Feb 886 

world's fifth-largest economy in 1996. Thailand + 04197 -165an + 950 -53D - 8603 254 feb 37.2 
| | Argentina £520 "9 758» — 3.08wMc ZRIN — 10 — 21) m cM 
| eor [mm OR DOE M DNA TO AR 
1 | * Q4 * Feb * 3 Ma Mart - Q4 jan 

| aga ag Pu Colombia ^ «550 +117 ox + 192 ww 290« -559 95 oe 96 

| Mexico +67% + 7.2 feb + 15.3 Mar - 1.6 feb - 7.3 94 29.1 Feb 2313 

| Venezuela «5519 .— na + 383 Me 4115 Nv + 59 19 144 D« 118 

| Greece — + 35197 +5200 + 46Www — -187 oct - 48 be 143 Feb 18.8 

| Israel + 150 - 12 * 44 Mw - 74 te - 36 o4 215 Feb 13.9 
Portugal + 3619 27m + 23 mad — -104 ox 5.4 Nov 15.1 ia 16.5 | 

| South Afrka + O08 qs -15r + Séww + 31r — - 190 — — 45 m o $14 | 

| Turkey + 67 04 +15.6 Feb + 973 Ma -21.1 Bec - 22 De 195 feb 16.3 

| Czech Republic + 2.2 o4 + 87 feb + 13.4 Mar 3.6 Ma -320 99 in ite * | 

| Hungary +530 +112 feb + 16.4 Me -19rb — - 091 — 86 un 93 | 
Poland * 6504 +149 My * 13.9 Mar -11.3 jan - 43 jan 229 ian 17.9 
Russia +O01med + 14% + 86 Nw 417740 +7503 10.5 Jan 93 | 


* Visible and invisible trade balance "Includes gold. §New series. 





FINANCIAL MARKETS Moves on privatisation boosted both Istanbul and Athens to in- 
| creases of 14.2% and 12.1% respectively in the week to April 22nd. Asian markets were gener- 
| ally gloomy on worries about themselves and about Japan. Continuing labour troubles 
| helped to depress Seoul, down by 7.7%. Shanghai went against the crowd and rose by 0.6%. 













































































| Currency units Interest rates — Stockmarkets % change on 
per $ per £ short-term Apr 22nd Dec 31st 1997 
| Apr22nd yearago Apr 22nd % p.a. one in local in $ 
week curre terms 
China 8.28 8.29 139 8.08 1,408.7 * 06 + 119 + 119 
| à Hong Kong 7.75 7.75 13.0 6.09 10,977.5 sasa woe 24^ x 24 
| B REGIONAL DIVISIONS On a PPP basis, India 397 357 66.5 7.33 4,179.4 ree es 
almost one-quarter of global economic | indonesia 7950 2419 13,316 35.36 500.6 1 ux M6. « 9 
output came from North America in 1996. | Malaysia 377 2.50 631 11.06 ES) 21 397 m AR «e 77 
The European Union and the emerging Philippines 38.3 264 64.2 14.43 2,154.3 -25 + 152 «200 | 
| economies of East Asia each contributed | Singapore 1.59 ] 44 2.66 5.03 JILDI BEAR CS SE GO ME T. 
| about one-fifth. The combined economies south Korea mE O m = Er Mr xs - t - pated 
| : . a 55. | 8,636. 2-1 + EAE | 
| are a were slightly larger than Thailand 39.3 26.1 658 23.50 4367 =f YE SEE ee 
: Argentina 1.00 1.00 167 10.60 7107 4540. a JA 1 34 
Brazil 114 1.06 191 2335 117000 — - 48  * 148 + 122 | 
World GDP at PPP* Chile — Ter Sre Dee. 1268 4,618.1 - 22 - 37 - 65 | 
by region, 1996, as % of total Colombia - 1,300 1,046 2,178 30.88 1,233.8 - 0.6 = WB — 175 | 
i eH Mexico 8 46 7.88 142 18 15 5,164.7 +35 ee ae 
America Venezuela 533 480 893 35.56" 6,893.9 «334, = 204 24.6 
| Greece — 310 272 520 13.16 2.6234 $121 29 313. *.62.1 
| israel 3134 ... &4Q . 627 .— 10425 or Se Ober A4 cAMP, 412 
| Portugl — — 184  — 172 308 445 6,1769 +13 + 634 4636 
South Africa 5.05 445 845 12.86 8,310.1 +13 + 30 +292 
Turkey 247,650 134,125 414,814 69.07 4,365.8 +142 265 + 58 
Czech Republic — 333 303 557 1539 480.3 =0F vee 130. * 13 | 
Hungary 210 180 352 18.26 8,980.6 $47 429-4 92. .| 
| Poland 3.40 314 570 23.95 122114 -15 + 173 % 216 
| Russia 6.00 5.75 1005 30.00 —— 3175 +14 = 200 - 200 
"New senes, "New index | 





| Sources: National statistics offices, central banks and stock exchanges, DatastrearnviCV; Reuters; SBC Warburg: 1 P Morgan; Hong Kong Monetary 

| Authority, Centre for Monitoring Indian Economy, Bank Negara Indonesia, Malayan Banking, Philippines National Economic and Development Authority, | 
Hoare Govett Asia, FIEL; Baring Secures. Merrill Lynch; Bank Leumi Le-srael, Standard Bank Group, Akbank; Bank Ekspres Deutsche Bank; Russan | 
Economec Trends 
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Porsche works hard to build the world’s finest 
sports cars, and they want people to keep them 
that way. So, every new Porsche now comes filled with 
Mobil 1: Porsche believes that no other oil performs better. 
They use Mobil 1 for developing new engines, too, and 
in all of their racing cars. They also work with Mobil 


people. We and Porsche, you see, are close partners. 





We work in each other's research centres, we're 
together at the track, and Mobil's name now appears 
in a place of honour—on a plaque in Porsche engine 
compartments. It recommends that you keep using 
Mobil 1 for as long as your Porsche exists. Which, if 
you do as our partner suggests, should be a very long 


time. To learn more, our Web site is www.mobil.com. 
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LETTERS 


Free speech 


Sir-It is hard to imagine a more 
misleading, inaccurate and un- 
informed article than "When lib- 
erty is not so sweet" (April 4th). 

On the subject of campaign- 
finance reform, you begin by 
asserting that the American Civil 
Liberties Union (actu) is deeply 
split over this issue. In fact, at a 
recent meeting of the national 
Board of Directors, there was an 
overwhelming consensus sup- 
porting our opposition to the 
core provisions of the McCain- 
Feingold bill, the main instru- 
ment of “reform” in Congress. 

Also, you seem unaware that 
two dramatically different 
reforms are being advocated in 
the United States. The AcLu 
favours establishing a floor of 
public financing for all qualified 
candidates that would provide 
them with adequate means to get 
their messages to voters. This 
reform would truly equalise 
speech, which is why neither 
Congress nor the president is 
fond of it. Few incumbents want 
to fund their competition. 

The alternative reform would 
pass laws limiting the amount of 
money that can be spent on 
speech. This approach leads to 
violations of the first amend- 
ment and benefits incumbents. 
Studies show that challengers 
need more money to compete. 
This is why most in Congress like 
it. There are other problems with 
what many in Congress call 
"reform". The McCain-Feingold 
bill, for example, would in effect 
have barred any individual or 
organisation from criticising 
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public officials standing for re- 
election within 60 days of that 
election. It is precisely this sort of 
criticism that the first amend- 
ment was intended to protect. 

Public financing of the kind 
the actu advocates would be 
more effective, and would avoid 
constitutional pitfalls. Ironically, 
reformers who keep supporting 
measures like McCain-Feingold 
do a disservice to genuine cam- 
paign-finance reform, because if 
bills like this are allowed to mas- 
querade as reform, neither Con- 
gress nor the president will get 
serious about public financing. 

Then, in an abrupt shift to 
criminal-justice issues, you quote 
approvingly from a forthcoming 
article in the Atlantic Monthly. 
That article accuses the actu of 
invoking constitutional rights 
"to overturn the freely expressed 
will" of the majority in a case 
involving warrantless searches of 
public-housing tenants in Chica- 
go. This is what constitutional 
rights are intended to do. The bill 
of rights is precisely a limit on 
majority rule. You justify the sus- 
picionless searches by saying that 
a majority of the tenants wanted 
them. In fact no vote was ever 
taken. Our clients were tenants 
too, and they opposed the search- 
es with the advice of a seasoned 
law-enforcement expert. 

You also seem to think that 
rights are intended to prevent 
white policemen from violating 
the rights of black citizens, but 
that it is perfectly acceptable for 
black policemen to do so, provid- 
ed that a majority of black citi- 
zens approve. The reality is, when 
the constitution's limits are lifted 
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to unleash the police, it is black 
Americans who are dispropor- 
tionately arrested, sentenced, 
and imprisoned. Police stop cars 
driven by blacks to such a degree 
that a new offence has in effect 
been created: "driving while 
black." Curfew and loitering laws 
have had the same result, as have 
indiscriminate searches. And 
although only 12% of drug users 
are black, 38% of those arrested 
andan even higher percentage of 
those imprisoned are black. 
Now, one in three young black 
men is under the jurisdiction of 
the criminal justice system. 

The notion offered in the 
Atlantic Monthly that rights can 
now be reduced because law 
enforcement in America has 
become racially neutral is 
demonstrably wrong. Your corre- 
spondent seems to have swal- 
lowed it without question. 

IRA GLASSER 
New York ACLU 





Venezuela's elections 


Sin-Elections are corrupted to 
benefit someone, usually a ruling 
party. Yet in Venezuela, where 
you think elections are corrupt 
(April 4th), Rafael Caldera, run- 
ning for the out-of-power Christ- 
ian-democratic party COPEI in 
1968, won the presidency with a 
margin of less than 20,000 votes. 
The social-democratic party AD 
won in 1973. In 1978 cope! won. In 
1983 and 1988 AD won. 

You also imply that fraud 
could be committed by the hacks 
of corri and ap in the electoral 
council. Yet in 1993 Mr Caldera, 
by now independent, defeated 
both parties. 

Whatever Venezuela's admin- 
istrative  corruption—by all 
accounts huge—this does not 
sound to me like "notoriously 
corrupt" elections. 


CARLOS 
Manila RAMIREZ-FARIA 
D E eS es — 

Meat market 


Sır-Your leader “Nelson’s trad- 
ing error" (April 4th) criticises 
Nelson Mandela’s support for 
trade barriers and suggests that 


E-MAIL : letters@economist.com 


Union. Our local cost of produc- 
ing a kilogram of meat is roughly 
the same as the export incentive 
paid to agents in Europe. Also, 
European farmers receive gener- 
ous subsidies under the cAr. No 
wonder local importers boast 
they are offered free meat from 
Europe. Producers in neighbour- 
ing countries would like to 
export to South Africa. They 
receive no government subsidies 
and cannot compete with Euro- 
pean taxpayers. 

Agriculture should be in the 
vanguard of the African econom- 
ic renaissance. We have the skill 
and resources. It will not happen 
unless local producers can expect 
a fair price at local markets. 

We think Europe is not ready 
for free trade. Until the price of 
meat and other agricultural 
products is determined by sup- 
ply and demand, and not by 
what taxpayers are prepared to 
pay in subsidies, Africa will need 
trade barriers. 

] VAN DER WESTHUIZEN 
Lichtenburg, South African Meat 
SouthAfrica Producers Forum 





Unquote 


SiR-Your article on Jeffrey Archer 
(April 4th) attributes a quotation 
to me. I believe the source was a 
Sunday Times article of Septem- 
ber1994. | made it very clearto the 
Sunday Times that those words 
had been composed by their 
reporter and were not a quote 
from me. I would like to make 





this clear once again. 

London HUGH ALDOUS 
di E n 

Bad faith 


Sin-In your offensive leader on 
religion (April lth) you lump 
together all religions as equally 
affected by fanaticism, violence 
and other horrors. You forget to 
add the official religion of The 
Economist: an absolute faith in 
the “invisible hand”. This faith 
also has its high priests, Milton 
Friedman, Jagdish Bhagwati and 
others; its holy city, Chicago; its 
pantheon of saints, such as 
Adam Smith and David Ricardo 
and its fair share of fanatics, The 
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EXECUTIVE FOCUS 


RECRUITMENT CONSULTANTS GROUP 
2 London Wall Buildings, London Wall, London EC2M 5PP 


Tel: 0171-588 3588 or 0171-588 3576 
Fax: 0171-256 8501 E mail: cjagroup@online.rednet.co.uk 





Intellectually challenging opportunities at the leading edge of research where your input will have a 
direct impact on fund performance 


EMERGING MARKETS MODELLING 
- FIXED INCOME AND CURRENCY 


LONDON £60,000 - £90,000 + BONUS 


FAST GROWING EMERGING MARKETS BUSINESS OF A HIGH PROFILE US INVESTMENT FIRM 
We invite applications from candidates who must have a post graduate qualification and have had at least 4 years’ 
experience of applied econometric modelling, preferably gained within the financial sector, but candidates from 
international financial institutions, economic research organisations or academic institutions will also be considered. As 
the selected applicant, you will work under the supervision of our Chief Emerging Markets Economist and help develop 
quantitative models for fixed income and currency markets of the key emerging market countries. Essential qualities are 
flexibility, to have a ‘roll-up sleeves’ attitude to work and, above all, to be an effective team player. For an individual with 
directly relevant experience, a higher salary can be negotiated. 

US based candidates will be able to work out of our office in the New York area. 
Applications, in strict confidence, reference EMM/7273/E should be sent or faxed to the above address, 


will be forwarded to our client in the first instance. If there are companies to whom you do not wish your 
application to be sent, these should be listed in a covering letter addressed to the Security Manager, CJRA. 








Head of Policy and 


Research Department 
e.£50,000 pa 


The Wellcome Trust, the largest medical research charity in the UK, is 
seeking a new Head for its Policy and Research Department. This 
department provides analysis and briefings on all aspects of biomedical 
and science policy to the Governors, Director and senior staff, It 
undertakes research on bibliometrics and other aspects of research 
output and funding. It also monitors publications, public policy 





Director of Administration 







The International Federation of Surveyors (FIG) is the international non- 
government organisation which represents the interests of surveyors at the 
global level. Founded over 120 years ago, it has grown significantly in recent 
years and now has as members national associations in over 70 countries, 
representing in excess of 250,000 professional surveyors. 







Following a recent strategic review FIG is establishing a permanent 





and research across Wellcome Trust areas of interest and helps in 
the development and implementation of the organisation's 
corporate strategy, 


You should have a strong policy background at a senior level, probably 
in science, science policy, public health, medicine or higher education 
and a good understanding of policy development, corporate planning 
and the interface with public policy. Experience of managing a team is 
essential together with a proven background in the production of policy 
advice to decision makers. 


For further information and details on how to apply, please 
call Lynne Letts on 0171 611 8593. Closing date for 
applications: Monday 11 May 1998. Interviews are scheduled for 
Friday 22 May 1998. 


The Wellcome Trust is a Registered Charity, (No: 210183). 
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administrative headquarters in Copenhagen, for which a Director is now 
sought. Working closely with the seven members of FIG’s governing Bureau 
the Director will be responsible for providing administrative support to FIG’s 
members, co-ordinating FIG's technical work, and promoting and marketing 
FIG and its activities. 








Applicants should possess strong administrative, financial, communications 
and strategic planning skills, ideally gained in an international environment: 
and they must be able to work across cultures in a sensitive yet proactive 
manner. They must be fluent in English and a working knowledge of other 
languages will be useful. Experience of the surveying profession, whilst 
beneficial, is not essential. 








Hours of work will initially be on a flexible basis, equivalent to four days per 
week. 







Applications, in the form of a comprehensive CV and a covering letter 
highlighting relevant experience, should be sent by 30 June to: 





The Secretary-General, FIG, 12 Great George Street, 
London SWIP 3AD, UK 


from whom further information about FIG can also be obtained. Short-listed 
applicants will be invited to meet a selection panel in Copenhagen on 
Monday 7 September. It is anticipated that the successful applicant will take 
up the appointment on | January 1999, 
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[Institute 
Of Social Studies 


The Hague, The Netherlands 


The ISS is an international centre 
for higher education and research in 
"EL development studies. P. ostgraduate 

s , teaching programmes conducted in 
- * English are available at the Diploma, 
MA and PhD levels. 


Human Resources and Local Development. one of the 
Institute's four staff groups, focuses on regional and local 
development in African, Asian and Latin American 
countries. Aspects of central concern include governance 
structures and regional development; economic restruc- 
turing: local economic development: poverty alleviation 
and decentralised planning techniques. The faculty is 
involved in research and advisory work related to local 
governance and economic development: regional 
development and conflict: embeddedness of firms and 
socio-economic restructuring: and endogenous develop- 
ment of productive capacities. 


Professor of Regional and 
Local Development 


The ISS invites applications for the above post 


project and consultancy activities at the ISS as well as in 
Africa, Asia and/or Latin America and be expected to 
provide leadership in these fields. Morcover, s/he will be 
expected to play an innovating role in setting priorities for 
future ISS activities in regional and local development. 
Applicants should also be prepared to hold institute-level 
administrative office at the ISS. 


Requirements include à PhD in economics, preferably 
with a specialisation in regional economics; a proven 
interest in interdisciplinary work; and a thorough acquain- 
tance with the major aspects of local and regional deve- 
lopment in the Third World, demonstrated by teaching 
experience and publications record. 


Employment conditions are comparable to those at Dutch 
universities. Salary is in accordance with Scale Hoogleraar 
A of the salary scales applied at the Dutch universities. 


Applications accompanied by a curriculum vitae and the 
names of three referees should reach the ISS before 

30 May 1998, addressed to the Rector, Institute of Social 
Studies, PO Box 29776, 2502 LT The Hague. 


of published output and their referces will be contacted at 


Chair of the Search Committee, Professor dr H. Thomas 

by letter at the ISS address, telephone (office: 31-70-4260 
570; home: 31-70-3558 515), E-Mail (Thomas@dataweb.nl) 
or fax (office: 31-70-4260 759: home 31-70-3554 785). 


The successful candidate will undertake teaching, research, 


Short-listed candidates will be requested to supply samples 


that stage. Additional information can be obtained from the 


REPUBLIC OF RWANDA 


MINISTRY OF COMMERCE, INDUSTRY AND COOPERATIVES 


RURAL SMALL AND MICRO-ENTERPRISE PROMOTION PROJECT 


INTERNATIONAL CALL FOR BIDS 


FOR THE RECRUITMENT OF AN EXPERT IN 
PLANNING AND FINANCIAL MANAGEMENT 


Date of announcement: 28th April 1998 
IFAD Loan No. 411 - RW 


1. The Rwanda Government has obtained a loan from the International Fund for 


Agricultural Development (IFAD) in various currencies equivalent to three 
million seven hundred and fifty thousand SDR (SDR 3,750,000) as a 
contribution to the funding of the Rural Small and Micro-Enterprise Promotion 
Project. It is intended that part of the proceeds of this loan will be used to cover 
payments for the technical assistance to be provided by an expert in planning 
and finance. The purpose of the Project is to contribute to development by 
increasing the productivity, profitability and competitiveness of small and 
micro-size enterprises run by the rural poor, through easier access to improved 
technology, training and credit. In its first phase of two years and a half, the 
Project will be located in three Districts of Rwanda, namely, Byumba, Umutara 
and Ruhengeri, with a Head Office in Kigali. It will eventually be expanded to 
other Districts in the country for a second phase of equal duration, subject to the 
results of that initial phase. 


The National Tender Board, whose address is B.P., 4276 Kigali (Rwanda), 
telephone (250) 75383 and Fax (250) 75384, now invites, on behalf of the 
Ministry of Commerce, Industry and Cooperatives, IFAD member countries’ 
bidders to submit their offers for candidates to the post of EXPERT IN- 
CHARGE OF PLANNING AND FINANCE, Rural Small and Micro-Enterprise 
Promotion Project Project. 


Under the supervision of the Project Coordinator, the incumbent will be 
responsible for planning, organising, coordinating, monitoring and controlling 
all the technical, administrative and financial activities in order to achieve the 
objectives of the Project. The incumbent will specifically carry out the 
following tasks: 


Writing the manual for the implementation of the Project; 

Supporting the Project Coordinator in the elaboration of the Plan of Work and 
Annual Budget and ensuring their proper control and execution; 

Establishing and updating whenever needed the list of goods and services 
required; 

Supervising and management, follow-up and evaluation of technical, 
administrative, accounting and financial activities of the Project, while ensuring 
compliance with established procedures; 

Ensuring that the financial management of the Project is in conformity with the 
Loan Agreement; 

Contributing to the preparation of calls for bids and tender award contracts; 
Undertaking the technical and financial monitoring of parties contracted to 
provide services; 

Preparing and assisting visiting missions concerned with technical assistance, 
auditing and supervision of the Project: 

Supervising the preparation of pipeline projects to be promoted through this 
Project; 

Carrying out, in collaboration with the expert in technology, the techno- 
economic analysis of the projects to be promoted, with due regard to their 
financial and technical viability; 

Providing training to local personnel in planning techniques and in accounting, 
administrative and financial management; 

Planning the activities of the Project in the field (implementation of the 
programme, traming of small entreprencurs and organising credits); 

Writing the financial report of the Project, along with the incumbent's own 
report, and assisting the Project Coordinator to prepare the different activity 
reports of the Project; 

Carrying out any other activities required by the Project Coordinator in order to 
facilitate the good implementation of the Project. 


4. Required Qualifications: 
p= candidate should have: 


At least 4 post-graduate university degree (or equivalent), with specialisation in 
economic and financial planning, management and accounts; 

At least a ten-year experience working in developing countries (five years in the 
field), especially in designing, managing and setting up rural development 
projects concemed with the promotion of small enterprises and lending; 
Knowledge of French and English; 

Knowledge of the procedures of international financial institutions; experience 
with IFAD procedures would be an advantage; 

Sufficient computer literacy, particularly in accounting programmes; 

Aptitude and willingness to work in rural areas. 


S. The duration of the employment contract will be two years. 


6. The offers (with an application letter, three letters of relevant references and a 
Curriculum Vitae) should be forwarded to the: 
Secretary-General, National Tender Board, B. P. 4276 KIGALI - RWANDA, 
not later than 28th June 1998 at 1.00p.m. GMT,and will be opened immediately 
after, in the presence of bidders’ representatives who may 

wish to witness the opening of the bids. 
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"4 Ameren Energy 


If you want to succeed with a dynamic organization 
in the fast-growing financial markets for electric 
power, consider AmerenEnergy. We are the 
national trading and marketing subsidiary of 
Ameren Corporation, a $9 billion asset energy 
company. 


We seek highly motivated professionals to help 
build the premier firm in the newly deregulated 
power industry. Successful candidates will 
possess both excellent communication skills 
and the ability to work effectively in a fast- 
paced entrepreneurial environment. 


AmerenEnergy now has career opportunities in 
the following areas: 


e Commodity Traders -Expertise in futures, 
financial or pasica markets. Power marketing 
and/or natural gas experience a plus. 


* Risk Managers - Fundamental understanding 
of energy markets necessary. Proficient in 
quantitative methods for risk valuation and 
control. Confidence and interpersonal style 
capable of effectively interacting with 
traders and senior management. Proven 
track record, 


* Quantitative Research Director -Innovative 
thinker to identify and develop strategies in 
trading and product structure. Excellent 
quantitative capabilities and credentials. 
Leadership ability to direct talented individuals. 


* Merger & Acquisition Strategist— 
Experienced negotiator and deal-maker to 
source alliance opportunities and structure 
winning transactions. Strategic visionary with 
ability to create affiliations that optimize the 
opportunities in the restructuring energy 
industry. 


If you are interested in joining our team of 
experts, please send your resume to: 


v 
H Ameren Energy 


Management Recruiting 
P.O. Box 1111 
St. Louis, MO 63188 
314.613.9123 fax 
Opportunities@AmerenEnergy.com 
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National Economic Research Associates 






Consulting Economists 
London Madrid Sydney 


NERA is a leading international firm of economic 
consultants specialising in regulatory and competition 
issues, public policy and business strategy. Our 
consulting assignments include work on privatisation, 
economic regulation, competition policy, investment 
analysis and policy evaluation. As a result of recent 
expansion of our business, we are currently inviting 
applications both for entry-level posts, as research 
officers and analysts, and for more senior positions in our 
London, Madrid and Sydney offices. 













l. Health. The London office is seeking to recruit an 
economist with some senior or managerial level 
experience in the health sector, preferably but not 
necessarily involving consultancy experience. There is 
also a vacancy in Madrid for a health economist at entry- 
level. 








2. Communications. The Madrid office is seeking to 
appoint a Director for its communications practice. The 
London office is also looking to appoint a senior 
telecommunications professional capable of contributing 
to the development and expansion of the practice. 
Successful candidates are likely to have had some 
management responsibility in industry or a regulatory 
authority, or to have worked in consultancy. 










3. Water. The London office is seeking to recruit a 
senior professional with water experience and the skills 
required to lead a consulting team. 






4. Energy. The Madrid office is secking to appoint a 
Director for its energy practice. Candidates should have 
appropriate management or consultancy experience in 
the industry or with a regulatory authority. 








5. We will also consider other applications from suitably 
qualified candidates with experience of regulatory 
principles and their application in the electricity, gas, 
water and telecommunications sectors. 








All candidates are required to have excellent academic 
postgraduate-level qualifications in economics, high 
professional standards and a practical approach to clients’ 
problems. Fluency in English and Spanish is a 
requirement for our Madrid office. Applicants must have 
either an EU passport or a permanent UK work permit 
for our European offices. For posts in Sydney we are able 
to assist with visa requirements and relocation expenses, 
where appropriate. 










Please send your CV, including details of qualifications 
and experience, to: Yelena Russell, NERA, 15 Stratford 
Place, London WIN 9AF. For applications to Madrid to: 
Cristina Aguado, NERA, Antonio Maura 7, 28014 
Madrid or for applications within Australia, to: Tracey 
Smith, NERA, PO Box H82, Australia Square NSW 1215 
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The Organisation for Economic Co-operation and Development, 
an international organisation based in Paris, France, seeks: 


OECD SENIOR DEVELOPMENT OECD 
a m ECONOMIST nm 
OCDE for its OCDE 
"NS Development Centre —" 


The Development Centre — focal point for research on development problems 
and forum tor dialogue between OECD Member countries and the developing 
world — offers unique opportunity for experienced economist to head its 
National Development Policies Division in rewarding multicultural 
environment. Very attractive compensation package. 


ROLE 


* Undertake research dealing with economic and social development issues in 
emerging African countries. 

* Supervise a team of researchers and consultants working in the areas of 
macro- and micro-economic policies to alleviate poverty through good 
governance and the fight against corruption, more particularly in Africa. 


QUALIFICATIONS 

* Advanced degree in economics (PhD level). 

* Min. 15 years’ experience in conducting research on development and 
quantitative economics oriented towards policy recommendations, backed up 
by numerous publications and articles in specialised international journals. 

* Asound knowledge of and relevant field experience in Africa. 

* Proven managerial and interpersonal skills. 

* Ability to initiate à dialogue with officials at all levels in OECD Member and 
non-Member countries. 

* Excellent drafting ability in English or French 

The OECD is an equal opportunity employer and encourages applications from 

female candidates. 


Visit http//www.oecd.org/hrm/jobs.htm for a full job description 
and http//www.oecd.org/dev/cendev/index.htm for further 
information on the OECD Development Centre. 
Applications from nationals of OECD Member countries in English or French, 
quoting reference ECON/DEV/29 should be sent by 9 June 1998 to: 
OECD - Human Resource Management 
2, rue André Pascal - 75775 Paris Cedex 16, France 


Only candidates selected for interview will receive acknowledgement 


SITE 


Stockholm Institute of Transition Economics and East European Economies 


STOCKHOLM SCHOOL OF ECONOMICS 





SITE is an international academic research institute at the Stockholm 
School of Economics whose objective is to develop a vibrant research 
environment in close contact with policymakers and business, in the EU 
and transition economies. SITE is currently building the Russian 
European Centre for Economic Policy (RECEP), a think tank conducting 
economic research and providing economic advice to the Russian 
government and funded by the EU Tacis programme. We are joined in this 
project by CEPR, the largest network of researchers in Europe, and 
DELTA, a leading French institute. We are recruiting for the following 
Moscow based positions: 


European Executive Director 


Full-time from Jan. 1999, to provide academic leadership, manage and 
coordinate RECEP's research and its dissemination. 
Experience of running an academic institute/think-tank or similar. Excellent 


interpersonal, management and financial control skills. Knowledge of 
Russian, Ph.D. in economics or MBA preferred. Open to EU citizens. 


Two Economists 
Full-time from Fall 1998. Preferably economics Ph.D. to participate in 


research , write for RECEP publications, lead assistants and take 
part in long-term policy advice activities. Fluent English, excellent writing 
skills, Knowledge of Russian highly desirable. Work experience in 
Russia/transition countries preferred. Open to EU and PHARE country 
nationals. 
A demonstrable interest in transition economics is required for all positions. 
Applications 
Please send the names and addresses of two referees and a detailed 
résumé indicating which position you are applying for, to: 
Professor Erik Berglóf, SITE - Stockholm School of Economics, 
Box 6501, S-113 83 Stockholm, Sweden. 
Fax: *46 8 31 64 22 


Visit our web site to find out more about the project and SITE: 
http://www.hhs.se/site 


Closing date for receipt of applications is May 22nd 1998 





Publishing 
Opportunities 
in Singapore 


FT 


FINANCIAL TIMES 


Business 
Asta Pacific 


Financial Times Business, a leading global publisher of business 
information, publishes market leading management reports and 
newsletters under the Financial Times brand in a range of industry areas. 
As part of our regional growth strategy, we have created several key 
positions to expand our Finance, Energy and Retail & Consumer 
publishing divisions in Asia Pacific. 


PUBLISHERS 


Finance, Energy and Retail & Consumer (3 positions) 


Your ability to show evidence of strong commercial experience 
is essential, ideally in international markets. You will be expected 
to possess in-depth industry knowledge and well established 
networks in one of the above mentioned sectors. While an editorial 
or publishing background is desirable, these senior roles demand 
an understanding of key trends in these sectors and an ability to 
apply this to the commissioning of leading-edge reports and 
newsletters. 


Please apply in writing to 
The Managing Director, FT Business Asia Pacific 
159 Telok Ayer Street, Singapore 068614 
Fax: +(65) 323 4725 
e-mail: helent @ pearson-pro.com.sg 


LANGUAGE SCHOOL DIRECTOR 
FOR 
MAJOR EUROPEAN BUSINESS AND LAW SCHOOL 


The Business and Law School is a not-for-profit organisation of 
international reputation based in Barcelona. Its mission is the 
development of business leaders through the creation of an outstanding 
learning environment and the development of ground-breaking research. 
The Language School is a fundamental part of the institution and is 
known for the quality of its teaching staff and for its commitment to the 
improvement of communication skills. 


In view of the approaching retirement of the present occupant of the 
post, a new Language School Director is now to be appointed, able to 
not only optimise present operations but also to lead the Language 
School towards an increasingly innovative role within the context of the 
institution's broader mission. 


Key Responsibilities: 


Lead the strategic development of the Language School 
Coordinate the work of 60 + full time academic staff 

Represent the Language School locally and internationally 

Foster innovation and encourage a co-operative management style 


Profile: 


International background 

Academically qualified, preferably with an MBA or Ph.D. 

Results oriented, with good leadership skills 

Experience in the Human Resources planning and development 
Outstanding organisation and communication skills 

Sensitive to the needs of an academic environment and to the 
development of human potential 

Proven track record in a post with similar responsibilities (minimum 
3 years), preferably in the same sector 


Applicants should send a full CV, quoting reference 12585, to Av. 
Diagonal 593 1-1, 08014 Barcelona, Spain. Telephone: 34-93-494- 
8400; Fax: 34-93-4]9-4710; Mail: BOM(ah-s.com. 
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THE ROLLS ESTATE, LONDON, ENGLAND 








Ihe Rolls Estate represents an opportunity to regenerate ; 






Grade I] * Listed building of outstanding qualitv and 






tradition in the heart of Central London and, subject to 






planning permission, to apply a use which reflects its 






architectural and historical importance. 










(iross Internal \re: ppro Net Internal \rea HIDDTIOA 


14.567 sq. m (156.804 sq It.) 8. POS sq.m (NU. ?O() S4] It.) 
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PRIVATISATION COMMISSION 


EXTENSION OF DATE 
FOR SUBMISSION OF 


EXPRESSION OF INTEREST (E01) AND 
STATEMENTS OF QUALIFICATIONS (SOQ) FOR 


PAKSAUDI 
FERTILIZERS 
LIMITED 


Further to the advertisements published on 20th March, 
1998 and 2nd April, 1998 in various national newspapers 
and on different dates in international media, the date for 
submission of Expression of Interest (EOI) and Statements 
of Qualifications (SOQ) along with other documents and 
processing fee in respect of the privatisation/sale of 
Paksaudi Fertilizers Limited has been extended to 


1500 hours (PST) May 25, 1998 


The due diligence shall now be conducted only by the pre-qualified 
parties on specified dates to be intimated to such parties. 

All other terms and conditions of the bidding and the bidding 
documents remain the same. 















ZDoHHV=ADVD 10 AZMSZDM<OO 











Munir Ahmad, Deputy Secretar) 


Privatisation Commission 


Government of Pakistan 






For further détails d "4 Y 9-A, Constitution Avenue, 
xxn idend wg dar] s Islamabad, PAKISTAN 
peas [OS id Phone: (92-51)9205146, 47 
M.S. Khan wate Fax (92-51) 9203076, 9211692 
Consultant Email: pcpak@meganet.com.pk 





Web Page: http://www.privatisation.gov.pk 
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China's coming recession 


TIS surreal, but a winner is deemed to have 

emerged from Asia's financial chaos. Three 
cheers for China! While beggar-thy-neighbour 
devaluations tore through the region late last 
year, China's communist leaders stoutly en- 
sured that their currency, the yuan, remained 
rock-solid. Since then, though other Asian 
leaders seemed to lose their heads and blame 
it on each other or else outsiders, China's 
statesmen have unveiled a seemingly breath- 
taking array of reforms to the country's social- 
ist banks and enterprises, which have been 
given three years to shape up. An axe is to be 
taken to the unwieldy, but hitherto untrim- 
mable, government bureaucracy. Govern- 
ment and business are to be separated, and 4m civil-service 
jobs lost. All this, and China's leaders have tossed out a further 
promise: growth of 8% this year. "China", one evangelist 
lauds, “pulls away from the pack.” 

The euphoria is dangerously misplaced. Far from having 
escaped the Asian flu, China has already been smitten by a 
virulent strain. In order to counter looming deflation, Chi- 
na's political leaders are now planning to stimulate demand 
on a massive scale. It is far from obvious that such a stimulus 
can successfully stave offa short-term slump. Even if it does, it 
poses a threat to the new commitment to reform. 

Before the Asian crisis had a chance to infect the country, 
deflationary forces in China's own economy were already ap- 
parent. These stemmed partly from four years of austerity im- 
posed after the boom of the early 1990s. Annual economic 
growth fell from a peak of 14% in 1992 to 8% (by official, op- 
timistic reckoning) last year. By the end of 1997 prices in Chi- 
na’s cities were falling. 

The Asian shock has added to these deflationary pressures 
at home. True, exports are still increasing, at over 12% in the 
first quarter of this year. But such year-on-year growth has 
fallen by half since last June. Two-fifths of China's exports are 
to other parts of Asia, so the export figure might soon actually 
begin to shrink. Moreover, the growth in foreign investment 
in China—well over three-fifths of which comes from within 
the region—looks certain to stall this year. 

Stagnant domestic demand and a grim situation abroad 
are beginnning to take their toll. Last week it was announced 
that year-on-year profits at state companies fell by over 80% in 
January and February. First-quarter GDP growth slumped to 
7.2%, the lowest quarterly figure in at least six years. At a time 
when state enterprises are furiously sacking workers in an at- 
tempt to reform, every percentage-point fall in growth creates 
2m-4m more unemployed. Last week the head of the World 
Bank in China gave warning that growth below 5% would 
have serious consequences for social stability. 

Any normal country would deal with falling demand by 
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loosening monetary policy. China is denied 
that option, because its quasi-socialist central 
bank still lacks the monetary levers that west- 
ern central banks use to influence short-term 
interest rates. The government's only choice, 
then, is to increase spending. Li Langing, a 
deputy prime minister for the economy, talks 
of a $750 billion infrastructure programme. 
In all likelihood, that figure is meaningless. 
But the government is probably looking for 
$60 billion-70 billion of extra public-works 
spending, equivalent to over 6% of GDP. The 
budget deficit this year, however, is due to 
shrink by nearly a fifth, to roughly $6 billion. 
Unless this is breached, fresh money for 
spending must therefore come from one of two sources: rais- 
ing the arbitrary taxes and fees that fall under the banner of 
"extra-budgetary" revenues; or, alternatively, further direct- 
ing the lending of state banks. 

With ordinary Chinese fearing for their jobs, such a stimu- 
lus could well fail. Meanwhile, the recent promise to let the 
market allocate capital looks in danger of being compro- 
mised. And not just temporarily. The prime minister, Zhu 
Rongji, who is disliked in China's provinces for his bluntness, 
relies upon sheer momentum to push his reforms forward. 
Recommitting the state to capital-allocation now will make it 
that much harder to carry through reforms later. 


Compete or crash 


A stimulus would also hide the deeper fact that China's “grad- 
ualist" approach—of which the new reforms proposed under 
Mr Zhu are merely an accelerated kind—has probably run its 
course. Fully 20 years since China began to loosen central 
controls on the economy, two-thirds of the country's invest- 
ment spending remains state-directed. The big four state 
banks that hog the country's savings are technically insolvent. 
They are being exhorted to become more efficient. Yet they 
face no serious competition, the most important tool for 
knocking them into shape (see page 69). There is no question 
oftheir being privatised. Ruled out, too, is any suggestion that 
China's 500-odd biggest companies be sold or allowed to fail. 
"Privatisation" is still a dirty word in China. 

Meanwhile, the development of capital markets is 
thwarted by the state banks' control of resources. Proper capi- 
tal markets—and in particular corporate bond markets— 
would allow China's most deserving companies to get their 
hands on the country's savings. Markets are essential if China 
is to solve a growing pension crisis as the population ages. 
Most of all, it is upon market-allocated capital that China's 
growth and job-creation will depend. Until China learns this 
lesson, it does not look a winner under anybody's rules. 
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Europe takes flight 


The single currency will bring political change, but not the instant 


creation of a superpower 


HE birth of a currency may seem a prosaic affair—one 

that will affect a host of daily transactions, to be sure, but 
not one to fire the imagination or excite the passions. Yet the 
birth of the euro is itself a triumph of imagination and pas- 
sion, and it would be a mistake to believe that it will affect 
only the economic life of Europeans, or indeed of those who 
trade with them. The euro is, above all, a political venture. It 
will bring political changes after it, some good, some bad, all 
demanding management. 

Political change is not inevitably entailed by economic 
and monetary union: countries have often combined to use 
the same currency (Belgium and Luxembourg, Britain and 
Ireland, several West African nations) without sharing politi- 
cal institutions. And the 11 countries to be blessed this week- 
end in Brussels as the participants in the euro could, in theory 
at least, vow to keep their political activities unaltered. But it 
is unlikely that they would succeed, even if they chose to. Pres- 
sures for a political response will soon appear both from out- 
side and from within the group. They will be hard to ignore. 

The external ones may lead to nothing but disappoint- 
ment. Imagine, for example, the reaction of the euro-11 to 
pleas from a crisis-stricken East Asia. As it happens, when one 
Asian economy after another began to unravel last year, Eu- 
rope had no euro and the supplicants turned, as supplicants 
usually do, to the United States to lead the rescue. But Eu- 
rope’s banks were more exposed than America’s, and it is 
plausible to think that, had the euro already been in existence 
for some time, the Asians would have looked to Europe for 
leadership. What would they have got? Some stern advice 
about the merits of good housekeeping from the EcB—the 
strictly apolitical European Central Bank? Perhaps a bro- 
mide, in due course, from those who strive to produce Eu- 
rope's elusive "common foreign and security policy"? 

Or imagine the Group of Seven big industrial countries, 
which grapples from time to time with the world's economic 
issues. In years to come, assuming the euro succeeds, the G7 
will represent two huge economies—America's and the euro 
area's—plus a much smaller one (Japan's), with Canada and 
maybe Britain (if it stays aloof) looking increasingly ridicu- 
lous. It is hard to believe that America will not soon seek a 
European interlocutor who can speak with more authority 
than the current president of the European Union. 

Whether it gets one is another matter. The Americans and 
other outsiders may just face frustration. But what of Europe- 
ans themselves, or rather those Europeans who seek redress 
for some injury suffered on account of the euro? When the 
single currency is up and running, exchange rates will no 
longer be able to act as shock-absorbers; taxes and subsidies 
will surely be asked to do so instead. That demand will be 
hard to resist: it will be generations before Europeans are 
ready to move around their single market in pursuit of jobs as 
freely as, say, Americans move around theirs. And with such 
fiscal transfers will come equally irresistible calls for some 
kind of political supervision. 
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They will be reinforced by those who consider that the 
ECB needs a political counterpart not just to attend to shock- 
absorption but also to draw the fire from countries annoyed 
by the unyielding policies of the central bankers: imagine Ire- 
land, say, or Portugal forced to hold back a surging economy 
for the sake of the greater good of the greater euro area. To 
whom should the Irish or Portuguese take their complaints? 
Why, to a new political institution, will come the reply. It al- 
ready exists, as the group of finance ministers known as euro- 
x (euro-11 henceforth). All that is now needed, in the eyes of 
integrationists, is to give it more power. 

This argument has two merits. First, it makes it less likely 
that the ECB itself will be politicised. That this is a risk, despite 
all the safeguards for independence enshrined in the Maas- 
tricht treaty, has been shown by the long-running row be- 
tween France and Germany over the bank’s chairmanship 
(see page 43). Second, it acknowledges that Europe’s economic 
policymaking risks having little or no democratic legitimacy. 
Unfortunately, it also opens the way to the creation of a body 
that may seek to impose common policies for taxes, wage-set- 
ting and even welfare. This would not just be disastrous eco- 
nomically; it would also make it much harder for other coun- 
tries to join the euro and almost certainly undermine the 
legitimacy of the entire European enterprise. 


Pour mieux sauter 


Federalists, who are not much heard of nowadays but who 
will be in time, will argue that the political problems created 
by the euro will be taken care of pragmatically as they crop up. 
That, on the whole, is what has happened in the past—usually 
in defiance of the predictions of (predominantly British) 
doubters. Federalists, of course, have argued for the single cur- 
rency precisely because they believe it will bring political 
union, which is also why Eurosceptics have opposed it. But 
neither federalists nor Eurosceptics should be allowed to dic- 
tate how much or how little political change now ensues. 

For those, like The Economist, who would welcome the 
economic benefits of a well-designed monetary union, who 
deplore the Eu's dash for western integration when it should 
have been dashing for eastern widening, and who fear that 
the Union may yet come a cropper by getting too far ahead of 
public opinion—witness the worrying rise of the right in 
France and Germany—the coming of the euro provides one 
more reason to urge two principles. 

First, any further political integration should be limited 
to increasing democratic legitimacy and accountability. Sec- 
ond, it should be subjected to the test of referendum, if only to 
oblige politicians to persuade their voters of the merits of the 
commitments they have entered into on their behalf. If out of 
all this Europe can take flight and one day emerge as a great 
power, well and good. But the launching pad will have to be 
the firmly based aspirations of its people, not a common cur- 
rency imposed from on high. 
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The strangest Tory ever sold 


On the evidence of its first year, Britain’s new Labour government 


may yet make the country safe for Thatcherism 


WEEN Tony Blairs remodelled Labour Party came to 
power a year ago, we gave it a less than rousing wel- 
come. Despite the revolution Mr Blair had wrought within 
the party, despite his remorseless efforts to assure traditional 
Conservative voters that Old Labour was dead, two risks 
seemed to remain. One was that New Labour in office would 
nonetheless slide back into bad Old Labour ways. The other 
was that Mr Blair's efforts to define a distinctive non-Conser- 
vative vision of Britain's future would collapse into muddle. 
We doubted that both risks could be avoided, but if they were, 
we argued, a good outcome might be possible. 

This good outcome was not that Mr Blair would guide 
Britain to his distinctive non-Conservative future: in our 
view the vaunted "third way", which is neither left, right nor 
in between, but something on a higher and altogether differ- 
ent plane, is so much waffle. The optimistic case was rather 
that he would succeed in reconciling Britain to the Thatcher 
revolution—consolidating it, perhaps even extending it, in 
ways that post-Thatcher Tories could not contemplate. 

One year on, we aren't so worried. Labour has had a busy 
time. It has recast monetary policy, granting the Bank of Eng- 
land operational independence as almost its first act; it has 
implemented a "New Deal" for the unemployed; it is pro- 
moting reform in education; it has revived the search for 
peace in Northern Ireland; and more (see pages 17-19). Then 
come the big things that Labour has not done, such as raising 
income taxes, increasing public spending, empowering the 
unions, abolishing the purchaser-provider reforms in the 
NHS, and so on. There is plenty to criticise, much may yet go 
wrong, and plainly one year is far too short a time to come to 
any firm conclusion—but judged by his record so far Mr Blair 
is proving à pretty good Tory after all. 


Something borrowed, something blue 


This assessment of New Labour in power is hardly novel. It 
commands wide support among ordinary Britons, whatever 
their political preferences; and this, by the way, is precisely 
what accounts for the new government's remarkable popu- 
larity. Last year the British electorate wanted a change of faces 
and a change of style, a sense of energy and purpose, some- 
thing fresh and New—but no essential change in political di- 
rection. Mr Blair promised them exactly this, and so far he has 
kept his word. But here's an odd thing. This simple judgement 
is almost universally regarded as merely simple-minded by 
political commentators and other sophisticated types. In 
their view, the idea that New Labour in power is just Tory 
dovernment by other means is, as one leading thinker put it 
recently, “hopelessly wide of the mark”. This is a puzzle. 

One answer is simply that Britain's leading thinkers never 
much liked Margaret Thatcher—they couldn't forgive her for 
oeing lower middle class. Tony Blair, on the other hand, is of 
their tribe, very upper middle, a true man of the People. To 
leading thinkers, therefore, the two are chalk and cheese—but 
:lever unsnobbish reasons (the third way and all that) must be 
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found to legitimise the prejudice. Also, a related point, lead- 
ing thinkers tend to judge politicians by the complicated 
things they say rather than the more straightforward things 
they do. Margaret Thatcher was harsh, confrontational and 
divisive (she was a true revolutionary, so she needed to be). 
Except when he is speaking to his party, Tony Blair is smooth, 
consensus-seeking and "inclusive" (he is a consolidator, ex- 
cept when he is speaking to his party, so he needs to be). 

Apart from this, the two are proving quite alike. If it seems 
otherwise, it is partly because the fog of social-justice third- 
way communitarian post-modern post-neoclassical rhetoric 
laid down by New Labour is so amazingly dense—thick 
enough to keep the experts blundering around for years. 

New Labour is not Thatcherism unadulterated, of course. 
In some ways it is an older, softer style of conservatism, with 
Heathite one-nation highlights. Mr Blair will not press on, as 
Margaret Thatcher might have, to roll the state back further— 
more's the pity. The fact remains that Tony Blair has spent his 
first year as a Tory prime minister. 

This applies almost as much to what the government has 
doneas to what it has not done. Independence for the Bank of 
England? Nigel Lawson campaigned for it as chancellor. The 
"New Deal"? It extends Tory initiatives, but overturns no ba- 
sic thinking. Reform in education? David Blunkett is telling 
teachers things that Tory ministers would have loved to, but 
didn't dare. Northern Ireland? Mr Blair's bold leadership 
played a crucial part, but the ground was laid by Tories and 
the agreement reached drew heavily on the Framework Docu- 
ment designed in 1995. Did somebody say Europe? Labour is 
as confused as the Tories. 

The only big exception is constitutional reform. Here, Mr 
Blair is radically anti-Tory, perhaps more so than he intends. 
Devolution is meant to bind the United Kingdom together; it 
seems as likely, for good or ill, to break it up. Be that as it may, 
if Labour's constitutional plans formed a coherent part of a 
broader political strategy, then talk of a third way—not Tory, 
not Labour but something quite new—might start to mean 
something. As yet the plans not only fail to form part of that 
bigger whole, they are incoherent in themselves. Does Mr 
Blair want to centralise power or disperse it? He is a central- 
iser by instinct and a disperser by (current) intellectual con- 
viction. He is trying to have it both ways, and it won't work. 

Itistrue, in sum, that the differences between New Labour 
and watered-down Thatcherism are far more of style than of 
substance. But to say this is not to criticise the government. 
Look, in politics, presentation really matters. Tiresome as the 
third-way nonsense is to curmudgeons such as The Econo- 
mist, its success as a marketing device is not in doubt. Voters 
are happy, leading thinkers are happy, everyone except the 
bewildered souls who believed in Old Labour is happy. 

Thatcherism's main defect was that it was badly sold. Brit- 
ain needed it, and knew it needed it, but never much liked it. 
Britain likes New Labour, and so far there is little not to like. 
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Democracy à la Russe 


Thank God, not Boris Yeltsin or the Duma, for the law of 


unintended consequences 


AKE an alternately defiant and craven parliament, an un- 

balanced constitution and a young democracy, add to the 
mix an impulsive old president, and what do you get? Russia 
under Boris Yeltsin. Since Mr Yeltsin sacked his entire govern- 
ment on March 23rd, the shortcomings of post-communist 
Russia have been horribly evident. But take heart: the news is 
not all depressing. 

One unattractive feature of the spectacle has been the ca- 
priciousness of Mr Yeltsin, first in booting out his ministers 
so arbitrarily, then in selecting Sergei Kiriyenko, a lad from 
nowhere, as the country’s new prime minister. Such presiden- 
tial behaviour is hardly new, but every time it recurs it is a 
reminder that Russia is run by a distempered man whose 
democratic instincts do not go much beyond seeing the need 
to win the odd election and abide by the broad tenets of a 
constitution that makes him strong and the legislature weak. 

When Mr Yeltsin first came to power, he looked like a 
committed reformer who needed a bit of constitutional help 
in doing battle with a reactionary Duma dominated by Com- 
munists and nationalists. Today his reformist credentials are 
as dubious as his state of health. And if that, his health, should 
definitively crack, it will be the lad from nowhere who takes 
over, at least for 90 days. Mr Kiriyenko may turn out to be a 
decent prime minister, but it would be nice to see the con- 
stitution changed to make the speaker of the upper house the 
caretaker in the event of fate carrying off the president. The 
speaker is at least elected by 178 members from all over the 
country, who are themselves elected by the voters. 

Any self-respecting legislature would have voted down 
Mr Yeltsin’s choice in the face of his blackmail: approval or 





dissolution. But the Duma commands little respect, even 
from its own members, whose belief in glasnost—open gov- 
ernment—does not always extend to letting the public know 
how they cast their votes. Thus it was by secret ballot that they 
eventually confirmed Mr Kiriyenko's appointment, after two 
vaingloriously public rejections. 

At least the Duma's capitulation means Russia will be 
spared an early election and the inevitable disruption that 
would accompany it, not least to the enactment of a new tax 
code, without which the economy is doomed to languish. 
And maybe the new government will pick up the torch of re- 
form that has lain smouldering for the past two years. The 
most hopeful consequence of the episode, however, is the 
possibility that the next Duma, which is to be elected next 
year, will behave less irresponsibly than the current one. 

That hope rests on the signs that the Communist Party is 
now split, most of its leaders having called for a rejection of 
Mr Kiriyenko, many of its deputies having ignored the call. 
From this schism a new party may arise, one that behaves 
more like the relatively reasonable ex-communist parties of 
Eastern Europe. Viktor Chernomyrdin, the dismissed prime 
minister, may also be responding encouragingly to recent 
events; he seems to recognise that he will stand or fall by his 
capacity to turn his loose-knit movement, Our Home is Rus- 
sia, into an effective conservative party. With Yabloko, the so- 
cial democrats, invigorated and liberal reformers around 
Boris Nemtsov also seeking to organise a party, there is at least 
a chance that a responsible president might be able to find a 
responsible majority in the Duma. Whether Russia will have a 
responsible president is, of course, another matter. 





Trust in antitrust 


A vigorous competition policy is vital to a free-market economy 


WO of the world's biggest defence contractors seek to 

merge into one. America's six largest airlines are looking 
to form alliances pairwise, and so are the two main carriers 
flying between America and Britain. Bill Gates seems deter- 
mined to dominate software, Rupert Murdoch harbours am- 
bitions in media, and WorldCom, should it be allowed to 
merge with MCI, might dominate the tumultuous world of 
the Internet. All ofthis courting and coupling may do little for 
shareholders, but it has a remarkably invigorating effect on 
the business of setting competition policy. After decades in 
the shadows, trustbusting is back in the spotlight. 

Economic liberals—conservatives, as they style them- 
selves in America—look upon this with ambivalence or even 
unease. Government, to their mind, is the enemy of the mar- 
ket, and competition enforcement inserts the heavy hand of 
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government into matters where markets know best. They 
therefore took great comfort in the reigning economic theo- 
ries of the 1970s and 1980s, which purported to show that 
many government antitrust efforts were irrelevant to, and 
even at odds with, the goal of promoting more competition 
in the economy. They are less comfortable with newer re- 
search which shows how firms’ actions can reduce compe- 
tition in ways hitherto unexplored (see pages 66-68). But there 
is no need to be so apologetic. Competition enforcement is 
vital to the success of a free-market economy. 

The achievements of those earlier theoreticians should 
not be minimised. Before the free-market-minded academics 
at the University of Chicago began thinking about compe- 
tition in the 1970s, antitrust enforcement was usually illogi- 
cal and frequently bizarre. In one famous case, in 1962, Amer- 
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There have been dark clouds of economic uncertainty 
hovering over Malaysia. We Malaysians expect 
the picture to clear. In due time. With an optimism 
that is borne out of four decades of incredible 
economic growth the world has been witness to. 
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With the perseverance to make changes and sacrifices. 
With the wisdom of solid economic fundamentals 

lo see us through. With the determination to do 
everything for the economy to bounce back. 


And bounce back we will. How can we 
be so bullish about it? Because we've 
overcome other adversities before. 
And we'll do it again. 


MALAYSIA 
Bullish on Bouncing Back 
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ica’s Supreme Court blocked a company that manufactured 
just 4% of America’s shoes from buying a retailer that con- 
trolled 1.6% of shoe sales, on the grounds that such a behe- 
moth could “foreclose competition” in shoe retailing. 

Those days are past, and good riddance. By introducing 
serious economic analysis into a field where a vague fear of 
monopoly drove policymaking, the Chicagoans forced com- 
petition authorities to think far more rigorously about what 
they are trying to accomplish. Instead of worrying about “big- 
ness”, “fairness” and a host of other general concerns, trust- 
busters began to ask two very precise questions. First, is the 
conductat issue likely to make consumers pay more than they 
would otherwise? Second, can the higher prices be sustained 
against the forces of competition? 


Beyond Chicago 

Such questions remain the focus of competition policy in 
America and Britain today—though, regrettably, legalistic 
thinking still matters more than economic reasoning in the 
European Union. But that does not mean that the Chicagoans 
had all the right answers. Far from it. 

Many of the Chicago school’s adherents, who occupied 
important economic-policy jobs in America and Britain dur- 
ing the 1980s, had an admitted bias towards laisser-faire; 
they were inclined to believe that if two firms wished to form 


a joint venture, for example, or if a manufacturer wanted to 
restrict its dealers from selling competitors’ products, govern- 
ment should let the play of market forces determine whether 
those actions were wise. It is here that newer thinking about 
competition leaves the old Chicago reasoning behind. An in- 
dustry in which many firms compete may be a surprisingly 
fertile bed for collusion, the new thinking suggests. Seemingly 
consumer-friendly policies, such as giving a product away, 
may in fact have a chilling effect on competition. 

Is that a new insight? Actually, it is: airlines, for example, 
have sustained huge fare rises despite the ease with which 
new carriers can enter a highly profitable route; and that has 
put paid to the 1980s notion that competition will quickly 
erode market power. The market does not always correct a 
lack of competition quickly, and the government's failure to 
step in can cause serious economic losses. 

This certainly does not mean that bureaucrats always 
know the right answers, or that they can foresee accurately 
how fast-changing industries will develop. Yes, bureaucrats 
do pursue their own self-interest. And yes, competition policy 
necessarily involves guesswork and may result in costly mis- 
judgments. But as Adam Smith was aware, capitalists, left to 
their own devices, would much rather collude than compete. 
Today's competition authorities should be praised for judi- 
ciously putting their new economics to use. 





That pesky line-item veto 


Probably unconstitutional, but still worth having 


MAGINE yourself the president of the United States. You 

are a man of virtue, who wants nothing more than world 
peace, chastity and balanced budgets. Each year, Congress 
presents you with a budget proposal the size of a small car, 
and expects you to sign it into law. Now imagine you could go 
through it with your pen and cross bits out. No more subsi- 
dies for moose farms in Maine! No more four-lane approach 
roads to the Harlan S. Crocker memorial airport! 

Every president since Grant has wanted the power of the 
line-item veto, and in 1996 a Republican-heavy Congress let 
Bill Clinton have it. Since then, many people have had sec- 
ond thoughts. The veto has been hauled before several judges, 
and this week it reached the Supreme Court, where the jus- 
tices will have to decide whether it is constitutional or not. 

The omens look bad. The last judge who struck down the 
veto, in February, declared that it had caused "immediate, 
concrete injury” to the plaintiffs, who happened to be the city 
of New York and a crowd of Idaho potato-growers. These peo- 
ple had been promised money or tax breaks in legislation 
passed by Congress, and then Mr Clinton had deleted them. 
The constitution, said the judge, does not allow the president 
to pick and choose sections from Congress's carefully crafted 
laws. Nor does it let him sign into law a bill in a different form 
to the one Congress has passed. Still less does it allow Con- 
gress to delegate its law-making authority. In short, the bal- 
ance of power in America's government has been upset. 

That argument looks true enough. The line-item veto 
changes the balance of power, and so it must die. But should 
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it? Just as what is constitutional may not be desirable (look at 
the gun-loving second amendment), so what is unconstitu- 
tional may be worth having. After a period when the balance 
of power has tipped towards Congress, the veto adjusts it a bit 
in favour ofthe executive, which is better insulated from voter 
pressure to spend lots of money. Most state governors have 
line-item vetoes, and their use of them is uncontroversial. The 
principle is neither unusual nor outrageous. 

A more practical reason for dismissing the veto is that, as 
used so far, it has put almost no downward pressure on defi- 
cits. In his first year of veto-wielding power, Mr Clinton 
shaved less than one-tenth of one per cent off federal spend- 
ing. He seemed scared of doing even that, because he needed 
votes for other projects. And analysis of the vetoes suggested 
that it was not so much the scale or stupidity of the pork, as the 
party affiliation of the proposer of the pork, that dictated 
whether the red pen struck or not. 

In the hands of a bolder president, however, the veto 
could be a handy budget-trimmer. Even now, it is not without 
usefulness at the margins. It is a pricker of consciences; it is a 
reminder of the importance of fiscal responsibility; and it ob- 
liges congressmen to see their pet projects in a national, 
rather than a local, context. These functions alone make it 
worth preserving. And if there are fears about Congress ced- 
ing its power, there is a better route than legislation: an 
amendment to the constitution that would read, in effect, 
“ .. deletions of egregious budget-padding excepted.” 
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LABOUR’S FIRST YEAR 





The long honeymoon 


After a year in office Tony Blair’s government is still extremely popular. Will 


the good times last? 


ae He future everywhere seemed 
bright with hope. The capital 
city... had come suddenly alive. The air 
had been stale and oppressive; now fresh 
winds were blowing. There was the excite- 
ment that comes from an injection of new 
men and new ideas, the release of energy 
which occurs when men with ideas have a 
chance to put them into action.” 

That is how Arthur Schlesinger Jnr de- 
scribed Kennedy’s arrival in the White 
House in 1961. Not by accident, some of the 
same magic settled a year ago on Tony 
Blair, the fresh young prime minister—the 
youngest since Pitt the Younger—who had 
just won a landslide victory over John Ma- 
jor and returned Britain’s Labour Party to 
power after 18 miserable years in the wil- 
derness. There was the same emphasis on 
youth, the same talk about a decisive break 
with the past, the same self-conscious effort 
to create a new Camelot. 

A week is a long time in politics. But a 
full year of Mr Blair’s New Labour adminis- 
tration has not yet put an end to the eupho- 
ria. To be sure, there have been some diffi- 
cult and embarrassing episodes for the 
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government. There was a row over whether 
the government was granting special fa- 
vours to the motor-sports industry, in re- 
turn for generous campaign contributions; 
and there has been a continual drip of sto- 
ries about corruption in local government. 
And after its first star-struck months, the 
press is beginning to enjoy sniping at easy 
targets such as the Lord Chancellor's ex- 
travagant taste in wallpaper and Mr Blair's 
risible attempts to embrace everything that 
is cool (ie, not much) about Britannia. 

But the party’s public standing could 
hardly be higher. Indeed, the government is 
more popular at this point in the electoral 
cycle than any government has been since 
opinion polling began. With the Tories in 
disarray, Mr Blair seems well on his way to- 
wards his stated ambition to be the first La- 
bour prime minister ever to win two suc- 
cessive full terms in power. 

Part of the reason for the new govern- 
ment's popularity is the unpopularity of 
theone it replaced. But Mr Blair has not just 
rested on the Tories' shredded laurels. He 
has enhanced his reputation by showing 
the strong leadership absent in the latter 


years of a Conservative government crip- 
pled by its divisions over Europe. Although 
neither he nor any of his ministers has pre- 
vious cabinet experience, his government 
has seemed competent as well as confident. 
He capped his first year with what may 
come to be remembered as an historic 
breakthrough in Northern Ireland. 


But who exactly are you? 


New Labour is not only a popular govern- 
ment. It is also, in some ways, a mysterious 
one. It claims to be neither a traditional La- 
bour government of the sort Britain had in 
the 1970s, nor just a tender-hearted version 
of Toryism. But Mr Blair's government still 
finds iteasier to say what it is not than what 
it is. In a lecture last week that was sup- 
posed to define its policies, Robin Cook, 
the foreign secretary, was at it again. New 
Labour, he said, was not Old Labour in dis- 
guise, nor Conservatism under a new 
name. Its politics were not to be discovered 
by looking in the history books. “What New 
Labour does offer", he said, "is a distinct 
and consistent approach, an approach 
which is entirely within a long tradition of 
progressive thinking but which reflects the 
needs and nature of modern society." 

In truth, it is hard to find much that is 
concrete, let alone distinct and consistent, 
in the principles on which Mr Cook says 
New Labour's "third way" is built. Strong 
communities are the foundations of free- 
dom and opportunity, says one principle; 
inclusive societies produce prosperous 
economies, says the next. By the time you 
have got through the controversial "res- 
ponsibilities and rights are equal elements 
of citizenship” to the arresting “policy must 
modernise as fast as society changes”, you 
see the virtue of judging New Labour by its 
deeds rather than its words. 

Here, at least, there is plenty to chew 
over. After Mr Blair's busy first year nobody 
can doubt that New Labour is indeed a new 
party. Before the election, some Old Labour 
types hoped that once he was in Downing 
Street Mr Blair would remove his mask and 
reveal the good old socialism underneath. 
But in office Mr Blair has modified neither 
his rhetoric nor his behaviour. He got his 
boldest bit of Old Labourism—a £5 billion 
windfall tax on utilities deemed to have 
made excessive profits after privatisation 
by the Tories—out of the way early on, and 
has since been rather friendlier to business 
than he is to the party’s traditional trade 
union allies. The prime minister likes busi- 
nessmen and seeks their advice. Hence his 
recruitment of Lord Simon, the head of BP, 
as a trade and industry minister, and his 
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use of Martin Taylor of Barclays Bank and 
and Peter Davis of Prudential to help on 
welfare reforms. 

As for fiscal and monetary rectitude, the 
new government has striven to appear 
more orthodox than the patriarch. Its deci- 
sion to free the Bank of England to set inter- 
est rates was a bold move, conforming to 
economic orthodoxy, which the Conserva- 
tives could never quite steel themselves to 
make. On fiscal policy, Gordon Brown, the 
chancellor, claims to have abandoned tax- 
and-spend. He undertook to stay within 
Tory spending limits for two years, and to 
adhere to a "golden rule" of limiting bor- 
rowing to what is needed for investment 
and to keeping the ratio of debt to GDP at a 
"stable and prudent level" from one eco- 
nomic cycle to the next. In two budgets he 
has so far done nothing to excite the fears of 
the middle classes. 

A government that has devolved mone- 
tary policy to its central bank, imposed 
strict spending limits and resisted the 
temptation to undertake any large-scale re- 
distribution is not an Old Labour govern- 
ment in disguise, unless the disguise is 
fiendishly clever. But there is reason to 
question how long Mr Brown will feel able 
to wear his hair shirt. 


Iron chancellor, with flaws 


To date, the government's only controver- 
sial spending cut was its decision to imple- 
ment a reduction it inherited from the To- 
ries in the benefits paid to single parents. 
The cut itself was negligible in cash terms 
(saving around £60m a year), but it caused 
an outcry in Parliament and was almost 
universally regretted by the Labour high 
command. Financially, it was more than 
compensated for by later welfare reforms. 
And since then, the government has re- 
versed planned Tory economies on job- 
seekers and housing benefit and poured 
hundreds of millions into new benefits for 
poorer families and the disabled. 

So far, moreover, Mr Brown has been 
sailing in placid waters. The public fi- 
nances have benefited from a stronger 
economy than the Tories predicted. This 
has pushed down the cost of cyclical spend- 
ing (for instance, on unemployment) and 
allowed significant new handouts while 
keeping within the original plans. Account- 
ing fiddles, such as replacing Family Credit 
(spending) with the Working Families Tax 
Credit (not spending) have helped too. 
None of the spending on the various New 
Deal programmes count under the golden 
rule, and some lottery money may be used 
for mainstream public spending—not for 
separate purposes as originally intended. 
Exactly what will become of the golden rule 
when there is real pressure on the public fi- 
nances, nobody knows. 

On close inspection, the relief of the 
middle class may also be premature. The 
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government has not increased income 
taxes or abolished tax relief on mortgages. 
But Mr Brown's budgets have indeed been 
mildly redistributive. Some of the business- 
friendly changes trumpeted in March, such 
as a cut in corporation tax, will in fact im- 
pose a heavier burden on businesses be- 
cause they are henceforth required to pay it 
earlier. Higher taxes on petrol and on pur- 
chases of properties worth more than 
£250,000 will increase the tax burden on 
the better off. Changes to employers’ na- 
tional-insurance contributions will make it 
cheaper to employ low-paid workers, but 
costlier to employ people on high incomes. 
And the eventual cost of the new child-care 
subsidies the budget promised could turn 
out to be very large. 

A Labour government should not have 
to apologise for a mild redistribution to the 
poor. But nor is there anything especially 
“third wayish" about it. In economic pol- 
icy, a more promising place to look for a 
third way is in the labour market. Here the 
government can genuinely be said to be 
steering a middle course between the job- 
destroying regulation that exists elsewhere 
in the European Union on the one hand, 
and what other Europeans see as Britain’s 
Thatcherite free-for-all on the other. 

When the Tories talked about labour- 
market flexibility they often meant deregu- 
lation: union bashing, cutting back on em- 
ployees’ rights and so forth. For New 
Labour, a “flexible” labour market appears 
to mean more than getting rid of legal bar- 
riers to hiring and firing. It prefers to stress 
making workers better trained and 
equipped to move into jobs. The Tories too 
had their training schemes; but the Blair 
government's New Deal plan to get young- 
sters off the dole and into training and 
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work experience, is more high-profile and 
ambitious. It is a project which the govern- 
ment says is about “employability”, not the 
employment figures. 

At the same time, Labour is carrying out 
some re-regulation. It intends to introduce 
a minimum wage, it has signed up for the 
European Union's social chapter and it has 
introduced a working-time directive, creat- 
ing statutory paid holidays for all as well as 
limiting the working week. Although these 
things hardly amount to socialism red in 
tooth and claw, they are a clear move away 
from the position under the Tories. The 
government also intends to compel firms 
to "recognise" trade unions in some cir- 
cumstances, although in choosing the cir- 
cumstances its position seems closer to that 
of the employers than to the trade unions. 

Whether there is some fatal ambiguity 
in this mixture of free-marketry and regula- 
tion, or whether it is all part of the ineffable 
beauty ofthe third way, is a subject that will 
engross Britain's think tanks for years to 
come. What is refreshing is that Mr Blair 
has entered office mindful of the disci- 
plines of the market. This extends beyond 
macroeconomics to the provision of ser- 
vices such as health and education. 

The Old Labour way was to put all its 
faith in public services and public-sector 
unions. The new government is readier to 
admit that the private sector has something 
valuable to offer. Yet there are still notable 
ambiguities in its attitude. David Blunkett, 
the education secretary, has horrified local 
education authorities by saying that he is 
prepared to allow private firms to take over 
their work ifthey fail to come up to scratch. 
On the other hand, the government has 
abolished the nursery-vouchers scheme 
and replaced it with a central-planning sys- 
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tem run by councils. It has also abolished 
the assisted-places scheme, which enabled 
less well-off children to attend private 
schools. Mr Blunkett halfjoked recently 
that parents who send their children to pri- 
vate school should be horse-whipped. 

Private medicine, likewise, is still seen 
as inherently wicked. The tax break for el- 
derly people taking private health insur- 
ance has been removed. Although there has 
been talk of using private hospitals to deal 
with bed shortages in the National Health 
Service, the government seems unwilling to 
pay for this help. And in local government, 
the Tories’ rulebook-based system for 
putting services out to tender in the private 
sector is being replaced with a general duty 
on councils to achieve “best value”. Imple- 
mented properly, this requirement ought 
to lead to more privatisation rather than 
less. But the policy change is seen by many 
Labour councils as an excuse to make less 
use of private firms. 

Despite powerful opposition from its 
own backbenchers, the government swiftly 
adopted the recommendations of the 
Dearing committee, to make university stu- 
dents contribute towards the cost of their 
tuition fees. Mr Blunkett has also enraged 
the left of his party and the teachers’ unions 
by supporting the campaign by Ofsted, the 
' schools’ inspectorate, against incompetent 
teachers and ineffective teaching methods, 
and its policy of “naming and shaming” 
bad schools. However, Labour has also dis- 
couraged competition between further- 
education colleges and taken powers to 
stop universities from charging top-up fees. 

In the National Health Service, the gov- 
ernment has resisted the Old Labour ap- 
proach of caring only about the volume of 


spending rather than its efficiency. A white. 


paper has proposed the creation of a com- 
mission for health improvement, which 
might be the equivalent of Ofsted, and 
other useful initiatives, such as NHS Direct, 
a dial-a-nurse service designed to relieve 
the pressure on doctors and hospitals. New 
Labour has made unfriendly noises about 
the Tories’ “internal market" for health— 
but has preserved its essential feature, the 
split between purchasers and providers. 

Again, the appeal of this mixed ap- 
proach to providing public services is in 
the eye of the beholder. The new govern- 
ment argues that it is better to make policy 
on the merits of the individual case than to 
be overly constrained by ideology, whether 
the ideology is a Thatcherite prejudice in fa- 
vour of the market or an Old Labourish 
aversion to it. What is good is what works, 
Mr Blair told the French National Assem- 
bly last month. But if this is the third way, 
the obvious danger is that it provides cover 
behind which a government can withdraw 
whenever a necessary reform encounters 
strong opposition. 

This, arguably, is already happening to 
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welfare reform, which was supposed to be a 
centrepiece of Mr Blair's first year. Hopes of 
radical change were raised when he put the 
free-thinking Frank Field into the Depart- 
ment of Social Security, under instructions 
to “think the unthinkable” about welfare 
reform. But the consultative paper pub- 
lished in March was a disappointment. 

Having promised to cut the cost of so- 
cial spending before the election, the gov- 
ernment's actions now look likely to in- 
crease it. That might be justifiable if the 
extra spending in the short run helped to 
increase people's self-reliance in the long 
run. But the reforms announced so far seem 
more likely simply to increase transfer pay- 
ments. Serious welfare reform is bound to 
create losers, and so will require a willing- 
ness to be unpopular. Since the fuss last au- 
tumn over lone-parent benefits, the govern- 
ment has been unwilling to disturb any 
more sacred cows. 


Whatever next? 

Philosophising about a "third way" is an 
activity best suited to untroubled times. If 
and when something goes wrong, all this 
talk of new approaches to the art of gover- 
nance may seem beside the point. So what 
pitfalls lie ahead? 

The inevitable downturn in the British 
economy will bring stronger pressures on 
the new leader from Labour's traditional 
constituents in the trade unions. And Brit- 
ain cannot avoid being buffeted by the 
great changes sweeping through mainland 
Europe, notably the European Union's 
adoption of a single currency and the extra 
momentum that will give to ever-closer po- 
litical integration. Mr Cook says that New 
Labour has transformed Britain's relations 
within the Eu because, unlike the Tories, 
building partnerships and working to- 
gether “come naturally" to New Labour. In 
fact, British policy on the big questions is 
unaltered: Britain will not be among the 
first members to adopt the single European 
currency but will take part in monetary 
union when the time is right, if at all. 

Choosing that moment will be a diffi- 
cult and dangerous decision for Mr Blair. 
And he is likely to be making it, moreover, 
in a domestic political landscape that will 
have been radically changed as a result of 
the new government's bold first-year re- 
forms of Britain’s constitution. Changes al- 
ready under way include the creation of a 
new parliament in Scotland and assem- 
blies in Wales and (depending on a referen- 
dum) in Northern Ireland. On top of this, 
the government is incorporating the Euro- 
pean Convention on Human Rights into 
British law, introducing a freedom of in- 
formation act, and offering Londoners a 
powerful mayor and assembly. It has also 
promised to end the right of hereditary 
peers to sit and vote in the House of Lords. 

All of these are impressive steps to- 
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wards decentralising power in Britain. But 
consitutional changes unleash unpredict- 
able forces. So far the government has whet- 
ted rather than sated the appetite for na- 
tional and regional autonomy. As 
nationalist sentiment grows, especially in 
Scotland, pressure for more devolution or 
complete independence could grow. And it 
remains to be seen whether devolution to 
Scotland, Wales and Northern Ireland will 
be followed by significant regional devolu- 
tion within England. 

Constitutional reform in Britain was al- 
ways likely to be a messy affair, with further 
evolution likely in the future. But the next 
steps present bigger problems than those 
already taken. The government has set up a 
commission on electoral reform, which 
promises to report by the end of October. 
Mr Blair cannot sensibly decide on the 
functions and make-up of a reformedLords 
without knowing what electoral system 
will be used in the Commons. And that in 
turn will depend on his thinking about the 
sort of electoral system that can sustain 
New Labour in power in the future. Sooner 
than it expected, a government that entered 
office seeking a third way between social- 
ism and Thatcherism is liable to find itself 
sucked into a bitter fight about the politics 
and unity of Britain itself. 

— MÀ 
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Balkan battle 





Violence mounted in 
Kosovo, Serbia’s separatist 
Albanian-speaking province. 
The United States and four 
big West European countries 
in the Contact Group that 
monitors the issue said new 
sanctions should be imposed 
on Yugoslavia, the federal 
state comprising Serbia and 
Montenegro. But the group’s 
sixth member, Russia, de- 
clined to join in. 


Helmut Kohl, Germany's 
chancellor, suffered a setback 
in his campaign for re-elec- 
tion when his Christian Dem- 
ocratic Union was humili- 
ated in a state election in Sax- 
ony-Anhalt. The Social 
Democrats gained ground to 
take 36% of the vote, and Mr 
Kohl's party fell to 22%—a 
drop of 12 percentage points 
since 1994. A far-right party 
did unusually well with 1396. 


The far-right National Front 
also fared well in France, 
winning nearly 40% of the 
vote in the first round of a 
parliamentary by-election in 
the southern city of Toulon. 


As the European Union's 
leaders prepared to choose in 
Brussels which countries 
would qualify for the single 
currency, à row over who 
would head the planned Eu- 
ropean Central Bank shook 
the markets' faith in the fu- 
ture currency's credibility. 


Russia's lower house of par- 
liament, the Duma, endorsed 
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Sergei Kiriyenko, à nominee 
of President Boris Yeltsin, as 
prime minister. 


Two Belgian ministers and a 
police chief resigned after 
Marc Dutroux, an alleged 
child-killer, briefly escaped 
from custody. The coalition 
government of Jean-Luc De- 
haene survived a no-confi- 
dence motion in parliament. 


Members of Spain's Socialist 
Party elected Josep Borrell, a 
populist Catalan, as their 
prime-ministerial candi- 
date—apparently against the 
wishes of the party machine 
and of the former leader, Fel- 
ipe Gonzalez. 





Spain reversed its policy of 
talking only to the British 
government about Gibraltar 
by inviting the Rock's chief 
minister to discuss its future. 


A reservoir belonging to a 
mining company in southern 
Spain burst its bank, pouring 
5m cubic metres of toxic 
sludge into the Guadiamar 
river, one of Spain's largest. 


Condemned 


A Nigerian military court 
sentenced to death six peo- 
ple, including the former 
deputy head of state, General 
Oladipo Diya, for trying to 
overthrow the military gov- 
ernment in a coup last De- 
cember. Voter turnout was 
low in an election for the na- 
tional assembly. 


Algeria's security forces said 
40 people were killed in a vil- 
lage 80km south of Algiers, 





the capital, on the night of Is- 
lamic new-year celebrations. 
Most had had their throats 
cut. Algerian newspapers said 
that 80 soldiers were killed 
when rebels overran an army 
post south-west of Algiers. 


The American Congress ap- 
proved a bill to pay off some 
arrears to the UN, but Presi- 
dent Bill Clinton said he 
would veto it because Repub- 
licans had added a clause 
barring American foreign aid 
to pro-abortion groups. 


The United Nations Security 
Council renewed sanctions 
on Iraq but agreed to review 
them after 60 days. Iraq had 
said it would disrupt arms in- 
spections if sanctions were 
not lifted. Richard Butler, the 
chief UN inspector, said no 
progress had been made in 
the past six months and that 
his team had found shells 
filled with mustard gas. 


At their first meeting in 
nearly a year, President Hosni 
Mubarak of Egypt urged 
Binyamin Netanyahu, the Is- 
raeli prime minister, to ac- 
cept an American proposal to 
withdraw from part of the 
West Bank. 





In Guatemala, Bishop Juan 
Jose Gerardi, a founder of the 
archbishop's human-rights of- 
fice, was murdered. Two days 
earlier he had presented a re- 
port documenting 55,000 in- 
cidents of atrocity in the 
country's—only just ended— 
36 years of civil war. It 
blamed most on the army. 


POLITICS THIS WEEK 


El Nino strikes again. Three 
weeks of floods have ruined 
huge areas of crops and 
driven 120,000 people in 
northern Argentina from 
their homes. Brazil's poor 
north-east has been hit by the 
worst drought in 15 years and 
peasants are pouring into 
towns for food. 


Canada's prime minister, 
Jean Chrétien, visited Cuba. 
He called for change, human 
rights and the release of po- 
litical prisoners. Despite a 
four-hour dinner meeting, 
Fidel Castro was not listen- 
ing. He denounced the "geno- 
cidal" American embargo. 


The Clinton administration 
decided to oppose Califor- 
nia's Proposition 227, on the 
ballot this June, which would 
ban bilingual education for 
children with limited English 
and replace it with an Eng- 
lish-immersion course. 


Talking heads 


North Korea's leader, Kim 
Jong Il, raised the possibility 
of talks about reunification 
with South Korea. Kim Dae 
Jung, the South's new presi- 
dent, said he would be will- 
ing to meet to discuss eco- 
nomic and social contacts. 


Imelda Marcos withdrew 
from the Philippine presiden- 
tial contest on May 11th and 
was expected to support Jo- 
seph Estrada, the vice-presi- 
dent, who is ahead in most 
opinion polls. 


Japan's prime minister, 
Ryutaro Hashimoto, an- 
nounced a $127 billion 
package designed to stimu- 
late the economy. 


The government of Papua 
New Guinea signed a "per- 
manent" truce with secession- 
ists on the island of Bou- 
gainville, seeking to end a 
nine-year rebellion in which 
20,000 people were killed. 
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Boom or bust? 





There were jitters in the 
world’s stockmarkets, 
caused by worries that Amer- 
ica and Germany might raise 
interest rates. Within Europe, 
Spain and Italy suffered par- 
ticularly steep falls. 


America’s economy contin- 
ues to boom: its GDP grew by 
an annualised 4.2% in the 
first quarter. The slump in 
Asia squeezed exports, but do- 
mestic demand is strong. 
However, labour costs rose by 
less than expected. The em- 
ployment-cost index—the best 
measure of wage pressure— 
rose by 3.3% in the year to the 
first quarter. 


The world’s richest people 
got richer last year—but they 
could have become even 
wealthier by investing more 
in equities. According to a 
study by Gemini Consulting 
and Merrill Lynch, people 
with investable assets of $im 
or more now control over 
$17.4 trillion, a rise of 5% on 
1996. Equities grew at more 
than twice that rate. 


Reports suggested British 
Aerospace may take a stake 
of around 30% in Saab Air- 
craft, a Swedish aircraft 
maker. BAe is already allied 
with Saab, marketing its 
Gripen jet outside Sweden. 


A proposed new accounting 
system for mergers and ac- 
quisitions in America may 
make cash deals more attrac- 
tive and all-stock deals less so. 
The Financial Accounting 
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Standards Board is mulling 
changes that would make 


viding up the Internet soft- 
ware market. Microsoft 


rules on accounting for good- | denies the charge. Separately, 
| the attorney-generals of 12 


will less onerous for those 
firms that pay cash for their 
acquisitions. It may also bar 
all-paper deals from a “pool- 
ing of interests", an arrange- 
ment that avoids goodwill 
altogether. 


As a result of two purchases 
costing a total of $1.65 billion, 
Reed Elsevier, an Anglo- 
Dutch publisher, is to become 
one of America's biggest legal 
publishers. It will buy Mat- 
thew Bender and the 50% of 
Shepard's Company it does 
not already own, both subsid- 
iaries of Times Mirror. 


Un-PC 


Tulip, a Dutch computer 
firm, filed for protection from 
its creditors. Though Europe's 
personal-computer market is 
growing fast, competition 
from American firms is fierce. 





Faced with slowing growth in 
its domestic car market, Ja- 
pan's Toyota has joined 
Toshiba and Fujitsu, two 
other Japanese companies, to 
develop a multimedia sys- 
tem for cars. From a termi- 
nal inside their vehicles, driv- 
ers will enjoy access to the 
internet and dozens of video 
and audio channels. Very 
smooth. But will they keep 
their eyes on the road? 


American prosecutors are in- 
vestigating Microsoft on an- 
other charge of anti-competi- 
tive behaviour. They are 
trying to establish whether in 
1995 the firm illegally tried to 
persuade Netscape Commu- 
nications to co-operate in di- 





states said that they will soon 
decide whether to launch a 
joint antitrust action against 
the company. 


1992 93 94 395 96 97 SB 
f'cast 

Source: British Radio & Electronic Equipment 

Manufacturers’ Association 





Sales of widescreen televi- 
sions are taking off in West- 
ern Europe. Viewers are hop- 
ing to get a better view of big 
sporting events such as this 
years World Cup. 


PepsiCo is to compensate 20 
or so black Americans, in- 
cluding various celebrities 
such as Whitney Houston, 
who had invested in its failed 
South African bottling ven- 
ture. The investment was 
praised at the time for politi- 
cal correctness, but proved to 
be unprofitable. PepsiCo will 
pay the investors with shares 
in the company in return for 
their providing services such 
as promoting its drinks. 


Perpetual, an important 
shareholder in British 
Biotech, an embattled bio- 
technology firm, said it might 
call an extraordinary general 
meeting to demand reforms 
at the company. British 
Biotech's former head of clini- 
cal research, who was fired 
last week, voiced concerns 
about the firm's handling of 
clinical trials. 


Time Warner's new broad- 
cast network will distribute 
its programmes through the 
cable system of Tele-Com- 
munications Inc, the first 
such deal of its kind. 





BUSINESS THIS WEEK 


The week saw a rush of first- 
quarter results. In Europe, 
Deutsche Telekom reported 
an 18% rise in net profits, in 
spite of growing competition 
in Germany. Pre-tax profits at 
Astra, a Swedish drugs firm, 
rose 14% to SKr3.94 billion 
($512m), on the back of grow- 
ing sales from Losec, its best- 
selling anti-ulcer medicine. In 
America, Entergy, an electric- 
ity utility, reported a 5696 
drop in first-quarter earnings, 
blaming the fall partly on 
mild weather and on rate re- 
ductions ordered by regula- 
tors. And Oxford Health 
Plans, a managed health-care 
company based in the New 
York area, announced a loss 
of $45.3m. 


Driving deals 


Britain's Vickers said it had 
agreed to sell Rolls-Royce, a 
luxury car firm, to BMW for 
£340m ($568mm). Volks- 
wagen, another German car 
firm trying to get its hands on 
Rolls-Royce, said it still in- 
tended to table a rival offer. 


Spain's Banco Bilbao Viz- 
caya agreed to buy a control- 
ling stake in Banco Excel 
Economico, Brazil's fifth- 
largest bank. 





Rod Stewart, à British rock 
singer, arranged a $15.4m 
securitised loan from Japan's 
Nomura Capital. The deal is 
backed by revenues from his 
music-publishing rights. Last 
year David Bowie, another 


| ageing rock star, raised $55m 


in a similar deal. 





21 





MEUS 


Order two or more Country Reports and choose a third Country Report annual subscription free. 





l'o order your Country Reports by post, simply tick where indicated (remember to select one free Country Report when you order two or more Reports), complete your personal details, choose 
your payment method and post to: The Economist Intelligence Unit. 25/F Dah Sing Financial Centre. 108 Gloucester Road, Wanchai, Hong Kong. Alternatively, you can order by telephone on 

d [4 I I 

(852) 2802 7288/2585 3888, fax on (852) 2802 7638/7720 or by E-mail: honkongéeiu.con http:/ WWW.CHHLCOITI 


Malaysia, Brunei Panama Bosnia and Hercegovina Personal details | enclose a cheque for US$ 


Angol Myanmar (Burma) Peru Bulga Pl taci ! 
> lease attach vour business card © a "The i défke 1 " i 
Botswana. Lesotho New Zealand Te dad and Tobac "at Cds aX y Lalt I pavabiec to T corm Group (Asta/P c) Ltd 
Cameroon, CAR, Chad Pacific Islands: Fir Guvana. *unnamx« Cyor Malta complete the following 
Congo (Brazzaville), New Caledonia, Samoa, Uruguay, Paraguay Czech Republic | am paying Dy ti legraphic transier to; 
Tomė Bi Print mon Iands: Tatia Ver (Dr/Mr/Mrs/Ms) Initials h 
Sao Tome & Prnncp Solomon Islands, Tonga, Venezuela Denmark. iceland Mr/Mr | , Hong Kong and Shanghai Banking 
Guinea-Bissau, Cape Verdt Vanuatu, Other island states Est ( ' i ted 
LUE du ure, Ma Pakistar Anmanista European Union »umame: — - — pot iion Linie 
Ethiopia, Eritrea, Somalia Papua New Guinea Finland Hong Kong Main Offhice 
Dstbout Philippine Nigeria Frar job title | Queen's Road ( entral, Hong Kong. 
Gabon, Eguatonal Guinea Singapore Bah! l ital Georgia, Amnenui A/c No 500-050 125 
Ghana South Korea, North Korea Egypt onn Company: 3 
| € 01 (^ ipe trame 
Cuunea Serm Leont Sn Lanka iran 
Libera Tawar irağ Hingar Address: pihu 
Kenya n yilar ü Isroeci citxccupied Ir j " 
: " Please charge US$ to my 
Mauntius, Madagascar Vietnam [erm lt : 
Sevchelies jordat KT OR 
7 5 Kazakhsta m American Expressi] MasterCard Visa 
Mozambtrque, Malaw Kuwa n + Republic. Tajikist Postcode: 
Namibia, Swaziland Lebanor iat 
halt 1 
Niger, Burkina Fas) Argentina Libya Country: 
e aay : Lithuania ry Account Nk , 
gena Bermuda, Bahama Mor T ; 
id $ nJ | 
Senegal, The Gambia Barbados, Netherlands Oma Vetherla Nature of business 3 
Mauritanta Antilles, Aruba Saudi Arat 
"a NS - à; doris Signature 
South Africa urks & Caicos Islands Sudar Pla rel 
Tanzania, Comoros Cayman isiands, Syrii 
DITUEID 
unn Bnush V m n kl nds Nisin " "m 
Togo Ber Bnt e isha i " mia Fa X 3 Card expiry ite = á 
Uganda, Rwanda, Burundi Bolivia United Arab Emirate: 
ALIS 
Zambia, Dernocrati Bray Y t Clewskin E-mail — = = | preter not to receive promotional 
Republic of Congo Chile su 
tS venia mailings from other companies 
Zimbabwe Colombia . 
Spa ayment method 
Costa Rica " 
Su i s 
Cuba, Dominican SA - Price per subscription is US$425 less 10 
Australia Republic, Haiti, Puerto x discount for orders of US$2,000 or more 
Rang <} , ; i KU A 
Bangash Rici Oe ee Higher discounts apply for bulk orders; 
Cambodia, Lx Ecuador ! Lenin please call for details 
China, Mongolia Guatemala, E] Salvador Albania : i 
Hong Kong. Macau lamaa Belize, W idw im Austr N > ede um 
"TX tni . à " " 1 i 
India. Nena anil Cian Selden ves Uzbekista Please proforma invoice me Che Economist 
ae te s i " TUQgOSEIVIA » r , . " , " i 
Indonesia Mexico Belarus, Moldova Te dia Reports will be sent on receipt of payme: JABRLK Intelligence Unit 
ID N ampun Honduras Beli Uu Lu embourt ! : rw Wenegro) 
he Ei 1 t Intellige e Unit | Htec., 15 Recent Street. Londi SWIVY 4LK K Registered Eng nd Wak V 524 Regis 1 OM M 1j i Stra London SWIA 


CONRERURAJUK/IECONNAI 


ASIA 


The ungrateful Japanese 


TOKYO 


Dollars by the billion may not be enough to save the prime minister 


UST when Ryutaro Hashimoto's popu- 

larity was expected to pick up, it has 
plunged even further. The record ¥16.6 tril- 
lion ($127 billion) fiscal package that he an- 
nounced on April 24th was supposed to get 
the economy moving and show an anxious 
public that the Japanese prime minister at 
last had matters firmly under control. In- 
stead of Japan sliding into its worst reces- 
sion since the second world war, 
Mr Hashimoto's tax cuts and 
public-spending plans would 
help the economy grow by 2% or 
so this year. A grateful electorate 
would then hand his Liberal 
Democratic Party (LDP) the ma- 
jority it seeks in the upper-house 
election on July 12th. After that, 
Mr Hashimoto would be left in 
peace until September 1999, 
when his second two-year term in 
office expires. 

Unfortunately, no one seems 
to have read the prime minister's 
script. After a brief flurry of inter- 
est on the day the rescue package 
was announced, the stockmarket 
headed down once more—imply- 
ing that it had seen the future and 
was not impressed. The voters 
likewise have been unmoved. In 
opinion polls taken after the announce- 
ment, Mr Hashimoto's approval rating has 
fallen still further. In the latest survey, only 
23% of those interviewed approved of the 
prime minister's performance, while 5096 
held him personally responsible for the 
economic fiasco that is gripping Japan. Mr 
Hashimoto now seems well into the crisis 
zone that caused Tomiichi Murayama, the 
previous prime minister, to resign in De- 
cember 1995. 

Of the three main reasons that explain 
why Mr Hashimoto has been able to re- 
main in office, two no longer exist and one 
may not do so for much longer. First, the 
divisions within the opposition are at last 
being patched over. The Democratic Party, 
formed 18 months ago by Yukio Hatoyama 
and Naoto Kan, swallowed up three more 
smaller parties on April 27th. The centrist 
party under Mr Kan's unexpectedly sure 
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grip now has 93 members in the 500-seat 
lower house and 38 in the 256-seat upper 
house (half of whom will come up for re- 
election in July). 

As the largest opposition group in the 
Diet (parliament), Mr Kan and his col- 
leagues have been trying to persuade the 
other opposition parties—including Ichiro 
Ozawa's dwindling New Frontier Party, the 





Stepping down? Never, Madeleine 


small but influential New Peace Party and 
even the Communists—to throw their 
weight behind an effort to topple the gov- 
ernment. For the first time in ages, there is 
talk of a no-confidence motion being 
mounted by a united opposition. At the 
moment, it is just talk. Between them, the 
opposition parties still cannot muster 
enough votes in the lower house—unless, of 
course, some dissenters from the LDP were 
to vote with them. 

There lies the second reason for Mr 
Hashimoto's new precariousness. In the 
present economic circumstances, several of 
the prime minister's critics from within his 
own party might well cross the floor—or, 
worse, mount a palace revolution to wrest 
away the party leadership. The right-wing- 
ers within the LpP—who have long wanted 
to form an alliance with ultra-conserva- 
tives from the New Frontier Party and wel- 


come the belligerent Mr Ozawa back into 
the fold—have been outsmarted by Mr 
Hashimoto's henchmen. Meanwhile, the 
LDP has maintained a semblance of unity 
because the party elders have deemed that 
there is no serious alternative to Mr Hashi- 
moto for the time being. 

Nevertheless, names are being men- 
tioned. The ruling party's 20-odd promi- 
nent right-wingers have dropped calls to re- 
place Mr Hashimoto with one of their own. 
Instead, they are backing the middle-of-the- 
road foreign minister, Keizo Obuchi. As the 
boss of one of the bigger factions within the 
LDP, the amiable Mr Obuchi is widely seen 
as a useful compromise candidate for the 
party presidency—which carries with it the 
job of prime minister. His main disad- 
vantage is that he represents the business- 
as-usual brand of LDP politics 
that does not go down well with 
the electorate these days. 

More intriguing is the re- 
emergence of Yohei Kono. As 
party president, Mr Kono could 
easily have claimed the prime 
ministership for himself in the 
coalition government that the 
LDP formed in 1994 with two mi- 
nor opposition parties, the Social 
Democratic Party and the New 
Party Sakigake. However, Mr Ko- 
no stood down in favour of Mr 
Murayama, the leader then of the 
Social Democrats, to ensure the 
coalition's stability. That act of 
self-sacrifice has earned Mr Kono 
respect from both the LpP and the 
public at large. Mr Kono would 
make a popular leader. 

But, at least in public, Mr 
Hashimoto is showing no jitters. He was all 
smiles when Madeleine Albright, the Amer- 
ican secretary of state, dropped in this week 
on her way to Beijing (where she had talks 
with Chinese leaders about President Clin- 
ton's proposed visit in June). Mrs Albright 
gave her embattled ally a figurative slap on 
the back, praising Japan for its loyalty and 
bravery. And, it has to besaid, Mr Hashimo- 
to continues to hope for a big enough vic- 
tory in the upper-house election for the LDP 
to regain its traditional majority in both 
houses. 

The possibility of such a victory in July 
is the third factor that has been protecting 
the prime minister—and may not do so 
much longer. Many party stalwarts are con- 
vinced that their troubles began when they 
lost control of the upper house during the 
Recruit “shares-for-favours” scandal in 
1989. The crushing defeat by the Social 
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Democratic Party, headed at the time (as it 
is once more) by Takako Doi, was the Lpr's 
biggest electoral upset in 34 years. 

But the LDP leaders are now pondering 
whether Mr Hashimoto will be more of a 
liability than an asset in the July election. 
To be able to claim victory, Mr Hashimoto 
will have to win at least a simple majority 


South Korea 


(64) of the 126 seats up for grabs. But that 
would not be enough for the Lp» to regain 
its overall majority in the upper house. To 
do so, it would need at least 69 seats—a 
number it has not won in ages. With the 
economy worsening and unemployment 
becoming uglier by the month, Mr Kono 
must be looking a better bet all round. 





The perils of optimism 


SEOUL 


Too many South Koreans are reluctant to change their ways 


ANY South Koreans believe the only 
way their country can go is up, to re- 
join the rich. They should not be so hasty. 
Kim Dae Jung, the veteran democracy cam- 
paigner elected president in December, has 
pulled the country back from the brink by 
announcing reforms, some of which go be- 
yond even what the IMF required as part of 
its $58 billion bail-out. But he faces a sum- 
mer of discontent which could lead to an- 
other financial meltdown. 

There is resistance to change at many 
levels. Mr Kim's government is South Ko- 
rea's first by coalition, and its supporters in 
the National Assembly are in a minority. 
Though some reforms, such as an end to the 
system of lifetime employment, have been 


approved, they still have to be fully brought 
in. At the same time, the chaebol, the coun- 
try's giant family-run business groups, are 
defiantly opposed to change: many of their 
leaders feel threatened by Mr Kim’s ideas. 
Now South Korea's notorious unions are 
also becoming restive. As the temperature 
rises in the streets of the capital, Seoul, so 
does unemployment—expected to reach 
10% this year. And all this as the economy 
sinks into recession. 

Mr Kim remains sanguine and insists 
reforms “will be carried out without fail". 
Indeed, his officials hope South Korea will 
graduate from IMF tutelage next year, and 
this week were negotiating with the Fund 
to reduce interest rates. Though Mr Kim 





Kim welcomes adversity 


says polls show 70-80% of the public sup- 
port his aims, he nevertheless urges the op- 
position Grand National Party to co-oper- 
ate “if they have any sense of responsibility 
at all". The opposition still refuses to con- 


firm his choice of prime minister. 


A break in the political stalemate may 
come in June, when local elections are to be 
held. If Mr Kim's camp triumphs, it will 
provoke more defections from the opposi- 
tion and deliver the coalition a majority. It 
might happen sooner: on April 28th five 
members of the Grand National Party de- 
fected to Mr Kim's party. The coalition now 
needs another 20 seats for a safe majority. A 
victory would confirm public support for 
change. An overbearing bureaucracy 





Dengue fever, a man-made disease 


| JAKARTA 


UPERSTITIOUS South-East Asians 

might suspect a supernatural curse. 
Reeling from economic turmoil, and 
bracing themselves for a return of the 
smog that forest fires last year belched 
| over much of the region, they are also now 
| battling the Aedes aegypti mosquito, and 
| the disease it carries: dengue fever. In 

most of the tropical world, dengue is ever- 

present, and spreading. Last year saw the 

highest-ever recorded number of infected 
| people in the Americas, with Brazil and 
| Cuba especially badly hit. This year den- 
| gue has reached pandemic proportions 
| in Indonesia and Thailand, and Malay- 
sia, Cambodia and Vietnam are all ex- 
periencing serious outbreaks. Most suffer- 
ers are children. 

As with the smog, it is tempting, but 
unfair, to blame mother nature. The 
weather patterns brought by the El Nino 
effect have mucked about with the mos- 
quito's life-cycle, just as they have delayed 
the rains to douse the burning trees. But 
dengue is a disease of urbanisation and 
human travel. In the words of Suchitra 








24 


Nimmannitya, a Thai specialist on the 
disease, the infected Aedes aegupti is "a 
man-made mosquito". 

It breeds in the water that gathers in 
the plastic, rubber and metal containers 
that litter the places where people live, 
and is spread by footloose humans. The 
fever it brings comes in four strains. Infec- 
tion guarantees immunity against only 
one. Pandemics happen when people 
move about, taking different forms of the 
disease with them. In both Indonesia and 
Thailand, there is a vast human flow be- 
tween town and country. 

In Indonesia, according to official fig- 
ures—which probably reveal only a frac- 
tion of the disease's impact—over 400 
people have died from dengue this year, 
including 54 in Jakarta. In the first quar- 
ter there were two-and-a-half times as 
many cases as last year. The severe form of 
the disease, dengue haemorrhagic fever, 
involves a high temperature, head and 
muscle aches, internal bleeding and, at 
worst, circulatory failure. It can be fatal if 
not diagnosed and treated early. The need 


to send sufferers to hospital has stretched 
Indonesia's medical system, which has al- 
ready been smitten by the general eco- 
nomic collapse, pushing up the cost of 
imported medicines. Beds are in short 
supply, as is blood for transfusions. The 
army is preparing to help build field hos- 
pitals in Jakarta. 

In Thailand, where infections are 
three times as high as last year, the out- 
break has attracted less notice. Some say 
the government does not want to hurt 
tourism, one of the economy's few bright 
spots. But in April the public-health min- 
istry said the risk of dengue was higher 
than for 40 years. Dr Suchitra expects 
more people to get it this year than in 
1987, the year of the last pandemic, when 
170,000 people caught dengue. 

Work on a vaccine is complicated by 
dengue's different forms, and it is thought 
unlikely that one will be available for at 
least five years. In the meantime, special- 
ists say people should protect themselves 
against bites and stop helping mosqui- 
toes breed. A man-made disease should 
be susceptible to a man-made solution. 
But humans are kind to the dengue mos- 
quito, and have not, as yet, made its eradi- 
cation à priority. 


| 











IHE ECONOMIST MAY 2ND 1998 


“i 


would be encouraged to get on with imple- 
menting the reforms. At present many civil 
servants are worried for their own jobs. The 
creation of what Mr Kim calls a “demo- 
cratic free-market system”, in place of the 
old command-and-control economy, re- 
quires them to embrace a new way of think- 
ing, which they are reluctant to do. Many 
bureaucrats are also suspicious of the for- 
eigners whom Mr Kim is inviting to invest 
in his country. 

Businessmen, too, are loth to change 
their ways. The government wants corpo- 
rate balance-sheets to become more open 
and conglomerates to close some of their 
myriad subsidiaries. Few are listening, 
though Kim Woo Choong, the energetic 
leader of Daewoo, the third largest chaebol, 
acknowledges that "the possibility for an- 
other financial crisis remains". What he in- 
tends to do about it, however, is more of the 
same: frantic expansion and working his 
factories not two shifts a day, but three. 

Only Hyundai, the biggest chaebol, has 
shown any sign of cutting back: its car divi- 
sion said this week that it plans to sack a 
fifth of its workforce. So far, it is the small 
and medium-sized businesses that have 
taken the brunt of the crisis. Such firms are 
going bust in large numbers. Though some 
big firms have declared themselves bank- 
rupt, many have been kept going with "co- 
operative" financing and “emergency 
loans". These are provided by banks desper- 
ate to prevent debt-ridden firms from clos- 
ing lest they drag the banks down too. 

It cannot last. Eventually big compa- 
nies will fold, creatin mass unemploy- 
ment. To cope with that and the social un- 
rest it threatens, the president will rely on 
his special relationship with the unions. 
Much of Mr Kim's political support comes. 
from Cholla, in the south-west, South Ko- 
rea's poorest region. It was discriminated 
against by the military governments that 
have mostly ruled South Korea since the 
1960s. As the region's workers migrated to 
cities during the country's rapid industri- 
alisation, they formed the backbone of 
South Korea's unions. Many believe Mr 
Kim will right their wrongs. 

The unions have accepted layoffs in re- 
turn for a deal that promises social security 
and less authoritarian management. But 
Park In Sang, the president of the largest 
trade-union federation, wants a better deal. 
Unles Mr Kim can accommodate the 
unions, street protests may follow. 

Even within Mr Kim's camp there are 
differences about how best to proceed. Lee 
Kyu Sung, the finance minister, wants to es- 
tablish an “equity fund" that would invest 
in healthy firms that fear being driven to 
the wall. It is not a bail-out fund, he insists, 
because independent experts from abroad 
would make the investment decisions. Oth- 
ers on the government side would rather 
leave such choices to the market. Since re- 
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strictions on foreign investment were 
lifted, plenty of overseas investors have 
come to Seoul to look at possible opportu- 
nities. That many are holding back suggests 
they too are worried about how hot things 
will get this summer. 





India 


Crushing the 
Insects 


DELHI 


HE Bharatiya Janata Party came to 

power two months ago on the slogan 
that it alone could provide India with a sta- 
ble regime. But the ramshackle coalition 
that it leads in government has been racked 
by internal quarrels from the start, and 
could collapse. The group of 18 parties and 
sundry independents lacks a majority in 
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Miss Jayalalitha wants more 
Parliament, and so is hostage to demands 
from its many constituents. 

The chief tormentor of Atal Behari Vaj- 
payee, the prime minister, has been Jaya- 
ram Jayalalitha, head of a Tamil regional 
party with 18 seats. First, she used her clout 
to get seven of her allies appointed as min- 
isters. However, one of them was accused of 
corruption, and Mr Vajpayee soon thought 
fit to sack him. Immediately Miss Jayala- 
litha demanded the heads of several other 
ministers, saying they too had criminal 
charges outstanding. Mr Vajpayee dropped 
one, an independent. 

Miss Jayalalitha has also demanded top 
posts for others in her party. Above all, she 
wants the state government of Tamil Nadu 
to be dismissed (it is currently prosecuting 
her on a number of criminal charges). Mr 
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Vajpayee is resisting such opportunism, yet 
does so at the risk of being toppled. So bitter 
are some of his colleagues at this blackmail 
that one says a fresh poll is preferable to 
continued humiliation. Mr Vajpayee has 
said in disgust that he will not contest an 
election again. This is not exactly the 
triumphalism of a party claiming to repre- 
sent a new wave of politics. 

Other coalition partners are harrying 
him too. The Samata Party wants the Bihar 
government dismissed and fresh state elec- 
tions held. It wants Mr Vajpayee to grant 
Bihar the absurdly large sum of 500 billion 
rupees ($12.6 billion). Already Mr Vajpa- 
yee's budget deficit is way beyond target. 

Members within the coalition are trad- 
ing abuse. An example of one member's 
charming view of a comrade: 

The diseased insect cannot be disinfected. He 
has to be crushed and carefully incinerated. It is 
not enough to throw him in the gutter: that is his 
natural habitat. There, he will grow and flourish. 

The Congress Party, which leads the op- 
position, is watching with 
amusement as the BJP writhes. 
Congress lacks the numbers to 
make a takeover bid immedi- 
ately, and has no desire to at- 
tempt a rival combine depen- 
dent on Miss Jayalalitha, who 
would surely do to Congress's 
leader, Sonia Gandhi, what she is 
currently doing to Mr Vajpayee. 
Congress intends to wait for 
widespread disillusionment to 
break the Bjr-led coalition, and 
then mop up the fragments. Most 
onlookers believe this will take a 
year, some think it is just a matter 
of months. 

Mr Vajpayee knows his ten- 
ure is limited, and wants it to be 
remembered for matters other 
than insect crushing. So his gov- 
ernment has just created regula- 
tory bodies for fixing electricity 
tariffs—a welcome reform that 
will take politics out of electricity 
pricing. Competition between political 
parties at elections in offering ever-bigger 
subsidies has driven down the price of elec- 
tricity to absurd levels (it is free for farmers 
in some states). State electricity boards are 
losing more than 100 billion rupees a year. 

When in opposition, the BJP opposed 
trade liberalisation, but since coming to 
power in February it has lifted quantitative 
restrictions on 340 import items. It is also 
planning to let foreigners take a minority 
stake in insurance companies, having 
abandoned its former opposition to for- 
eign investment in that industry. In many 
countries, infighting within a coalition 
leads to political paralysis. In India, it has 
spurred the government to do as much as it 
can while it can. 
——————Uá—À—'———PÓ— 
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Taiwan and China 


How happy to be 
with either 


BENING 


HOUGH it often feels neglected by the 

rest of the world, Africa can at least be 
grateful for the long-running rivalry be- 
tween Taiwan and China. As a battle- 
ground in the two countries’ diplomatic 
war, Africa has received copious amounts 
of attention, and tribute. Guinea-Bissau, an 
unassuming minnow in West Africa, must 
feel pleasantly flattered that its decision to 
switch ties from Taiwan was described in 
Chinese newspapers last week as “a major 
event” and “a milestone”. 

The state-run papers did not say just 
what it was that lured Guinea-Bissau into 
the arms of another. Zhu Rongji, the Chi- 
nese prime minister, spoke only of the 
“vast potential for economic and trade co- 
operation” between China and its small 
but desirable partner. Taiwan, which has 
lavished gifts on Guinea-Bissau for the past 


——————————————— 


. Settled in the Pacific 


OU have to admire the French for 

their tenacity. In the Pacific they have 
hung on to their island colonies long af- 
ter other European powers, the British, 
the Dutch, the Germans, sailed away. 

New Caledonia gave the French their 
biggest jolt in 1984 when a French settler 
was shot dead in his farmhouse. That 
does not sound too disturbing in a world 
of carnage, but the French government 
made much of it, fearing that the murder 
was the start of a rising by the native 
Melanesians (called Kanaks). There was 
indeed an independence movement, 
about 20 members of which were shot 
dead, apparently by the French, after the 
death of the settler. Other Pacific states 
gave support to the Kanaks against the 
French, who were already unpopular for 
their nuclear tests in Mururoa. President 
Francois Mitterrand flew out to the is- 
land, making what seemed a preposter- 
ously long journey for a 12-hour visit. 





China's new prize 


eight years, is understandably aggrieved 
that it has returned to its old lover. "Some 
countries cannot appreciate our goodwill,” 
said Taiwan's foreign minister, Jason Hu, 
with some irritation. 

Taiwan and China accuse each other of 
engaging in the most cynical form of dollar 
diplomacy, and both are right. Each side 


However, to everyone's surprise, in 
1988 the French persuaded the Kanaks to 
put off their demand for independence 
for ten years, in return for the promise of 
aid for Kanak areas. Recently, someone 
in Paris woke up to the fact that ten years 
have nearly passed. But the French have 
done it again. In a deal involving the 
Kanaks and the settlers, a vote on inde- 
pendence is to be postponed for at least 
another 15 years. On May 4th, Lionel Jos- 
pin, the French prime minister, is due in 
Nouméa, the capital, to sign the deal. 

New Caledonia is the world's third- 
largest producer of nickel (after Russia 
and Canada). But France's other Pacific 
possessions, Wallis & Futuna and French 
Polynesia, which includes Tahiti (ah!) 
are expensive luxuries. France is still 
cross that in 1980 it was made to pull out 
of the New Hebrides (now independent 
Vanuatu), which it shared with Britain. It 
is unlikely to budge again. 
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has offered cheap loans and material aid to 
the Africans. Both have sent teams to do 
medical and social work in needy areas. 
Large amounts of cash have been paid di- 
rectly to some African leaders rather than to 
their governments. With such largesse on 
offer, it can become difficult for some Afri- 
can countries to make up their mind. Like 
Guinea-Bissau, Niger was China's but 
jumped to Taiwan in 1992, then reverted to 
China in 1996. 

At the moment, China appears to be do- 
ing the better. Guinea-Bissau is the third Af- 
rican country this year to abandon Taiwan. 
The Central African Republic switched in 
January after, according to Taiwan, its re- 
quest for a $120m loan was turned down. 
Far more serious was Taiwan's loss ofSouth 
Africa. President Nelson Mandela agonised 
publicly about the “morality” of the move 
to China, with its big market for South Afri- 
can products and its permanent seat on the 
UN Security Council. Taiwan had gener- 
ously supported his African National Con- 
gress when it was in opposition, and he had 
hoped to be able to recognise both China 
and Taiwan. China, however, said no. 

Ever since South Africa's switch, African 
diplomats have been waiting for others to 
follow. Malawi could be next. Taiwan still 
says its ties there are firm, but Malawi re- 
cently sent a team of officials to Beijing. 
China has offered aid for regional energy, 
water and transport projects to the South- 
ern African Development Community, but 
has pointedly said that implementation of 
the deal would be difficult while two of the 
community's members, Malawi and Swazi- 
land, continued to recognise Taiwan. 

Taiwan is now left with only 27 diplo- 
matic allies. Some Pacific island-states have 
stayed loyal, and Taiwan's ties with the Ca- 
ribbean and Central America remain 
strong. Taiwanese diplomats travelling to 
the Caribbean have the happy habit of 
stopping over in the United States, a prac- 
tice that causes some irritation to China. 
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“At IMD, you learn how to 
make things happen" 


Frank Galuppo 
Managing Director, 
Lucent Technologies 
Network Systems 
GERMANY 








These three executives from Lucent Technologies attended 
Leading Corporate Renewal at IMD to 
advant tage of the rapidly changing business environment 
around them. It's a two week program that starts with the 
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education for more than 50 


It makes for a powerful learning experience. 
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years; our high standards are recoanized in the business 
school ratings of both Business Week and US News & World 


Heport. 


Our world-wide network of over 30,000 alumni includes the 
senior management of some of the world's most successful 
companies. 


| $ 


your company a competitive edge, you should carefully 


YOU wal it fO e ytalize on your leat lership potential and give 


consider attending one of the following management programs 


it IMD. the world's most international business school 


Leading the Family Business 





Making it work through people Creating and managing strategic change init (riical issues in managing family-owned Dusiness 

Starting dates Star jate tarting date 

Nov 16, 1998 or Nov 22, 1999 Aug 24, 1998 or Aug 30, 1999 Oct 4, 1998 or May 9, 1! 99 

Mobilizing People Orchestrating Winning Performance 

Mobilizing human talent to meet corporate objectives MD's latest thinking on key management issues 

Starting date ting dates 

E br eit IND jun 24. 1998 or Jun 30, 1999 
xd World. Real vendus, A 

Š Please contact Ms. E. W. Vuichoud at the International Institute for Management Development, Lausanne, owitzeriar 

z Teal: +41 21/618 03 ae Fa X: +41 21/618 07 15 E -mail: info@imad.cn Website; h M W na.ct 

i Ms. Vuichoud would also be pleased to inform you about IMD's MBA and Executive MBA programs 


ADVERTISEMENT 





Be pause, Applause 


Anyone can win over a tough audience, says hailed 
speechwriter. Just ask Lee lacocca. 


THE AMERICAN SPEAKER 
Your Guide to Successful Speaking 
Aram Bakshian, ]r., Editor (500 pages; 
Georgetown Publishing House) 


American 
Speaker 


By Len Taylor 





Bakshian, Jr., in this remarkable new resource for public 

speakers, is the ability to communicate clearly and effec- 
tively. Never has this been more true than in today’s intensely 
competitive business climate. 


Bakshian should know. Speechwriter to “The Great Com- 
municator" himself, Ronald Reagan, as well as to two other for- 
mer presidents and the heads of several major corporations, 
Bakshian has witnessed the rise and fall of international leaders 
based on their ease — or lack of ease — on the podium. Anyone 
can master the art of speaking in public, Bakshian says, “In the 
last analysis, the spoken word is still king." 

Fear and loathing of the rubber chick- 
en circuit have long plagued public fig- 
ures. "No one knows how I hate 
making speeches," President Calvin 
Coolidge once complained to a friend. 

Bakshian tackles head-on the chal- 
lenges of public speaking in AMERICAN 
SPEAKER. "As with alcoholism," he writes, 
"there is no known cure for stage fright. 
You're either a ‘chronic’ sufferer or a 
‘recovering’ sufferer.” In either case, it's 
easy to minimize that suffering — or even 
turn it into an advantage. As Carroll 
O'Connor, the legendary "Archie Bunker," 
put it, “A professional actor has a kind of 
tension. The amateur is thrown by it, but 
the professional needs it." 


Perhaps the best contemporary exam- 
ple is Lee Iacocca, who saved the Chrysler 
Corporation by using his enormous talent 
as a speaker to win the support of the 
Congress, the White House and the 
American people for the biggest corporate bailout in history. 
Iacocca himself attributes his business success to speaking. In his 
autobiography, he writes: “I’ve seen a lot of guys who are smarter 
than I am and a lot who know more about cars. And yet I've lost 
them in the smoke. Why? Because I'm tough? No ... You've got to 
know how to talk to them, plain and simple." 


Business is the single biggest rhetorical arena. From simple 
retail sales spiels to sensitive boardroom presentations, speech 
keeps the wheels of commerce turning. In making a first impres- 
sion, Bakshian writes, "Your appearance can raise expectations, 
but what you say and how you say it will determine how people 
evaluate you." A good speaker is always in demand. At events 
from business conventions to weddings, “a good speaker not only 
adds to the occasion, he also benefits from ‘free advertising’ that 
adds to his stature in the community and attracts future business." 


Ts difference between success and failure, writes Aram 





The chairmen of Fortune 500 companies like Coca-Cola, 
IBM and General Motors make more speeches in a year 
than most politicians do. And not just on television. 
They speak all the time in the workplace and to col- 
leagues, customers and the media. 


Unusual for a book or periodical of any kind, AMERICAN 
SPEAKER is more of a personal mentor — a do-it-yourself guide 
designed to save hours or days of preparation time, or, converse- 
ly, an enormous bill from a professional speechwriter or “coach.” 


It's a clever, accessible concept: a three-ring binder crammed 
with hundreds of pages of material on every imaginable aspect of 
public address: body language, delivering an inspiring eulogy, 
antidotes to nervousness, using humor, developing a powerful 
speaking voice, or engaging the audience in a positive question- 
and-answer session. Bakshian offers sensible, uplifting advice for 
every occasion, from the Thanksgiving toast to a defense of your 
industry before a hostile audience, 


Clearly arranged, AMERICAN SPEAKER is easy to navigate, 
highly entertaining and loaded with good ideas. In the calendars 
section, for instance, Bakshian compiles thousands of speech 
pegs for every day of the year in three calendars: celebrity birth- 
days, today in history and the months at a glance. “Every audi- 
ence gathered to share a common interest or celebrate a specific 
occasion has a built-in common bond,” Bakshian writes. “A good 
speaker doesn’t just know this; a good 
speaker takes advantage of it.” He 
demonstrates how a shared reference can 
warm up the audience, draw a favorable 
analogy or build a bridge from past to 
present. 


What about actual speeches? 
AMERICAN SPEAKER gives you a section on 
birthday salutes including Ronald 
Reagan’s speech on the centennial of 
Franklin D. Roosevelt's birth. To illus- 
trate the business address, Bakshian 
quotes nine speeches that used humor 
and anecdotes to deliver serious mes- 
sages to several very different audiences. 
In the business section, Bakshian high- 
lights "the ultimate dedication speech of 
all time"- Abraham Lincoln's Gettysburg 
Address. And so on. 


But here's what really makes 
AMERICAN SPEAKER stand out from the 
crowd of business publications. In addi- 
tion to the basic 500-page volume, readers also receive timely 
updates, transcripts of recent, powerful speeches and a free con- 
sulting service with Bakshian, to resolve those last-minute speak- 
ing challenges. Best of all, the entire package is guaranteed. 
Review AMERICAN SPEAKER for 30 days. If it doesn't meet your 
expectations, return it to Georgetown Publishing House for a 
complete refund. 

Few professionals can afford to ignore a promise like that. 
AMERICAN SPEAKER ($297, including bimonthly updates) is not 
available in any bookstore. Copies are available only from 
Georgetown Publishing House. 


To order, write to: Georgetown Publishing House, 


1101 30th St, NW, Dept. 4WE8, Washington, DC 20007 USA. 
Or call them at 800-915-0022 — or, fax 202-337-1512. IB 
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Give them their pills, 
the fuddled masses 


WASHINGTON, DC 


America's addiction is not just to illegal drugs 


GOOD general avoids wars he cannot 
win, which is doubtless one reason 
why General Barry McCaffrey has never fol- 
lowed political fashion by declaring *a war 
on drugs". Instead, President Clinton's 
drugs czar (more properly the director of 
the Office of National Drug Control Policy) 
argues that "cancer is a more appropriate 
metaphor"—a long-term problem needing 
a variety of treatments to check its spread 
and improve its prognosis. 

Skirmishes, however, are a different 
matter, especially for a man who was the 
American army's most decorated combat 
officer. Last week he was denounced by 
black members of Congress; indeed, he was 
allegedly called *a skunk" by Eleanor 
Holmes Norton, the delegate to Congress 
from Washington, pc. His offence was to 
convince MrClinton not to allocate federal 
money to needle-exchange programmes, 
despite the recommendations of Donna 
Shalala, the health and human services sec- 
retary, and David Satcher, the new surgeon- 
general, and despite academically respect- 
able studies showing that the provision of 
free, and so clean, syringes to drug addicts 
saves some 30 people a day from contract- 
ing HIV. General McCaffrey’s argument, 
made all the more persuasive by the ap- 
proach of this year’s congressional elec- 
tions, was that aiding the programmes 
would send “the wrong message” about the 
administration’s drugs policy. 

So what is the right message? This week 
the general defended himself with an ad- 
dress to the American Bar Association. The 
outcome of the needle-exchange quarrel is 
“a democratic solution of tremendous cun- 
ning” (others would call a solution that en- 
courages such programmes but refuses to fi- 
nance them a fudge). A judicial system that 
holds 1.7m Americans in prison at any one 
time, half of them for drug-related offences, 
does indeed (said the general) bear dispro- 
portionately on blacks. It would certainly 
be better to make greater use of supervised 
drug-treatment programmes rather than 
long prison stretches. And it is wrong thata 
trafficker of just five grams of crack cocaine 
(usually caricatured as a black street hus- 
tler) should face a mandatory minimum 
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prison sentence of five years while the 
threshold quantity of powder cocaine (the 
form preferred by rich whites) for such a 
sentence is 500 grams. As to the medical use 
of marijuana, “Come on!” is the general's 
first reaction, but he is prepared to change 
his mind if the drug that Mr Clinton failed 
to inhale in his student days can eventually 
“pass medical and scientific scrutiny”. 


The question is whether any message, 
right or wrong, is being heard. The general’s 
goal, to be pursued with better education 
and better high-tech surveillance of Ameri- 
ca's borders, is to halve the use and avail- 
ability of narcotics in America by 2007. If 
he succeeds, illegal drugs will still be a 
problem for around 6.5m Americans—but 
that will be the fewest since records began. 
The peak was 25m, in 1979. 

Too good to be true? General 
McCaffrey, declaring himself “reasonably 
optimistic", points out that the use of illegal 
drugs has fallen by half over the past de- 
cade and that, for the first time in six years, 
the use by young people has stopped grow- 
ing. Moreover, as the baby-boomers at last 
mature, there are some 61m Americans 
who have stopped using illegal drugs. But 
that still leaves about 3.6m with a cocaine 
habit and 810,000 chronic users of heroin. 
In addition, despite the "Just Say No" slo- 
gan that has been common currency since 
the late Reagan administration, a tenth of 
all Americans aged 12 and over now smoke 

















marijuana or hashish (mari- 
juana use by high-school stu- 
dents doubled between 1992 
and 1995). Meanwhile, among 
America's 14-year-olds, some 
10% use marijuana and some 
4% methamphetamines and 
other stimulants. 

Whether these figures are 
encouraging or not is a matter 
of debate: is the glass half-full 
or half-empty? What punning 
pessimists will argue is that drugs meet an 
American need for a quick fix for any prob- 
lem, however complex or deep-rooted. 
Their proof is not just the continuing, albeit 
"stabilising", demand for narcotics but the 
burgeoning sales of prescription and over- 
the-counter drugs for pretty well every ail- 
ment, from headaches to baldness. 


If it twinges, dose it 
The most recent example is Viagra, a pill re- 
leased a month ago to combat male impo- 
tence. With American men apparently af- 
flicted by the millions, doctors are doling 
out Viagra at the rate of more than 113,000 
prescriptions a week—not quite on a par 
with the more than 436,000 dished out for 
the feel-good drug Prozac, but impressive 
nonetheless—and the share-price of Pfizer, 
Viagra's manufacturer, is soaring. It will 
rise still higher if the doctors and chemists 
decide that Viagra has a similar use for 
women (who are apparently as sexually 
dysfunctional as men). 

If Viagra and Prozac are extreme cases 
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UNITED STATES 


of pill-fervour, there are plenty of others 
that are impressive. Sales of anti-ulcerants 
such as Prilosec and Zantac rose by 9% last 
year, to $6.2 billion; and sales of anti- 
psychotics such as Zyprexa rose by 61% to 
$1.6 billion. Turn to the morning newspa- 
per or the television evening news and ad- 
vertisement after advertisement recom- 
mends doctor-prescribed remedies for 
high cholesterol or dodgy blood-pressure. 
Last year the sales ofa single antihistamine, 
Claritin, rose by 40% to over $900m. 

Arguably, such sales reflect the general 
financial excess of the American health- 
care system: the United States spends more 
per head of population on pharmaceutical 
products than any western country apart 
from France; its spending on outpatient 
prescriptions has risen more than ten-fold 
since 1970; and its spending on health as a 
percentage of gross domestic product has 
doubled in less than 30 years. 

But that explanation is only part of the 
story. The truth is that demand for non-pre- 
scription drugs has grown every bit as fast. 
In 1970 the American market for drugs that 
could be bought over the counter was 
worth $2.7 billion; last year, it was worth 
$16.6 billion. The sales of one headache 
remedy, Tylenol, reached $664m; those of 
another, Advil, $302m; those of a third, 
Excedrin, $125m. Add in the various over- 
the-counter remedies for flatulence, con- 
stipation, diarrhoea, hay fever and the com- 
mon cold, and the average American might 
seem to be a pill-popping hypochondriac. 

The industry denies this. It explains that 
many over-the-counter drugs were once 
available only on prescription, and that to 
buy them without a prescription saves 
around $20 billion in direct and indirect 
health-care costs, “Far from a ‘pill-popping’ 
culture”, maintains the Nonprescription 
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Drug Manufacturers Association, “Ameri- 
cans turn to over-the-counter medicines 
only 38% of the time they experience a self- 
treatable condition.” 

Maybe so, although “only” is an elastic 
word. The industry’s surveys also show that 
Americans are likely to take a non-prescrip- 
tion pill for 75% of the headaches they get, 
and 73% of their bouts of indigestion. 


Moreover, mix the wrong legal drugs, or 
take the wrong dosage, and the result can be 
disastrous. Some surveys estimate that 
140,000 people a year die from the side-ef- 
fects of prescribed drugs. That compares 
with some 14,000 who die each year from 
illegal drugs such as heroin—which at least, 
to quote General McCaffrey, offer “intense 
pleasure at the sub-rational level”. 





Oklahoma's capital three years on 


From tragedy, a new growth? 


OKLAHOMA CITY 


T THE centre of Oklahoma City, a green 
lawn about half the size of a football 
pitch undulates down to a chain-link fence. 
People still come there in large numbers. 
They stand in silence behind the fence 
reading the handwritten notes and ban- 
ners, or setting down stuffed animals to 
commemorate dead children. Giraffes and 
tigers nod in the wind. 

It is just over three years since a bomb 
planted by Timothy McVeigh ripped 
through the Murrah Federal Building, kill- 
ing 168 people. This autumn, the ground 
will be broken for a memorial: a reflecting 
pool with 168 empty chairs set in tree-lined 
lawns, enclosed by two large gates engraved 
with 9.01 and 9.03, the minutes before and 
after the time of the explosion. As a living 
memorial, an institute for the study of ter- 
rorism and conflict resolution will be set 
up near the bomb-site. 

The bomb was a bitter way to put Okla- 
homa City on the map. In fact, a public-re- 
lations effort to do exactly that had been 
under way for several years before 1995, 
with little effect. After a series of failures to 
attract big corporations, the mayor, Ron 
Norick (who recently stepped down after 
more than a decade in office), concluded 
that the problem for Oklahoma City was 
not that corporate decision-makers had a 
bad impression of the city; it was that they 
had no impression at all. The city, in fact, 
covers 608 square miles and includes sev- 
eral thousand farms. So brochures were 
printed. "We're greener and grander than 
you think," trumpeted one. A slogan was 
coined: "Oklahoma City. A better living, A 
better life." 

Before 1995, the city had also been in- 
venting ways to make itself attractive. The 
most important was the 1993 MAPS (Metro- 
politan Area Projects) plan—a series of nine 
projects, costing $300m, financed by a one- 
cent increase in the sales tax for five years. 
The first project, a sleek red-brick baseball 
stadium costing $29m, opened last week, 
and the locals (after grumbling about the 
cost) have decided they like it. Within the 
next two years the stadium will be over- 
shadowed by an expanded convention 





OL M 
Less oil, more baseball 


centre, an "information age” library, a 
sports arena (to tempt the National Hockey 
League or the National Basketball Associa- 
tion into bringing a franchise to town), and 
a restored music hall. 

In 1995, as part of MAPS, voters ap- 
proved a $220m bond issue for work on the 
city's infrastructure. Even by the standards 
of most big American cities, Oklahoma 
City's centre is still disconcertingly empty. 
Vacancy rates hover around 30%. Several el- 
egant old skyscrapers are crumbling slowly, 
too valuable to knock down but too expen- 
sive to restore. The emptiness is underlined 
by the curious liking Oklahomans have for 
scurrying around their capital (even when 
the streets are dappled in sunlight) by way 
of a warren of tunnels. 

Oil was once even more important to 
Oklahoma than it was to neighbouring 
Texas. But oilmen tend to cut a low profile 
in Oklahoma City nowadays; even in the 
plush Petroleum Club, you are more likely 
to bump into a lawyer than an oil tycoon. 
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An empty field, under God's eye 


WACO, TEXAS 


O FIND the Branch Davidians you 
turn off Texas Farm Road 2491 on to a 
| ranch road, and look for a tent. That is 
where Amo Roden lives, one of many 
claimants of the mantle of Davidian 
prophet. When The Economist stopped 
by last week Ms Roden was engaged in an 
animated conversation with Charles 
Pace, another pretender to Davidian 
prophethood. Ms Roden accused Mr Pace 
of plagiarism; he dismissed her doctrines 
promoting polygamy and masturbation. 
Mr Pace was busy fixing a lock to his mail- 
| box. “It’s crazy,” he said. "I wouldn't need 
| a lock in town." 
Ms Roden’s sect has one follower: her- 
self. Mr Pace claims a following of ten or 
|. so. The Branch Davidians are the 
| distant consequence of a dispute 
| in the Seventh-Day Adventist 
| church 60-odd years ago. The main 
| group—those who still follow Da- 
vid Koresh, and await his return— 
has no more than 20 members in 
and around Waco. There are other 
tiny “flocks” in England, Australia 
and South America. Before you 
smirk, though, raise your eyes just a 
bit. 

There, amid the wildflowers 
and tall grass, you can make out the 
charred concrete floor of the 
. Branch Davidian compound. Off 
| tooneside stand 80 or so saplings, 
| one each for the Davidians and 

four agents of the federal Bureau of 





Alcohol, Tobacco and Firearms (Arr) who 
were killed when the ATF tried to storm 
the compound on April 19th 1993. Most 
of the Davidians were burned alive. The 
trees have markers, paid for by a Texan 
militia group, which carry the victims' 
names. A surprising number are British 
or Australian. There are many children: 
Startle Summers, aged 1; Little One Jones, 
aged 15; Bobbie Koresh, aged 2. It is a 
peaceful spot. 

Koresh's plinth is no larger than the 
others. A bigger plaque quotes the Book of 
Revelation, chapter 6, verses 9 and 10, 
ending: *How long, O Lord, holy and 
true, dost thou not judge and avenge our 
blood on them that dwell on the earth?" A 





Tour the site, visit the museum 


small museum sits near the road, staffed 
by two Australian Davidians, one of them 
the only survivor of the inferno. Another 
plaque recalls the Oklahoma City bomb- 
ing, exactly two years after the assault on 
the compound; Timothy McVeigh, the 
man who planted that bomb, had been 
infuriated by what happened to the 
Branch Davidians. 

“The Rules of Engagement”, a docu- 
mentary film nominated for an Oscar 
this year, argues that the FB1, which was 
behind the Arr, behaved unprofession- 
ally, not least when it “lost” some vital evi- 
dence and cleared the topsoil off what re- 
mained of the Davidian compound. The 
film suggests the agency can be held re- 
sponsible for the deaths, manipulative 
and unbalanced though Koresh was. 
Why, for instance, did the FB1 tear-gas the 
compound when it knew the Davidians 
had no gas masks for the children? 
The state of Texas clearly feels un- 
easy about all this. Texas’s law-en- 
forcers will try to ensure that they, 
not a federal agency, handle 
Koresh-like characters in the future. 
Last year the state's Department of 
Public Safety won much praise for 
its level-headed handling of the 
“Republic of Texas” separatists. 

Down the road is the leafy town 
of Waco, population 100,000, a 
place of cheering American nor- 
mality. It has the Dr Pepper Mu- 
seum and the Texas Rangers Hall of | 
Fame. Yet, to the outside world, 
Waco is what happened five years 
ago on a patch of prairie called 
Mount Carmel. 


— emisti = ee UI t t i st! 


—M 





| 





Oklahomans talk wistfully of the heady 
days of the 1979-82 boom, when oil was 
fetching $50 a barrel and small towns glit- 
tered with Porsches. "There was money, li- 
quidity awash," says Chuck Nelson, the 
chairman of Bank One, Oklahoma. It did 
not last. The bust of 1983 wiped out many 
families and slashed property prices; Okla- 
homa City lost 6% of its non-farm jobs. Lo- 
cals compare it to an alcoholic hitting rock- 
bottom; the memory still hurts. But, says Mr 
Nelson, *We had to reach that point to 
break our addiction to oil." 

It took ten years for the state to return to 
the income levels it had before the bust. The 
economy is now diversified enough to be 
immune from future downturns in the oil 
industry. Not that oil can fall much further. 
The state's oil production last year was the 
lowest since 1914. Oklahoma Sweet Crude 
now sells for $12 a barrel, barely above pro- 
duction costs. 

Oklahoma City's economic profile is 
stodgy at best, especially compared with 
the dynamism of Texas cities. True, unem- 
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ployment is almost non-existent; taxes and 
living costs are among the lowest in the 
country; retail sales are healthy, picking up 
5% last year. But the city, with a metropoli- 
tan population of 1m, is barely growing. It 
has not yet persuaded the rest of America 
either that it is in the Sunbelt or that its 
proximity to Interstate 35 gives it added 
value as a corridor for trade from Mexico. 
Officials say they want to attract a semi- 
conductor plant, a hope that has become 
the Holy Grail for aspiring cities across 
America. High-tech employers remain few, 
but they are growing in number. Those that 
do come—such as Lucent Technologies and 
Seagate—enthuse about the willing labour 
force and the low operating costs. One area 
of success has been medicine. The Okla- 
homa Health Centre now employs 14,000 
people in mostly well-paid jobs. The jewel 
in the crown of the burgeoning biotech in- 
dustry is the Oklahoma Medical Research 
Foundation, which is developing into a re- 
search institute of national importance, es- 
pecially in the field of immunology. 


Yet the success of medical research is in 
stark contrast to the many low-paid jobs. 
Workers in Oklahoma City earn far less 
than the national average wage; the educa- 
tion system, though improving, still gets 
too little money. Baseball stadiums and 
convention centres may raise the morale of 
a grieving city, but they are less vital in the 
long run than money for the public schools. 





Rent control 


The morning 
after 


BOSTON 


LL across America, rent control is dying 
out. Not before time, some would say. 
What began as an emergency measure, to 
address housing shortages during the sec- 
ond world war, now looks mostly like à 
way to prevent landlords realising the 
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proper value of their properties. In recent 
years, California's legislators have diluted 
restrictions governing how much private 
landlords may legally charge tenants. Illi- 
nois, together with several other states, has 
banned local governments from imposing 
rent control. Even in New York, where rent 
control is sacred in certain parts of the city, 
lawmakers came close last year to ending 
the regulated rents of millions of tenants. 

In Massachusetts, rent control lasted for 
nearly 30 years in Boston, Cambridge and 
the nearby suburb of Brookline. But the 
frustrations of landlords, together with 
scandalous stories of well-heeled public 
servants living in cheap flats, eventually 
took their toll. Voters eliminated rent con- 
trol by referendum in November 1994, and 
lingering protections for disabled, elderly 
and low-income tenants finally expired 
last year. 

There were dire predictions of hardship 
when rent control was abolished. Some of 
them came to pass. Cambridge (home of 
Harvard University) which had roughly 
16,000 rental units under the strictest regu- 
lations in the state, recently reported that 
nearly 40% of tenants in regulated flats 
moved out after rent control ended. From a 
modest survey of 1,000 households, city of- 
ficials concluded that decontrolled rents 
overall jumped by more than 50% between 
1994 and 1997 (from an average of $504 a 
month to $775), outpacing market rates. 
Over the same period, complaints of evic- 
tion also rose by 33%. 

Amy Fripp, an unemployed 42-year- 
old, had to leave the Cambridge house in 
which her family had lived since the 1960s 
when her landlord put up the rent by $250 
a month. Another woman, who is elderly, 
faced eviction from her home after 50 years. 
"Rent control may be over, but its effects 
are far from over," says Ellen Shachter, a 
lawyer with Cambridge and Somerville Le- 
gal Services, which last year represented 
100 residents of formerly regulated proper- 
ties. "It's clearly contributing to making 
Cambridge a city of rich and poor." 

It is true that Cambridge, once re- 
nowned for its economic and racial diver- 
sity, is on its way to becoming not only 
wealthier, but also more transient. New 
households there are now less likely to in- 
clude families and elderly people with in- 
comes of less than $40,000, and more 
likely to include multiple room-mates and 
full-time college or graduate students. 

Similar worries have been voiced in 
Boston, which had 16,000 strictly regulated 
units and another 40,000 units under a 
looser form of rent control known as "va- 
cancy decontrol". Evictions for non-pay- 
ment of rent have increased by 20% since 
rent control was abolished, and more than 
7,000 eviction complaints were handled 
by Boston's housing court last year, com- 
pared to 5,000 in 1993 before rent control 
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Rent up, tenant out 





ended. With a vacancy rate of less than one 
percent across the city, moderately-priced 
housing is getting hard to find. 

Yet the Cambridge study also showed 
that, when rent control ended, investment 
in housing and repairs went up. It showed, 
too, that although many people left, most 
stayed put, and that the number of non- 
white tenants in formerly regulated units 
has actually doubled. Nor is the end of rent 
control the only reason for turmoil in the 
housing market. Turnover in communities 
with large amounts of rented housing is al- 
ways high, especially among young people, 
and cities naturally “change their shape 
over time," notes Henry Pollakowski, a 
housing economist at the Massachusetts In- 
stitute of Technology Centre for Real Estate. 
Harvard Square, for instance, where chain 
stores like The Gap are thriving and rents 
climbing, may have lost much of its distinc- 
tiveness but remains as vibrant as ever. The 
strong economy, with a booming property 
market, may also have contributed to 
higher rents and higher eviction rates. 

In order to soften the end of rent con- 
trol, Boston secured federal rent subsidies 
for roughly 400 elderly, disabled and low- 
income tenants. Others were placed at the 
bottom of lengthy public-housing waiting 
lists. Brookline offered one-time relocation 
stipends to deregulated tenant households, 
and Cambridge has earmarked more than 
$15m in local taxes for affordable housing 
programmes. But many of the displaced 
tenants of formerly rent-controlled build- 
ings have simply disappeared. Mark Sny- 
der, the deputy administrator of Boston's 
Rental Housing Resource Centre, has had a 
lot of post sent back to him marked "Ad- 
dressee unknown". Exactly what has be- 
come of these people, he has no idea. 





States v. Washington 
Fighting over 
organs 


HE federal government is regularly ac- 

cused of encroaching on states' rights 
and fingering their assets. Now many states 
are denying Washington its pound of 
flesh—literally. In recent weeks, South Car- 
olina and Oklahoma have joined Louisi- 
ana in defying federal proposals to change 
the way precious organs, particularly livers, 
are allocated to patients needing trans- 
plants. They are not alone. Tennessee and 
several other states are considering similar 
laws that would give patients in local trans- 
plant centres priority for organs donated 
by local residents, before allowing the tis- 
sues to be sent out of the state. 

This is not so different from the system 
already being run by unos (United Net- 
work for Organ Sharing), the organisation 
contracted by the federal department of 
Health and Human Services (HHS) to run 
the transplant network. UNOS thinks a pol- 
icy of local organs for local people is the 
fairest way to allocate them; the HHs thinks 
otherwise, and has given UNOS just four 
months to come up with a new method. 

Today's troubles arise from a simple sta- 
tistic: there are over 10,000 Americans who 
need liver transplants, and only 4,000 liv- 
ers to go round. Every patient has to wait, 
but some linger longer than others, accord- 
ing to where they live and how many or- 
gans are available there. A patient with low- 
grade liver disease in Wisconsin and the 
surrounding states may have to wait twice 
as long for a transplant as his counterpart 
in North Carolina and neighbouring states 
(see map on next page). But that liver will 
not make its way to Wisconsin if it can be 
given to another patient in North Carolina, 
even if he is not so ill. 

In the United States a liver travels an av- 
erage of 160 miles between donor and re- 
cipient, and only 10% of organs leave their 
regional distribution area. Of those 9096 of 
livers remaining in the region, over half go 
to the least medically urgent cases. The HHS 
calls this geographic discrimination, and 
wants it stopped. Its solution is a single na- 
tional waiting list that would simply give 
the highest priority for liver transplants to 
the sickest patients, wherever they live. 

UNOS thinks this is impractical. Its 
computers have shown that such a scheme 
would lead to longer waits and fewer peo- 
ple receiving more transplants, since, with 
the sickest patients, the first operation of- 
ten fails (thus wasting organs and requiring 
a second one). These worst cases tend to col- 
lect at a few large, established transplant 
centres, in cities like Pittsburgh, New York, 
Dallas and Los Angeles. With a national list, 
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organs are more likely to reach one of these 
hospitals. If livers start leaving states, how- 
ever, UNOS fears that already scarce sup- 
plies will decline (since donation depends 
on local campaigns and neighbourly good- 
will) and that smaller and more conve- 
nient transplant units will shut down. 
According to John Fung, director of 
transplants at the University of Pittsburgh, 
such a shake-down in centres is long over- 
due. Since 1983, the number of American 
hospitals transplanting livers has grown 
tenfold, to 124; much of this growth is due 
to a diaspora of Pittsburgh-trained sur- 








geons, who have set up shop on their own 
across the country. There is now compe- 
tition for organs: Pittsburgh has seen its an- 
nual tally of liver transplants fall by over 
5096 to 240. 

Dr Fung describes many of these small 
centres as "window-dressing" operations. 
Their surgeons treat only a handful of cases 
a year, not enough to gain expertise. But, for 
large and small centres, livers are lucrative. 
In an era of managed care, hospitals are 
lucky if they can make even a 1096 profit 
froma liver transplant operation. But offer- 
ing the service draws in patients who sup- 


Want to bet on an election? 


THE mathematics of 
gambling are inescap- 
able: if you stay at the ta- 
[- ble long enough, you go 
bust. All told, Americans 
lose roughly $50 billion 
in vied istius every year. It is little 
wonder that the gambling industry is 
willing to grease the political process in 
order to put casinos wherever it can. 
According to a recent study by John 
Warren Kindt, in the Annals of the Ameri- 
can Academy of Political and Social Sci- 
ence, political contributions by the gam- 
bling industry have increased sevenfold 
over the past three election cycles. Gam- 
bling interests gave $3.7m in soft-money 
contributions (ie, contributions ostensi- 
bly for general activities such as “party 
building”, but not for individual cam- 
paigns) in the 1995-96 cycle, up from less 
than $500,000 in 1991-92. At the federal 
level contributions are split almost 
evenly between Republicans and Demo- 
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crats, though Indian gambling interests 
give more heavily to the Democrats and 
commercial gambling companies more 
to the Republicans. 

But the real action is in the states, 
whose legislatures have the authority to 
legalise or expand gambling. Between 
1991 and 1996, the gam- 
bling industry provided 
more than $100m in politi- 
cal contributions at the 
state level. It spent $16.5m 
on a 1994 campaign to 
legalise casinos in Florida, 
more than was spent that 
year on the combined gu- 
bernatorial campaigns of 
Governor Lawton Chiles 
and his challenger, Jeb 
Bush. In 1995, supporters 
of gambling in Virginia 
hired 48 lobbyists, from 
nearly every lobbying firm 
in the state capital, in a bid 





ae Se eine cit 
UNITED STATES 


port ambitious research projects, and make 
use of other medical services. 

If a national list is created, some minor 
transplant programmes will lose their live- 
lihoods—and rightly so. Studies show that a 
handful of centres doing fewer than six 
transplants a year have a much higher 
death rate than the country's leading units. 
But some of the medium-sized pro- 
grammes, which fear for their survival, pro- 
vide an efficient service for local patients 
and their families who cannot afford the 
emotional and economic cost of travelling 
to some far-flung centre of excellence. 

Medical rationing is never easy, and is 
hardly helped by the war of words between 
large and small transplant centres. How- 
ever, a few solutions suggest themselves. 
Grouping the nation's patients and livers 
into fewer, larger regions might allow 
broader allocation without the risks of hav- 
ing to fly organs across the country (even 
with the best care, livers can last only half a 
day on ice). Allowing local organs to follow 
local patients might go some way to easing 
distribution problems while retaining the 
"community spirit" of donation. 

Lastly, more donations, and less waste 
at transplant centres, would improve mat- 
ters greatly. But it takes time to change the 
way people do things. Despite attempts to 
raise awareness (including an HHS cam- 
paign to ensure 2096 more donations by 
2000), the number of organ donors has 
grown by only a third over the past decade. 
In the same time, the number of patients 
awaiting transplants has trebled. 





to legalise riverboat casinos. The pleasant 
surprise is that both efforts failed. 

Still, the amount of cash available to 
the industry makes for a lopsided contest. 
The National Coalition Against Legalised 
Gambling has a budget of only about 
$150,000 a year. The secretary of the inte- 
rior, Bruce Babbitt, is under investigation 
for allegedly denying a casino licence to 
an Indian tribe at the behest of several 
other tribes (already own- 
ers of casinos) which later 
contributed more than 
$350,000 to the Demo- 
cratic Party. 

It is, of course, Ameri- 
ca's love of gambling that 
fills the industry's coffers 
in the first place. A veteran 
newsman, Walter Cron- 
kite, blames the rise of 
gambling on "the collapse 
of America's work ethic in 
the sybaritic philosophy 
that you can get something 
for nothing.” Whew! 
Lighten up, Walter. 





33 





n A uic 


Madi le cl 


b o 
. 244 ul. 





ee el 
>? 


"E 





— ————————— — — 


—— Ma UB e —  uÓ— 





x Gp T.W 7*9 "a WUPEARLAUFML s 
Es MEA BEEN Reais ee TE 
" P » 5 f- 


Ron Unz, swimming instructor 


HIS week the Clinton administration, summoning up its 

righteous zeal, declared war upon a heinous threat to Ameri- 
can civilisation. The Education Department denounced it. The 
Justice Department threatened to file suit against it. The presi- 
dent himself, his officials said, was ready to campaign against it. 
No effort would be spared, the message went, to frustrate Califor- 
nia's Proposition 227, the ballot measure that would get rid of 
the state's bilingual education programmes. 

Itishard tosee Ron Unz, the ballot measure's mastermind, as 
particularly heinous. His sweater is baggy, turned up at the cuffs; 
he looks like a boy in his older brother's cast-offs. His watch strap 
is plastic, like the chair covers in his favourite Palo Alto restau- 
rant, where lunch for two comes 
to $11. It is not that he is broke: he 
has made millions from his soft- 
ware business. But he is an unpre- 
tentious sort. When he launched 
his ballot initiative, he decided 
not to incur the expense of hiring 
a political consultant or a public- 
relations firm. Instead, he spent 
$80 on blast-fax software, and got 
an extra 64 megabytes of com- 
puter memory. He rises at dawn, 
reads the California papers on the 
Web, and blasts off favourable ar- 
ticles to hundreds of sympathetic 
journalists. 

On the face of it, the goal of Mr 
Unz's ballot initiative is just as 
modest. It would abolish Califor- 
nia's practice of teaching immi- 
grant children mainly in their na- 
tive tongues for several years, until 
they are deemed ready to join nor- 
mal classes in English. Instead, it 
would immerse these children in 
English lessons for one year, then 
move them into regular classes. An exception is offered for older 
children, who may need longer to learn English. Parents who 
feel their children should be sheltered from the regular system 
for more than a year may apply for an extension. 

TheClinton administration claimed this week that Mr Unz's 
initiative would “stifle the ability of our non-English-speaking 
children to learn." But the truth may be closer to the opposite. 
Immersed in English, children can absorb the language within 
months. Taught only sporadically, for 30 minutes a day, they can 
sit through years of classes without mastering the language of 
their adoptive country. Many of California's Latino students, 
who make up by far the biggest share of children in bilingual 
classes, leave school unable to read or write English. 

MrUnz protests that denying Latino students the basic tools 
needed to prosper in America is the worst kind of paternalism. 
And a good many Latinos agree with him. The co-chairman of 
his campaign, Gloria Matta Tuchman, is a Mexican-American 
teacher. Its honorary chairman, and one of its most effective 
spokesmen, is California's best-known Latino teacher, Jaime 
Escalante, whose struggle to teach calculus to barrio kids in East 
Los Angeles has been celebrated in a film. Left-wing activists who 
work with immigrants have supported Mr Unz, even though his 
Silicon-Valley libertarianism would usually make them queasy. 

Mr Unz had the idea for his campaign in 1996, when immi- 








grant garment-workers in Los Angeles organised a school boy- 
cott to protest against bilingual education. Two years on, polls 
confirm that a majority of Latinos still share this frustration. Last 
year one poll suggested that 81% of Latino parents might prefer 
immersion English classes; more recently, support has dropped, 
but only to a still respectable 55-65%. 

Non-Latinos support the Unz initiative, too. Richard 
Riordan, the popular mayor of Los Angeles, has endorsed it; Pete 
Wilson, California's Republican governor, calls bilingual educa- 
tion *one of the great misfired good intentions of our time". Bi- 
lingual education not only holds Latino children back. It is ex- 
pensive (bilingual teachers get a bonus of up to $5,000 a year) 
and it is cumbersome (bilingual 
teachers are scarce, and so hiring 
standards are often compro- 
mised). A recent Los Angeles 
Times poll found that, among all 
likely voters in California, 63% fa- 
voured Proposition 227 and only 
23% opposed it. 

The mystery is why, just one 
month before the vote on June 
2nd, the Clintonites have come 
out against a measure that is both 
wise and popular. It does not take 
Sherlock Holmes to unravel this 
one. For all its general support, Mr 
Unz's initiative is disliked by the 
professional leaders of Latino 
politics; and these matter to Mr 
Clinton and his party. The chair- 
man of the Latino caucus in Con- 
gress is Xavier Becerra, who hails 
from California; he accuses Mr 
Unz of “immigrant-bashing”. The 
chairman of California's Demo- 
cratic Party is Art Torres; he de- 
scribes Mr Unz's initiative as “an- 
other attack on the Latino community”, akin to the proposition 
two years ago that curbed racial preferences, and to another one 
in 1994 that cut welfare benefits for immigrants. 

This assault on Mr Unz is scurrilous. Like most Silicon mil- 
lionaires, he is keen on immigrants. He campaigned against the 
1994 initiative that cut their benefits; and, that year, he was so 
incensed by Mr Wilson's anti-immigration views that he chal- 
lenged him quixotically in the gubernatorial primary. Mr Unz 
has gone out of his way to present his education proposition as a 
pro-immigrant idea, even including a clause that would in- 
crease spending on English tuition for adults by $50m a year. No 
matter: California's Latino politicians seem to fear that an end 
to bilingual education would erode immigrant cultural pride— 
and that this might erode their power base. 

There is a certain irony in the Clinton administration's deci- 
sion to side with Latino politicians against common sense and 
ordinary Latinos. In recent years, it is Republicans who have 
most conspicuously made the mistake of bowing to shrill inter- 
est groups—the gun lobby, the religious right—and thereby for- 
feiting the support of mainstream voters. Mr Clinton, for his 
part, has prospered by cold-shouldering the multiculturalist left 
and sticking to the centre. Perhaps the Clintonites are just 
mouthing off about opposing Mr Unz. But, if they are serious, 
they will be repeating the Republicans self-damaging error. 
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A bishop dea 


The brutal murder of one of Guatemala’s leading human-rights activists has 
reawakened Latin America’s fears and memories of a recent, brutal past 


HE weapon was a hefty concrete block. 

Ithad been slammed down on his head 
at least a dozen times. His skull, cheek- 
bones and jaw were smashed. He was far 
beyond medical help when a priest found 
him, in the small hours of the morning of 
Monday, April 27th, in the garage of his 
home. His name was Juan Jose Gerardi. An 
auxiliary bishop to the archbishop of the 
country, he had been a leading figure in the 
formation during the 1980s of the arch- 
bishopric’s human-rights office, and had 
just made public a report, “Guatemala: 
Never More”, on the country’s 36-year civil 
war. The product of a three-year study, it set 
out details of 55,021 individual cases of vio- 
lence—nearly half of them murders. It 
blamed four-fifths of the deaths of inno- 
cents in that war on the army. 

The war was largely over by early 1996, 
thanks notably to President Alvaro Arzu, 
who, newly in office, defied army hawks 
and met leaders of the left-wing rebels. A 
peace accord was signed at the end of 1996. 
It committed government and rebels to the 
reinvention of civil society, the integration 
of the ex-rebels into it and, not least, a re- 
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duction in the strength and influence of the 
army. Now the thousands of Guatemalans 
who marched, carrying candles, in the capi- 
tal on Tuesday night, and who attended an 
emotion-charged funeral on Wednesday, 
wonder whether peace was really won at 
all—and who is so eager to disturb it. 

Guatemala has plenty to put behind it. 
Perhaps 100,000 people died in its fight- 
ing; perhaps 40,000 disappeared. Hun- 
dreds of Amerindian villages were de- 
stroyed. Too often their people died with 
them—350 in one single notorious piece of 
army butchery; the former dictator, Gen- 
eral Efrain Rios Montt, knew “nothing” 
about it, he told an inquiry last year. Mass 
graves there and elsewhere have been exca- 
vated since the fighting stopped. 

Bishop Gerardi had seen the violence 
from close up, as bishop of the northern, 
largely Amerindian, province of Quiche, 
from which he fled for his life, and, for two 
years, into exile, in the early 1980s. At the 
start of 1996, he denounced the army’s 
“parallel system of power that has brought 
the justice system to its knees”. That was, in 
fact, an understatement: justice had been 





Rights wrongly 


à eene are ways and ways to speak | 
up for human rights. Some maybe | 
work better than others. | 
* In Mexico, government and opposi- 
tion this week restarted some talks, 
broken off in 1995, that could bring 
among other things, an agreement on 
the trouble in Chiapas. President Er- 
nesto Zedillo went to the state, promis- 
ing social justice and funds to secure 
it. But tireless foreign criticism of the 
government for deporting aliens—22 
since the start of February—who, it 
said, were meddling in Chiapas at last 
provoked it to hit back. | 

It had identified, it said, 4,500 for- | 
eign nationals entering the area of | 
conflict in Chiapas. They were associ- | 


| ated with 276 different organisations: 


96 non-governmental organisations; 
64 academic and social-research in- 
stitutions; | 
46 religious organisations; | 
28 "international" foundations; 
42 private bodies, unclassified. 
On top of which, 161 journalists. 

Some of these folk—about 300 of 
them, from more than 20 NGos—had 
come in with visas authorising them 
to act as human-rights observers. In fu- 
ture, said the government, let others 
kindly do what their (mainly tourist) 
visas allow them, and not more. 

* In Colombia, the basic right not to 
be murdered is freely flouted. So Hu- 
man Rights Watch wrote from Wash- 
ington to the chairmen of two big for- 
eign oil companies working there—BP 
and Occidental—recalling some nasty 
cases in their areas. It declared the 
companies morally responsible for 
abuses committed by security forces 
protecting them from guerrillas. Each, 
it urged, should secure the name and 
record of every soldier or policeman | 
on guard; insist that all be screened; 
and, on top, screen the lists itself. | 

Both chairmen wrote back, respon- | 
sively, but through plainly gritted | 
teeth. Colombia’s public forces “are 
not the contractors of BP," wrote its 
otherwise amiable chairman tartly. 
Oxy was colder: Human Rights Watch, 
it said, should “expand your activities 
to address abuses by the guerrillas.” 

Time will show if behaviour in 
Mexico and Colombia now improves. 
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on its back for decades. For many, the ques- 
tion after the bishop’s murder is whether, 
even now, it is alive enough to act. Or will 
“impunity” rule, as for so long it did? 

The church, and groups like Human 
Rights Watch-Americas, whose head, a 
good friend of the bishop, flew in at once 
from Washington, are demanding urgent 
action—“within 72 hours", said a church 
spokesman—to solve the crime. 

Yet, for all the suspicion of political 
murder, nothing is sure. Guatemala's offi- 
cer corps, though unhappy at the way the 
army was to be cut by a third under the 
peace deal, had not ferociously resisted 
that. True, an official investigation into 
past atrocities had to be told to find out 
what happened, not who exactly did it. But 
though violent crime has multiplied since 
the peace accords—to the point where 
lynching of suspected criminals last year 
became part of it—ex-rebels have not been 
hunted down by death-squads, as once 
happened in Colombia in similar circum- 
stances. Scarcely four months ago a former 
guerrilla leader expressed satisfaction with 
the progress made. 

Despite this, Bishop Gerardi’s murder 
has reawakened familiar fears, and not just 
in Guatemala. The impunity of past dirty 
warriors is a live issue in Chile and Argen- 
tina, both long since at peace. That of 
present ones is a constant threat in still war- 
torn Colombia; there too human-rights ac- 
tivists have recently been murdered. The 
corpses of the past just will not lie down. 





Canada 


Blood of battle 


OTTAWA 


HIS should have been foreign-affairs- 

triumph week for Jean Chrétien. Fresh 
from Santiago, where his country was cho- 
sen to chair the next stage of pan-American 
free-trade talks, had not Canada’s prime 
minister sped to Havana, both to lecture 
Fidel Castro on human rights and to show 
the United States how to handle him? He 
had indeed, and lecture he did (albeit with 
no success whatever, to judge from Mr Cas- 
tro’s immediate public comments). But tri- 
umph there was none. What awaited him 
at home was a sordid matter of hepatitis-c. 

Canadian politicians cannot afford to 
take risks with health. Flesh-eating bacteria 
all-but cost Quebec its present premier. 
Could a federal government be laid low by 
a disease of the liver? It could, if it had mis- 
managed the affair as Canada’s authorities 
have. Mr Castro, something of a whizz in 
public health, whatever his other failings, 
may have been amused to see his visitor 
speed off on Tuesday, after two days and 
four solid hours of talk over dinner, for a 
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quaint liberal-bourgeois function known 
as a “vote of confidence” on the issue. 

It has been no joke to Canadians. Mr 
Chrétien had chosen to make the vote that 
evening one of confidence, and even so 
had to hurry home to ensure none of his 
Liberal parliamentarians broke ranks. 

His embarrassment springs from the 
slowness of the Canadian Red Cross, years 
behind its equivalent in the United States, 
to screen blood-donors adequately. A four- 
year inquiry into Canada’s blood system 
ended last November. It concluded that 
some 1,200 people, haemophiliacs not 
least, had contracted the Arps virus from 
transfusions of tainted blood; and a far 
larger number hepatitis-c, whose victims 
come to suffer from chronic fatigue and, 
about one in five, to die of liver cancer. The 
judge heading the inquiry, Horace Krever, 
had recommended that the government 
should compensate them all. Mr Chrétien's 
team responded with an offer—C$30,000 a 
year for the rest of their shortened lives— 
only to those who had caught Arps. 

Later, after haggling with the provinces, 
which share responsibility for health, it 
came up on March 27th with more: a once- 
for-all package of C$1.1 billion ($800m) for 
the 20,000-28,000 Canadians who had 
caught hepatitis-c between 1986 (when the 
United States brought in an effective test 
and Canada should have but did not) and 
1990 (when Canada caught up). Class-ac- 
tion suits for negligence had begun in three 
provinces. Critics of the government saw 
the offer as a move to head off court judg- 
ments that could cost billions. 

Even so, it offered nothing to 60,000 
hepatitis-c victims who had received 
tainted blood before 1986. They were ex- 
tremely angry—and both articulate and 
well connected. Their groups and support- 
ers have effectively besieged the health 
minister, Allan Rock, and other Liberal MPs 
for the past month. They have held vigils 
outside Parliament, planted white crosses 
on its lawns, and paraded with red-and-yel- 





low ribbons to hear how Irish victims of 
tainted blood won full compensation. 

Mr Rock is believed to have argued in 
cabinet for compensation for all, and did 
persuade the provinces to increase their 
contribution to the package. But he stood 
firm publicly, arguing that to compensate 
the earlier victims would set a precedent 
for medical mishaps (such as brain damage 
at birth and faulty breast implants) that 
might bankrupt the health system. The four 
opposition parties in the House of Com- 
mons have combined in a running debate 
and question periods to dismiss this law- 
yer's argument, demanding money for all. 

Enough Liberal backbenchers had ex- 
pressed public sympathy for this view to 
cost Mr Chrétien his overall majority of 11 
(in a house of 301), had there been a free 
vote. But though all opposition parties 
made clear that they did not wish to bring 
the government down, he rejected a free 
vote: this was to be all or nothing. He rear- 
ranged his Cuban timings to let him get 
back for the vote and check that all his 
troops were on parade and in step. They 
were (including the chief whip, carted in 
from hospital where he was awaiting a 
heart operation) The government won 
handily, by 155 votes to 140. But this in- 
creasingly bitter affair is not over: fresh bat- 
tles are likely in provincial legislatures. 





Argentina 


Peronists at odds 


BUENOS AIRES 


HE May-day rally was to have launched 

his campaign for the presidency. But 
there was no rally, and probably there will 
be no presidency. It has been a rough six 
months for the governor of Buenos Aires 
province, Eduardo Duhalde. 

A year ago, his political ascent seemed 


Worried Duhalde 
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Promoted Ortega 


unstoppable. It began in 1989, when he 
helped Carlos Menem win power, running 
as his vice-president and delivering the cru- 
cial Buenos Aires vote. From there it was a 
logical step to the powerful governorship of 
the province and then—it seemed—the 
presidential candidacy of Mr Menem's 
Justicialist (Peronist) Party in 1999. Yet this 
week Mr Duhalde called off his rally. He felt 
it ill-timed, he said, with 120,000 Argen- 
tines driven from their homes by the floods 
ravaging northern Argentina (and, this 
week, parts of his own province). Others 
doubted he could have raised the 60,000 
needed to fill the stadium. 

The turning-point was the formation 
last year of the opposition Alliance, which 
in October's congressional elections 
trounced the slate led in his province by Mr 
Duhalde's wife. But one big reason for his 
decline has been his failure to deal with 
crime—some of it perpetrated by his own 
provincial police. Mr Duhalde has spent 
much of the past six months cleaning up 
the force, but only after years of stalling. 

Whatever the floods may have done to 
Mr Duhalde’s rally, they have offered a fine 
opportunity to Ramon “Palito” Ortega, his 
leading rival for the Justicialist candidacy. 
Mr Ortega, a former governor of Tucuman 
province, has been thrust into the limelight 
by President Menem, who recently in- 
stalled him as secretary for social develop- 
ment. With new funds, he is busy im- 
proving the government's dowdy welfare 
image, so far mainly by wading through the 
floods for the television cameras. 

Mr Ortega, once a sugar worker, then a 
pop singer famous for such lines as “Hap- 
piness, ha, ha, ha. Feeling love, ho, ho, ho,” 
was lured into politics by Mr Menem in 
1991. He is seen as the president's creature 
and, though popular with the poor, looks a 
lightweight to most other people. Though 
posters proclaiming “Ortega Presidente” 
were suddenly plastered over Buenos Aires 
on the morrow of the Duhalde camp's hu- 
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miliation in October, his new job is yet to 
improve his ratings: Graciela Romer, a poll- 
ster, says he is still running well behind Mr 
Duhalde for the Justicialist nomination. 

The Justicialists' trouble is that neither 
man looks likely to defeat either of the two 
likely opposition candidates. So why not 
run in harness, Mr Ortega has hinted? But 
that would mean a deal with Mr Menem; 
Mr Duhalde, who has been feuding with 
him for months, is less than keen. 

Cynics suggest that the real enthusiast 
for a Duhalde-Ortega ticket is Mr Menem. 
The president, they say, has already ac- 
cepted the defeat of his party in 1999. Let its 
two front-runners take a nasty blow, and 
he, though barred by the constitution from 
an immediate third term, would be nicely 
placed to retain the party leadership and 
win its nomination again in 2003. 





South Atlantic 


Bubbling up 


RILLING for oil near the Falkland Is- 
lands began this week—and a poi- 
soned chalice the oil, if it exists, may prove. 
Britain, which de facto owns the is- 
lands, and Argentina, which claims them 
and in 1982 briefly occupied them, agreed 
in 1989 that practical matters in the area 
could be handled practically, without af- 
fecting either's claim to sovereignty. Under 
this “umbrella”, in 1995 they set up a joint 
commission to handle oil issues in a prom- 
ising area south-west of the Falklands that 
straddles the median line between the is- 
lands and the Argentine mainland. Talks 
on details there are still dragging on. 

But the British see another area, north of 
the islands, as strictly their business. The is- 
lands’ government in 1996 licensed seven 
tranches to five oil groups, none of them 
(for purely commercial reasons, it says) Ar- 
gentine. Four of these are now sharing a 
drilling rig, brought from the North Sea, 
and one, Amerada Hess, an American com- 
pany, has just set it to work. 

No one expects instant riches. Even if 
oil is found, commercial development is 
unlikely unless a flow of 100,000 barrels a 
day can be foreseen. Production may be 
years away. Yet, when it comes, the money 
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could be huge. If the Falklands government 
gets half in royalties and tax, at $16 a barrel 
that output would give it nearly $300m a 
year. Its revenues today are around $50m, 
two-thirds from fishing licences. 

Some of the money would flow on to 
Britain. The islanders have offered to con- 
tribute to the cost of their own defence, and 
a British minister has just been there to dis- 
cuss the offer. Yet even if defence costs stay 
at their current $115m a year, and the Falk- 
lands government pays every penny, it 
would still be left with some $80,000 for 
each one of today's 2,300 Falklanders. 

At a price. The environmental dangers 
are not huge (nor being ignored): many 
countries have offshore fields that do little 
harm to wildlife. It is the habitat and habits 
of the species Homo falklandensis that are 
most at risk. The possible oilfields could be 
supplied from the Argentine oil-service 
port of Comodoro Rivadavia. But the obvi- 
ous base, already in use for the present rig, 
is Stanley, the islands' only town. The oil 
would be loaded for export at the fields, not 
brought ashore. But the back-up for a size- 
able oil industry would deeply scar the 
Falklands way of life. 

Enter the diplomatic difficulties. Com- 
mercial reality would see Argentina as the 
original supplier of most of the oilmen's 
needs (and possible market for their out- 
put, especially if gas is found). Not so the 
Falklanders, who—backed by a less-than- 
happy British government—still bar Argen- 
tine ships and even, with rare exceptions, 
passport-holders from their once-invaded 
shores. Would Argentine suppliers cheer- 
fully agree to be told how they could not 
send their goods? Might a future Argentine 
government decide that blackballing is a 
game that two can play? 

It could decide worse than that. Under 
President Carlos Menem, Argentina has 
sworn blind—indeed has written into its 
constitution—that it will advance its claim 
to the Falklands only by peaceful means. 
But no promise, however sincere, can be 
guaranteed for ever, let alone if billions in 
oil wealth are starting to surge. And even 
short of force, Argentina could cause end- 
less trouble; not maybe to the Falklands as 
they are, but as they would be, enriched by 
an oil industry but thereby also made hos- 
tage to its smooth, fear-free operation. 

Mr Menem is due in London in a few 
months' time. He has said he will raise the 
issue of Falklands sovereignty. Britain says 
that is not up for discussion. Both govern- 
ments will no doubt later tell their publics 
that they won their point. But this week 
Argentina's foreign ministry—however for- 
mally—repeated its objection to Britain au- 
thorising drilling "in sea areas that belong, 
by law" to Argentina. One day the “um- 
brella" is going to start leaking; and what 
comes through it, probably, will be oil. 
———————— '']Á—— ———"]Ó——5À2^2À 
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CFA charterholders know it’s 
not only a good idea - it's 
good business. 


thics 


Over 24,000 investment professionals from 63 countries have something very important in common, 
They have earned the right to use the CFA* designation — Chartered Financial Analyst. They adhere 
to a rigid code of conduct that promotes the integrity of the investment industry worldwide. And that 
makes good business sense. Because trust and high ethical standards are the foundation of an open 
marketplace — here and abroad. 


A universal symbol for high professional standards and principles, the CFA charter is sponsored by the Association 
for Investment Management and Research. AIMR also offers an array of other professional development programs 
designed to maintain high standards for CFA charterholders, their employers and their clients. 

For more information and a free brochure, call 1-804-963-6825. 


Or visit our Web site at www.aimr.org. FRAT MR 


SETTING A HIGHER STANDARD 


Emissions 


International Conference 


www.abare.gov.au 


on Greenhouse Gas Emissions Trading 


IUS 


N t Kyoto in December 1997 climate change policy negotiators from around 


the world placed greenhouse gas emissions trading firmly on the international agenda. 


The International Conference on Greenhouse Gas Emissions Trading will provide a forum 
for leading climate change policy analysts, policy makers and negotiators, environmental 


specialists and business executives to exchange views on how best to move forward. 


The conference will provide an opportunity to inform and network with key policy 
makers, negotiators and other stakeholders, particularly from the Pacific Basin 
countries, in the lead up to the fourth Conference of the Parties to the UN Framework 


convention on Climate Change in Buenos Aires in November 98. 


The conference will be held in Sydney on 21-22 May 1998. For further 


, ' : : Sponsored by 
information on the conference and how to register as a delegate, please call 
70 
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Anne Quinn on +61 2 6272 2254. The program will Mobil 
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New Congo, same old ways 


KINSHASA 


The country that was rescued from Mobutu isn’t getting the foreign help it 
needs because President Kabila’s new government won’t co-operate 


LMOST a year ago, when a rebel army 
marched into the capital of Zaire and 
overthrew the most egregious of Africa’s old 
despots, there was talk of a second indepen- 
dence: a fresh start for Congo, as it was re- 
named, which would enable it at last to ful- 
fil its vast potential. There were doubts 
about the new man, Laurent Kabila, but 
most people thought he could not be as bad 
as Zaire’s ruler, Mobutu Sese Seko. No one 
is feeling so blithe today. 

Roberto Garreton, who reports on hu- 
man rights for the United Na- 
tions (and is banned from 
Congo by the government), re- 
cently said that the country’s 
condition is worse than it was 
under Mobutu. Many of the 
government's critics have 
been locked up or forced un- 
derground, he reported; and 
the army, fighting rebels in 
eastern Congo, too often takes 
civilians as easy targets. In re- 
sponse, the government sav- 
ages the UN and its agencies. 
UNICEF, the UN children's 
fund, has been accused by Mr 
Kabila of being a “mail-box” 
for the rebels in the east. 
Would-be friendly western 
countries fare no better; Con- 
go’s government has called 
Belgium a “terrorist state”. 

These outbursts under- 
mine western goodwill to- 
wards the new government. 
Some western diplomats in Kinshasa po- 
litely put them down to “incompetence” 
and a failure to understand how the wider 
world works. Yet Mr Kabila and his closest 
colleagues are driven by a passionate resis- 
tance to anything that might strike them as 
western domination. They spent their for- 
mative years as radical nationalists. Now 
they will brook no interference in the way 
they conduct their country’s affairs. This at- 
titude too often prevents even the most sen- 
sible actions. 

The only outsiders happy with the new 
regime are the foreign mining companies, 
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which fall over each other to ingratiate 
themselves with ministers and officials. 
The lucky ones have secured leases and per- 
mits to mine a newly reopened treasure 
house. And their enthusiasm has rein- 
forced Mr Kabila’s belief that the West 
needs him more than he needs the West. If 
he hangs tough, he reckons, he can do 
things his way. Congo's mineral wealth 
may one day make it rich; but now it needs 
help from abroad, both aid and debt relief. 
That does not come without conditions. 





Go away, world 


Mr Kabila inherited a $14 billion exter- 
nal debt from the Mobutu regime. Every- 
one from the iMF to Mr Kabila wants to get 
rid of it, and no one has suggested that the 
new government can, or should, repay it in 
full. But the Mr insists that the government 
should acknowledge the size of the debt, 
make at least some repayments, and agree 
upon some new policies to stop it building 
up again. Last week the governor of the cen- 
tral bank, Jean-Claude Masangu, said that 
repayments on arrears will begin “in the 
near future”; but the government has yet to 
commit itself formally. 


Mr Kabila and his colleagues ask why 
they should do anything to please the IMF, 
and the foreign-aid donors, when—as at 
present—almost no aid is coming in. They 
point out that Mobutu got huge sums from 
the World Bank and the 1mF long after 
those organisations knew that most of the 
money was going straight into the pockets 
of corrupt senior officials. If the West is not 
prepared to recognise that, runs the argu- 
ment, why should Congo's new govern- 
ment accept western "dictates"? 

The virtual aid freeze eventually im- 
posed on Mobutu's government is still in 
force. The donors now face a dilemma. 
Pumping money into Mr Kabila's Congo 
could strengthen a still repressive and un- 
democratic government, a policy which 
western countries may find hard to justify 
to their own taxpayers. But to deprive 
Congo of aid could make its government 
worse. It might even destroy the few state 
institutions which still work. “We have 
given them nothing. We can’t 
push them any more than we 
have,” says one European 
diplomat. 

The chief programme at 
stake is a three-year develop- 
ment plan worked out by the 
government and the World 
Bank. Estimated to cost about 
$4.5 billion, it aims to repair 
the country’s infrastructure, 
rebuilding its roads and rais- 
ing industrial and farm pro- 
duction. So far there is no sign 
of the billions needed; Congo 
has received, to date, less than 
$100m. The much-heralded 
trust fund managed by the 
World Bank has only $30m in 
it. Why? The answer illustrates 
the current impasse. 

One condition for provid- 
ing more money is the govern- 
ment’s co-operation with a 
UN investigation into the 
mass killing of Rwandan Hutu refugees 
during the war against Mobutu. After 
months of dispute between the govern- 
ment and the un, the UN's secretary-gen- 
eral, Kofi Annan, withdrew the investigat- 
ing team from Kinshasa, saying its work 
was being blocked by official obstruction. 
Many Congolese retort that, since the UN 
did nothing to prevent the 1994 genocide 
of Tutsis in Rwanda, it has no right now to 
pry into the deaths of a relatively small 
number of people—some of whom were re- 
sponsible for the massacre of the Tutsis. 

The investigation’s collapse means that 
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Congo will get little help from abroad in 
the near future. Without that aid, serious 
economic growth may be years away. But it 
is on his ability to bring growth in the short 
term that Mr Kabila will be judged by most 
of the Congolese. 

His countrymen are not moved by his 
jousting with the aid donors. They would 
prefer the prospect of at least a slightly bet- 
ter standard of living; and they see little 
sign that Mr Kabila can bring it. His one 
major achievement, to slash inflation from 
triple figures to (briefly) less than 10%, was 


achieved at the cost of making most people 
even worse off. Even the usually thriving 
black market, the bulk of the economy, was 
punctured by the lack of banknotes. Last 
week the central bank’s governor an- 
nounced that a new currency, the Congo- 
lese franc, would be launched on June 30th. 
But the new money could not by itself, he 
sensibly said, bring prosperity. Mr Kabila 
needs more than new banknotes and a few 
deals with foreign mining companies to 
ensure the survival of his regime. 





Chemical weapons 


Just checking 


EN years ago, in March 1988, Iraqi 

forces bombarded the Kurdish town of 
Halabja, in northern Iraq, with shells filled 
with mustard gas and other chemicals. 
Some 5,000 people died as the chemicals 
burned into their skin, eyes and lungs. 
Thousands of survivors still suffer. Use of 
such weapons has long been illegal under 





Merging the first and third worlds 


JOHANNESBURG 


| EFORMING South Africa's health ser- 
| vice was never going to be easy. Un- 

der apartheid it managed to be at once in- 
| equitable, corrupt and inefficient. Total 
| medical spending (public and private) 
| was, at over 8% of GpP, higher than in 

most middle-income countries, but two- 
| thirds of it went to a fifth of the popula- 
tion, the whites, who argued that they de- 
served to get more because they paid 
more taxes. The white health 
service enjoyed the latest and 
most expensive technology— 
the world's first heart trans- 
plant took place in Cape 
Town—while many sick 
blacks were lucky ifthey lived 
in walking distance of a 
makeshift clinic. More black 
babies in South Africa died at 
birth or ofeasily treatable dis- 
| eases than in much poorer 
neighbouring nations, such 
as Botswana, which spent 
less on health. 

The African National 
Congress (ANC) came to 
| power in 1994 determined to 
make things fairer. It started 
| 
| 











with the basics: food and wa- 
ter. In 1994, only a fifth of 
blacks had piped water in 
their homes (compared with 99.9% of 
whites), and a quarter of black children 
under five were chronically malnour- 
ished. The ANC government has now con- 
nected over ım blacks to water mains, 
and doles out protein-rich peanut-butter 
sandwiches each day to 5m primary- 
| school children. 

The tap water is heavily subsidised: 
even the meagre fees supposedly charged 
are seldom collected, leaving the taxpayer 
with 99% of the cost. Critics say the free 

| sandwiches neglect pre-school children, 
those most at risk from undernourish- 
ment and most likely to suffer permanent 
damage. And more should be done, they 
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Country 
South Africa 
Botswana 
Malaysia 


say, to fight the intestinal worms that 
weaken so many South African children 
and absorb the protein from those 
yummy sandwiches. 

The health minister, Nkosazana 
Zuma, has made a stab at redistributing 
health spending by cutting expensive op- 
erations such as organ transplants and us- 
ing the money to provide free primary 
health care to children under five and 


Whose wealth, whose health? 


Health services’ spending’, 1987 


Health Doctors 
iture per 100,000 
% of GDP population 


8.5 59 
3.3 18 
3.0 43 


Infant mortality 
per 1,000 
live births 


*including black “independent” states 
Sources: South African Medical journal; EIU; WHO; Botswana Ministry of Health 





pregnant women. Over 500 new clinics 
have been built in poor areas. 

South Africa's doctors do not like Dr 
Zuma. She is threatening to squeeze their 
incomes through cost controls and anti- 
corruption measures and plans to send 
them by decree to understaffed rural dis- 
tricts. So reluctant are most white doctors 
to work in black areas that the govern- 
ment has hired several hundred foreign 
doctors, mainly Cubans, to fill the gaps. 

The most significant clash between 
minister and medics, however, is over 
drugs. Dr Zuma wants to promote generic 
instead of more expensive brand-named 
pills whose patent has expired and which 


Life 
expectancy 
years 


can therefore be made locally. South Afri- 
can medicines are among the most ex- 
pensive in the world, partly because cor- 
rupt doctors prescribe more expensive 
brands and take a cut. But Dr Zuma also 
plans to allow cheap “parallel imports" of | 
branded drugs from countries where pat- 
ents are weak or not rigidly enforced. This | 
upsets the rich countries where most | 
drugs are invented: Bill Clinton com- | 
plained about it during his recent visit to 
South Africa. 
Worse, Dr Zuma recently decided to 
abolish the council that monitors drug 
safety, apparently for failing 
to back Virodene, a cheap 
"miracle cure" for Arps. The | 
council's scientists refused to 


let the drug be tested on 
humans because it is highly 
toxic, and because there is no 
evidence that it does any 
good. Dr Zuma sees the coun- 
cil asa group of well-off white 
scientists trying to sabotage 
an affordable alternative to 
expensive western AIDS treat- 
ments. They think she wants 
to bring the drugs-approval 
process under her own politi- 
cal control. 

They also point out that 
Dr Zuma's policies have 
failed to stop the spread of 
AIDS, now a lethal threat to 
increasing numbers of South 
Africans. In 1993 only 3% of pregnant 
South African women tested positive for | 
HIV. Last year, the figure was 16%; in | 
KwaZulu-Natal, the province worst hit, it 
is 27%. Between 2m and 3m of the coun- 
trys 40m people are thought to be in- 
fected and most new carriers are in the 
most economically productive age-group 
of 15 to 40. Yet South Africa's A1ps-educa- 
tion programme is almost invisible. A re- 
port by a parliamentary committee, re- 
leased on April 20th, concluded that | 
government action against A1Ds has been 
almost useless. While Dr Zuma pursues a 
dubious quest for a cheap cure, preven- 
tion is being ignored. | 
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PRODUCTIVITY BREAKTHROUGH 


How America’s Most Successful 








Executives Acco 
So Little Time 


They head the nation’s biggest, fastest- 
growing companies. They’re the movers 
and shakers and policy makers. 


How does the 
"superexecutive" manage 
to do it all—and still find 

time for a personal life? 
A top productivity expert 
reveals the answer. 





WASHINGTON, D.C. (SPECIAL) — 
It's the business epidemic of the "90s: 
Too much to do, too little time. 

Downsizing and layoffs have deci- 
mated the ranks of many organiza- 
tions. Yet those who retained their jobs 
are now saddled with more responsi- 
bilities, so they're busier than ever. If 
the rapidly escalating symptoms of 
stress, fatigue and burnout are any 
indication, many of these "lucky" sur- 
vivors are killing themselves—some- 
times literally. 

Paradoxically enough, however, 
some of the world's most successful 
CEOs —just the folks you'd expect to 
suffer the most from chronic over- 
load—lead very different lives. 

Consider John C. Malone, president 
of TCI, America's largest cable TV 
company. Despite his enormous power 
and wealth, Malone works only five 
hours a day—and goes home for 
lunch, to boot. 

When wildly successful Disney 
CEO Michael Eisner makes a commit- 
ment to his children, he simply refuses 
to work late. 

And when Steven Spielberg decided 
to team up with his two high-powered 
pals, David Geffen and Jeffrey 
Katzenberg, to launch the mega-studio 
Dreamworks SKG, he agreed to the 
venture only when he was sure that the 
partnership would allow him to spend 
ample time with his family. 

All of these people have enormous 
responsibilities. Yet they somehow find 
time for leisure, family, hobbies, and 
other personal pursuits. In short, they 
enjoy life. How do they do it? 


The Productivity Coach. 


Stephanie Winston knows the 
answer. "These high achievers have 
mastered techniques that simplify their 
lives and make their work more effi- 
cient," she says. 


According to Winston, they reserve 
serious work for "prime times" when 
their energy level is at its peak. They 
multiply their time with minimum 
effort by using a strategy called 
“leveraging.” 

“Anyone can learn these same meth- 
ods,” claims Winston. “They can help 
people get more done faster, leaving 
plenty of free time for other things.” 

Stephanie Winston was perhaps the 
first professional organizer. Equipped 
with an insider's knowledge of the cor- 
porate world, she began teaching over- 
burdened business people how to make 
their work more productive and their 
lives more rewarding. Her popular 
books Getting Organized and The 
Organized Executive have together sold 
more than one million copies. 

Today, Winston is America's top 
authority on sharpening organizational 
skills, successful time management, 
and personal productivity. She's a con- 
sultant to major corporations—ranging 
from American Express to Xerox— 
who collects $1,500 a day for her 
advice. Her clients seem to love her. 


Success story. 


Take the ad agency vice-president 
who had trouble getting assignments 
done. Winston showed her how (and 
where) to block out periods of private 
time to accomplish creative work 
undisturbed. 

Not only was her problem solved, 
but shortly afterward she was named 
senior vice-president. She attributes the 
surprise promotion to the change in her 
work habits that Winston engineered. 


Expanding the day. 


Her clients are grateful for Winston's 
help. But she often heard comments 
like, "I wish I had you around all the 
time." She also thought about the many 
people who might benefit from her 
expertise, but who are not in a position 
to hire her. 

One day, she hit upon the solution: à 
monthly advisory letter. She calls it 
The Organized Executive: How to 
Accomplish More in Less Time. 

“My mission," Winston says, “is to 
help my subscribers gain the freedom 
to enjoy their success, to feel that 
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Success is worthwhile only if you have the time to enjoy it. 


they're in control of their lives, and 
fulfill all of their goals. " 

The recommendations in The 
Organized Executive, she notes, are 
practical and specific. Its simple, inge- 
nious, action-oriented solutions are 
tested and proven in the real world. 

What's the single biggest challenge 
in the workplace? Many would say 
it's interacting efficiently with others. 
So Winston gives her readers useful 
tips such as how to handle interrup- 
tions, She also deals with topics rang- 
ing from lengthy meetings to e-mail 
overload, from delegating effectively 
to telling people "no" without offend- 
ing or angering them. 

Winston has surprising news for 
those with perennially cluttered desks: 
you don't have to be neat to be orga- 
nized. She also shows how to cope with 
information overload, overcome 
workaholism, beat fatigue and stress, 
and find "hidden time" you never knew 
you had. And she reveals all of those 
time management "secrets" of top 
CEOs. 


Recapturing time. 


“I've designed The Organized 
Executive to be quick-reading,” says 
Winston, “In fact, subscribers can 
process each monthly issue cover to 
cover in just 15 minutes, That invest- 
ment will pay big dividends in new- 
found time and increased productivity. 

"My aim is to show people how to 
get more done faster, and recapture 
precious time for themselves, their 
families, leisure, and personal pur- 
suits," Winston continues. “The reader 
will be more productive, make quicker 
and better decisions, and avoid falling 
victim to the pressures that are driving 
so many people bonkers these days." 

Books and seminars can be valuable, 


but often prove to be a one-time fix. In 
contrast, The Organized Executive 
arrives every month. So it serves as a 
constant reminder, always feeding its 
subscribers new ideas and motivating 
them to upgrade their knowledge and 
capabilities. 

"Sharpening your time management 
skills makes you more promotable and 
more marketable, which is especially 
important in today's uncertain econo- 
my," Winston declares. "Your time 
becomes more valuable to yourself 
and to your employer. That can help 
make you indispensable. 

“What's more, a portfolio of produc- 
tivity skills will serve you well any- 
where. You gain self-confidence, self- 
reliance, and a new sense of power and 
control over your destiny." 


Personal counseling. 


A 12-month Charter Subscription to 
The Organized Executive is just $297. 
Compared to Winston's $1,500 daily 
consulting fee, that's not a bad deal. 
The subscription also includes a free 
Q&A service. Subscribers may con- 
tact Winston, ask her any question 
about organizing or time management, 
and receive a personal response. 

According to the publisher, the 
newsletter will help vou gain an extra 
hour each day, or he will refund the 
entire price you paid. 


To subscribe to The Organized 
Executive, call 202-337-8096 or 
800-915-0022. Or FAX your credit 
card data to 202-337-1512 or mail 
check or credit card information 
to: Georgetown Publishing House, 
Dept. WWES, 1101 30th Street, 
N.W.. Washington, DC 20007 


© 1998 Georgetown Publishing House 
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international law, though possession of 
them was not until a year ago, when the 
Chemical Weapons Convention (CWC) 
came into force, banning all development, 
production and stockpiling of them. Has it 
made a difference? 

It is too early to tell whether a universal 
ban can be made to stick. Yet the cwc’s first 
year has gone well. Altogether 168 countries 
have signed the convention, and 107 of 
them have ratified it. Ratifiers must give the 
Organisation for the Prohibition of Chemi- 
cals Weapons, the convention's overseer, 
details of any weapons they possess and of 
potentially dangerous chemicals used in 
their civilian industry. Weapons have to be 
destroyed, while industrial chemicals with 
military uses (few are entirely harmless) are 
now subject to inspection. Trade in chemi- 
cals also has to be closely monitored and in 
some cases is banned. 

Over 200 inspections have been carried 
out so far in about 25 countries: they in- 
clude Russia, one of the world’s chemical 
giants, where inspections began last 
month, and China, which had hitherto 
fiercely resisted allowing international in- 
spectors to snoop about its territory. Eight 
states thus far have declared that they either 
possess weapons (which they must destroy) 
or else have had military programmes in 
the past. Of these, Japan and Britain ended 
their weapons programmes years ago; 
France and China appear to have quietly 
destroyed their weapons before signing the 
CWC; while India and South Korea had not 
previously admitted to having such weap- 
ons. However, by far the biggest stocks to be 
destroyed are in America (33,000 tonnes) 
and Russia (40,000 tonnes). 

But the real measure of the Cwc is not 
the numbers of inspections done or muni- 
tions destroyed by countries keen to meet 
their obligations. It is whether the regime of 
checks can keep up with changing weapons 
technologies and deter would-be cheats. 
There are problems. Some states (including 
America and some prominent Europeans) 
have yet to give full details of their dual-use 
chemicals. Many countries lack the na- 
tional controls needed to help the inspec- 
tors do their job. And since governments 
are allowed to insist that information 
about their weapons or chemicals remains 
secret, they may prevent outsiders from be- 
ing able to judge whether the inspectors are 
doing even their routine work well. 

Being seen to do the job is particularly 
important when something suspicious 
turns up. That may well happen soon, since 
Pakistan, Iran and some countries in the 
Balkans that were thought to have chemi- 
cal-weapons programmes have not yet de- 
clared them. The inspectors have practised 
short-notice “challenge” checks only on 
volunteers so far. When it comes to the real 
thing, inspectors could be on site within 12 
hours but a determined quibbler could 
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keep them hanging about for days. 

Some countries remain outside the con- 
vention, including North Korea, Iraq, Syria, 
Libya and Egypt, all of which may well have 
chemical weapons. The hope is that peer 
pressure will narrow this group down to 
the hardest cases. And even they will not es- 
cape scot-free: restricting trade with non- 
signers will make it hard to buy even quite 
ordinary-sounding chemicals on the open 
market—assuming the new controls work. 





Digging 
for defeat 


BAGHDAD 


EEDS grow taller than wheat in 

Sakhriya AlGharbiya, an agricul- 
tural area half an hour's drive from Bagh- 
dad. A tidemark of salt around some wilt- 
ing cucumber plants betrays the break- 
down of the local irrigation system. 
Nearby, a decrepit tractor and an ancient 
pump stand idle, their engines cannibal- 
ised for spare parts. A strange blight has 
withered the garlic crop. Many fields lie fal- 
low, the soil too saline or the crops too 
weed-infested to bother with. 

According to the United Nations’ Food 
and Agriculture Organisation (FAO), most 
of Iraq's farms are in a similar state. The 
combination of international sanctions 
and government neglect has brought ruin 
to Mesopotamia's famously fertile fields. 
Harvests of vegetables and cereals have 
shrunk by over a third since 1990: in one 
province surveyed by the FAO, some 
300,000 hectares (1,170 square miles) of 
land have simply been abandoned because 





Strung up by sanctions 


of the collapse of the irrigation system and 
the lack of pesticides, fertilisers and ma- 
chinery. Numbers of livestock have fallen 
by 40%, partly thanks to an epidemic of 
screw worms that had spread to two-thirds 
of Iraq's provinces by the end of last year. 

Before the Gulf war, Iraq imported 
about two-thirds of its food. Since sanc- 
tions were imposed, the lack of oil revenue 
to pay for food imports (which are not 
themselves banned) has made the country 
turn instead to local agriculture. But that 
too is a victim of sanctions. They prevent 
the import of spare parts, chemicals for 
fertilisers and pesticides and all manner of 
machinery that might have some military 
purpose. Without them the Iraqis have 
proved incapable of maintaining food pro- 
duction, let alone increasing it. Even the 
smallest irrigation pumps have caused 
problems, say UN Officials. The FAO itself 
operates all the crop-dusters in Iraq, lest the 
government use them to dust its own peo- 
ple with one of the deadly toxins the UN 
says it is hiding. 

But sanctions are not Iraq's only prob- 
lem. The government, whether for lack of 
money or concern, is no longer providing 
farmers with the support it used to do. Abu 
Haidar, a farmer in Sakhriya, explains how 
the state-owned bank no longer gives subsi- 
dised loans to farmers. Handouts of high- 
yielding seeds have stopped, and the state- 
run veterinary clinic has closed. Before the 
war, he says, the government took respon- 
sibility for cleaning out the irrigation 
ditches and drains, allowing salts to be 
washed from the soil. Now he must either 
hiresomeone to do the job at a price he can- 
not afford, or watch his land go to ruin. 

Since all farming in central and south- 
ern Iraq depends on irrigation, the govern- 
ment's inaction has had a devastating ef- 
fect. Mr Haidar reckons half the land in 
Sakhriya has been abandoned be- 
cause of high salinity. FAO officials 
say it would take several years to re- 
habilitate the soil, even if sanctions 
were lifted tomorrow. 

Conscious of this, the UN Secu- 
rity Council has allowed farming 
supplies to be imported under the 
oil-for-food deal. Iraq may sell oil de- 
spite sanctions to pay for humanitar- 
ian goods. But in the government's 
eyes, the shortages faced by farmers 
come second to the public's urgent 
need for food and medicine. Just 
$94m was left over for agriculture 
under the scheme in 1997—a sum the 
FAO considers “grossly inadequate". 
The government does not, of course, 
dwell on how much it has spent on 
the 48 new "presidential sites" built 
since the end of the Gulf war (guesses 
put the cost at about $2 billion)or on 
the armed forces. 
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Fantare for the euro 


BRUSSELS 


Europe’s leaders will this weekend select the 11 countries to take part in Eu- 
rope’s single currency in 1999. Too bad about the row over the chairmanship 
of the new central bank that will supervise it 


O IT has come at last. On May 2nd and 

3rd, the European Union’s heads of gov- 
ernment, meeting in Brussels, will formally 
herald the euro's birth. The currency's gesta- 
tion since the Maastricht treaty was agreed 
to in December 1991 has been long and tor- 
tured. There have been many moments 
when the baby's delivery looked like being 
delayed; even abortion was conceivable. 
Yet it is now all but certain that, in under 
eight months, the euro will be a reality. 

What sort of currency will it be? For a 
start, it will be big. The euro will belong to 
Austria, Belgium, Finland, France, Ger- 
many, Ireland, Italy, Luxembourg, the 
Netherlands, Portugal and Spain. This lot 
accounts for 19.4% of the world’s GDP, 
against 19.6% for the United States and 7.7% 
for Japan. It is responsible for 18.6% of 
world trade, not counting internal trade, 
whereas America has 16.6% and Japan 8.2%. 
So the euro will at once become the world’s 
second currency; in time, it may challenge 
the American dollar for supremacy. 

But the more immediate question is 
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whether the euro will be strong and stable. 
Many currency traders think that, because 
the euro embraces countries with a wobbly 
currency history and a pile of public debt, it 
will therefore be soft—certainly softer than 
the p-mark. The financial markets wag a 
nervous finger, particularly at Italy and Bel- 
gium, and to a lesser extent Spain and Por- 
tugal. They have got into the club, say the 
doubters, only by shameless fudging of the 
Maastricht qualifying criteria, especially 
the treaty's limits of 3% of GDP for budget 
deficits and 60% of Gpr for public debt. 

Fudge there certainly has been—al- 
though, in truth, France and Germany are 
almost as guilty of it as the “Club Med” 
countries. Yet there has also been a genuine 
convergence, both in inflation rates and in 
public finances. Average EU inflation has 
shrunk to 1.6%; the average budget deficit, 
6.1% of GDP in 1993, fell to just 2.4% last 
year. According to the European Commis- 
sion’s figures, only France among the euro- 
11 had a deficit that was even narrowly 
above 3% in 1997. 


Debt is another matter. Only three of 
the 11 stand below the 60% ceiling. Both the 
European Monetary Institute, forerunner 
of the European Central Bank (ECB), and 
the German Bundesbank have criticised 
the high levels of public debt, notably in 
Belgium (122.2% of Gpr) and Italy (121.6%). 
Yet no country, not even the often strict 
Dutch, will vote against letting in these two 
backsliders. 

That is partly because debt is now fall- 
ing, albeit slowly. But it may also reflect a 
belated appreciation that neither deficits 
nor debts will have much bearing on the 
euro’s strength. Far more important will be 
the monetary policy pursued by the ECB. 
Expect it to be tough. Add to this a strength- 
ening economic recovery in Europe, a cur- 
rent-account surplus for the euro-11 of over 
1% of Gpp, the arrival of the euro after a long 
period of currency weakness and the likeli- 
hood of a portfolio shift of assets into the 
euro. The odds, then, seem good that, even 
with Italy and Belgium, the euro will be 
strong—and may perhaps appreciate 
against the American dollar. 

As for the new currency's stability, the 
Germans hope to reassure markets through 
their much-vaunted “stability and growth 
pact", which seeks to limit budget deficits to 
3% of cpr on pain of fines for miscreants. 
At this weekend's jamboree, the 11 are due 
to declare that the pact should be observed 
even before the euro arrives; and that all 
countries should bust their guts to repay 
their debts. Some may jib at this Teutonic 
discipline, which foolishly constrains fiscal 
policy at a moment when the loss of an in- 
dependent monetary policy argues for 
more, not less, fiscal flexibility. Yet big debt- 
ors will take comfort from the declaration's 
lack of legal force. In any case, who really 
believes that those penalty fines, if levied, 
would actually be paid? 

There remains one large fly in the oint- 
ment: how independent will the EcB be? 
On paper, it is the most independent such 
bank in the world; indeed, some reckon 
that the Maastricht treaty makes the ECB 
too powerful and by no means accountable 
enough. Even so, because of the shabby she- 
nanigans over the choice of the bank's first 
president, Europe's governments have 
managed the unlikely feat of casting seri- 
ous doubts over its independence. The big 
test, this weekend, is whether Europe's lead- 
ers can dispel such worries. 

The auguries are not good. For the past 
six months ten of the prospective euro-11— 
the group that must choose the ECB’s presi- 
dent, vice-president and executive board 
by consensus—have favoured Wim Duisen- 
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berg, the Dutchman currently presiding at 
the European Monetary Institute. But 
France's president, Jacques Chirac, has stri- 
dently refused to back away from his candi- 
date, Jean-Claude Trichet, governor of the 
Bank of France. Instead, the French have 
openly touted the possibility of finding 
some way of splitting the first eight-year 
term of the EcB president between the two 
contenders, giving Mr Duisenberg only the 
first four years. 

Not surprisingly, this tactic—which 


seems to evade both letter and spirit of the 
Maastricht formula of eight-year, non-re- 
newable terms—has dismayed both the 
markets and Europe's central bankers. The 
Bundesbank has even let it be known that it 
might reconsider its support for the euro. 
The Dutch still say that, if their man does 
not get the job for a full eight years, they will 
veto Mr Trichet. And there has been little 
enthusiasm for finding a third candidate. It 
would be hard to imagine a better way of 
blighting the euro's birth. 





The far right 


The ugly side of European politics 


The rise of neo-nationalist parties in parts of Europe is cause to gulp 


66 OAY welcome to 40m Poles", read a 

not-very-welcoming poster put up 
recently by campaigners against Den- 
mark's ratification of the Amsterdam 
treaty, which is supposed to help Poles and 
other easterners become part of the Euro- 
pean Union. Protests got the poster with- 
drawn, but the feeling behind it remains: a 
sense that Denmark is being swamped by 
foreign influences, and that the Eu is partly 
to blame. 

In France and Germany last weekend 
voters expressed the same anxiety. In Tou- 
lon, a city in southern France, the xenopho- 
bic National Front won 40% of the vote in 
the first round of a parliamentary by-elec- 
tion. In Saxony-Anhalt, eastern Germany's 
most depressed state, a far-right party won 
an unprecedented 13% of the vote in the 
states parliamentary election, double the 
pollsters’ forecasts. The National Front's 
leader, Jean-Marie Le Pen, congratulated 
his German comrades. 

Such victories commonly stir one of 
two responses. Some people panic. Others 
see no cause for alarm, saying that these 
right-wingers are too amateurish to under- 
mine democracy. Neither reaction quite 
fits the facts. True, Nazis are not about to 
march into Nuremberg again. But in some 
West European countries parties using fear 
of foreigners as a calling-card are getting 
close to power. 

In Austria, Jorg Haiders Freedom 
Movement is a strong rival to the two par- 
ties that have governed the country to- 
gether for most of the past half-century. If 
Mr Haider's party is not undone by inter- 
nal rivalry, the conservative People's Party 
and the Social Democrats may eventually 
have to choose between continuing their 
tired coalition and allowing Mr Haider 
into government. France's National Front 
already gets as many votes as each of the 
two mainstream conservative parties indi- 
vidually. In Flanders, Belgium's Dutch- 
speaking bit, the nationalist Vlaams Blok 
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routinely takes more than 12% of the vote. 
And Italy's National Alliance, which bashes 
neither foreigners nor the EU and owes its 
far-right stigma mainly to its fascist past, 
has already tasted power as part of a brief 
right-wing coalition in 1994. 

Germany's far right has never got with- 
in a mile of that. It has scored occasional 
successes in state and local elections. But it 
has not won a seat in the Bundestag, parlia- 
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ment's lower house, since 1949. One reason 
is that most Germans remain ashamed of 
their country's Hitlerite past. Another is 
that Germany's far right is divided. 

The German People's Union, which did 
so well in Saxony-Anhalt, is little more than 
the instrument of its founder, a rich Mu- 
nich publisher, Gerhard Frey. It coexists un- 
easily on the right-hand edge of German 
politics with both the Republican Party 
and the National Democrats (who got into 
seven state parliaments in the late 1960s). 
But now there may be signs of a coming to- 
gether. Franz Schönhuber, a former Waf- 
fen-ss officer who founded the Republicans 
and then abandoned them, may join up 
with the People's Union. Since he is the 


closest Germany has to a Haider or a Le Pen, 
that could give the People's Union a boost. 

If any of these parties is to win real 
power, however, two things will have to 
happen. The right-wingers will have to ac- 
quire more respectability; and the econ- 
omy will have to get much worse. 

The first condition is already being met. 
Far-right leaders are becoming adept at 
shedding or hiding their more objection- 
able views. In Italy, the National Alliance's 
Gianfranco Fini has snipped off his party's 
fascist roots by changing its name; he keeps 
a wary distance from other far-right move- 
ments, describing France's National Front 
as a "hyper-nationalist, extremist party". In 
Austria, Mr Haider no longer talks of the 
virtues of Hitler's economic plans, and de- 
scribes the Nazi era as "the black period". 

Just possibly, the same could happen in 
France if the National Front's number two, 
Bruno Mégret, an urbane ex-Gaullist with 
an American university degree and a half- 
Jewish wife, wrests leadership from the 69- 
year-old Mr Le Pen. If the National Front 
could transform itself into a party of Gaull- 
ists with "attitude", its share of the vote, 
now stuck at 15%, might soar. It may have 
already moved in that direction in its han- 
dling of the results of France's recent re- 
gional elections. When the mainstream 
conservatives in five French regions defied 
their party bosses by accepting the Front's 
support to form regional governments, the 
Front was careful to demand only moder- 
ate conditions for its co-operation. 

If these parties are getting tamer, why 
worry? Some have changed. In others, the 
tameness may be for show. A few years ago 
Austria's Mr Haider told some former ss of- 
ficers they were “decent fellows”. While Mr 
Fini's party was in government, he called 
Mussolini Italy’s greatest 20th-century 
statesman. In France, the taming has barely 
begun. The National Front wants to deport 
3m immigrants; Mr Mégret says he would 
never follow Mr Fini in abandoning the 
goal of *national preference" in hiring 
workers and doling out welfare. 

Second, these parties can often tug or- 
thodox conservatives in their direction. 
And, be it noted, many of Europe's conven- 
tional conservative parties are currently in 
disarray. Italy's conservative alliance still 
has no convincing leader. Neither, since 
last year's election debacle, has France's. 
Germany's conservatives may be about to 
lose power after 16 years in office. In Brit- 
ain, which has an almost invisible far-right 
fringe, the introduction of proportional 
representation for elections to the Euro- 
pean Parliament and, possibly, for the na- 
tional parliament could conceivably give 
extremist parties a fillip. 

There remains the economic factor. The 
euro is coming into existence just as Eu- 
rope's economies slowly emerge from re- 
cession. Two-thirds of the French reckon 
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the euro will be good for their economy, 
says a recent poll. The link between pros- 
perity and politics is much the same all 
over Europe. If the euro succeeds, Messrs Le 
Pen, Frey and Haider may find themselves 
retreating to their lairs. If it fails, watch out. 





Germany 
Dismal all round 


BONN 


c6 TQ AD—but not Weimar," claim many 

Germans in the wake ofthe election 
in Saxony-Anhalt on April 26th. True 
enough. A disturbing upheaval at the polls 
in a single eastern state of 2.7m people does 
not prove that the country is going the way 
of the shaky republic that collapsed into 
Hitlers Third Reich. But cold comfort, that. 
Five months before a general election, dis- 
gruntled—in part despairing—voters have 
produced one of the nastiest results in post- 
war German history. 

Bad enough, too, that the German Peo- 
ple's Union, known by its German initials 
DVU, pandering to racial hatred and xeno- 
phobia, came from nowhere to grab 13%— 
the biggest vote for a far-right party in Ger- 
many since Hitler. But on top of that the ex- 
communist Party of Democratic Socialism 
(pps) consolidated its already strong posi- 
tion to win 20%. So extremists will have 41 
of the 116 parliamentary seats in Magde- 
burg, the state capital. A member of the 
DVU, who happens to be the oldest deputy, 
will even have the right to give the opening 
speech at the new session's start. 

These results are still more unsettling 
than they seem at first glance. The usual 
rule in Germany has been that the bigger 
the turnout, the harder it is for fringe par- 
ties to make headway—in particular, to win 
the minimum 5% needed to enter parlia- 
ment. Not so this time. At 72%, the turnout 
was nearly 17 percentage points up on the 
last state election four years ago, but many 
of the extra voters supported the extremists. 
The ex-communists, for instance, won 
68,000 more votes than before, though 
their overall share was a shade down. 

The success of the pvu, founded and 
largely financed by Gerhard Frey, a rich 
Munich publisher, is even more striking. 
With next to no local organisation and vir- 
tually unknown candidates, the party not 
only won support from 192,000 voters; it 
was first choice for the young. Nearly a 
third of voters under 30 backed Mr Frey’s 
lot, well ahead of the 22% who plumped for 
the state's ruling Social Democrats. 

Why have the extremists found such fer- 
tile ground? Partly because after eight years 
of economic upheaval since unification, 
people deeply distrust the promises of a 
glowing future made by the chancellor, 
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Helmut Kohl, and his centre-right coalition 
in Bonn. At 23%, the unemployment rate in 
Saxony-Anhalt (once the economic heart- 
land of the communist east) is abnormally 
high; even those with jobs feel insecure. 

Moreover, after more than 50 years of 
dictatorship (first under Nazis, then under 
communists) many easterners still tend to 
be susceptible to authoritarian tub-thump- 
ers. The pvu campaign consisted almost 
entirely of mailed propaganda and plac- 
ards plastered everywhere calling for the ex- 
pulsion of "foreign bandits" and *German 
jobs for Germans first". The message hit 
home even though few non-Germans live 
in the state. 

Might the far right, buoyed by this suc- 
cess, even win Bundestag seats in the Sep- 
tember general election? Unlikely, not least 
because its various factions (of which the 
DVU is only one) never seem able to co-op- 
erate for long. But that does not mean the 
Saxony-Anhalt result can simply be dis- 
missed with a sad shrug. 

Above all, it Shows how the bonus that 
Mr Kohl used to have in the east as the 
"chancellor of unity" has now evaporated. 
This helped him win the past two general 
elections. Until 1994 his Christian Demo- 
crats governed Saxony-Anhalt, as in Bonn, 
in alliance with the Free Democrats. This 
time the Christian Democrats plunged by 
more than 12% to only 22%, and the liberals 
again failed to win any seats. A return to the 
old centre-right coalition in Magdeburg is 
not even a distant dream. 

But Reinhard Hoppner, the Social 
Democratic premier, is not beaming either. 
True, his party won 36%, a trifle more than 
before, but he lost his coalition partner, the 
Greens, who this time won even fewer votes 
than the liberals. Mr HOppner’s options? 
One is a minority government supported 
by the pps. He rather fancies that. But he is 
under strong pressure to reject it from Ger- 
hard Schróder, the Social Democratic can- 
didate for chancellor, who reckons a Mag- 
deburg deal with ex-communists would 
scupper his chances of replacing Mr Kohl. 
The other option is a "grand coalition" 
with the Christian Democrats: precious lit- 
tle enthusiasm for that on either side—but 
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it will almost certainly happen. 

A model for Bonn? Perhaps. The extrem- 
ists will not be as strong in the national 
campaign as they have been in Saxony-An- 
halt. But they are likely to squeeze the centre 
enough to make a grand coalition quite 
probable. And grand coalitions, by neuter- 
ing parliamentary opposition, tend to en- 
courage the fringes. Not Weimar, of course. 
But a dismal prospect all the same. 





Russia 


At the court 
of King Boris 


MOSCOW 


OME have greatness thrust upon them, 

but few so abruptly as the new Russian 
prime minister, 35-year-old Sergei Kiriyen- 
ko. Last week he completed his rise from 
near-total obscurity to the second office of 
state by winning a vote of confirmation in 
the Duma, the lower house of the Russian 
parliament. A year ago he was running à 
provincial oil refinery. 

The confirmation ended a five-week 
deadlock between the Duma and President 
Boris Yeltsin. The Communist-dominated 
chamber rejected Mr Kiriyenko twice and 
demanded that Mr Yeltsin should consult 
with it on the formation of a new govern- 
ment. Mr Yeltsin retorted that, if the Duma 
rejected Mr Kiriyenko a third time, he 
would exercise his constitutional right to 
dissolve it and send its members packing to 
the provinces. He added, however, that if 
the Duma accepted Mr Kiriyenko, its mem- 
bers would be rewarded with bigger dachas 
and faster cars paid for from presidential 
slush-funds. It was hard to say whether this 
approach degraded Mr Yeltsin or the 
Duma more, but it worked. The Duma 
agreed to conduct its final vote on Mr Kiri- 
yenko by secret ballot, and so spare the 
blushes of defecting deputies. The presi- 
dent’s man sailed through. 

The Russian finance ministry said this 
week that the interlude of political uncer- 
tainty cost the country at least $750m, by 
pushing up interest rates and with them 
the government's borrowing costs. The cost 
to Mr Yeltsin’s reputation has been as great. 
Ailing and irritable, he is seen as having 
brought the government down around his 
ears in a huge fit of pique, directed in part 
against Viktor Chernomyrdin, his former 
prime minister, and in part against Mr 
Chernomyrdin’s scheming patron, Boris 
Berezovsky, a tycoon. The scale of Mr Yel- 
tsin's over-reaction, coupled with his 
chronic ill-health, has redefined him as one 
of the main dangers to stability in Russia. 
Once he was seen as its prime guarantor. As 
for Mr Berezovsky, he reaffirmed his skills 
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as a political operator this week by having 
himself named executive secretary of the 
Commonwealth of Independent States, a 
club of countries once in the Soviet Union. 

Theother big casualty ofthe past month 
has been the Communist Party, humiliated 
by its failure to block Mr Kiriyenko's ap- 
pointment. The Communist leader, Gen- 
nady Zyuganov, has been deeply compro- 
mised. He did not whip all his members 
into line to vote against Mr Kiriyenko. He 
did not even try to whip into line the other 
left-wing factions that usually assure the 
Communists a majority in the Duma. He 
had his chance to force a crisis of the re- 
gime, and he flunked it. Hardline Commu- 
nists will want him to answer for that fail- 
ure. The party may well ditch him, or split 
beneath him, before the Duma elections 
due in December 1999. 

The main gainer, for the moment at 
least, has been Mr Kiriyenko himself. He 
has survived intact a marathon course of 
media interviews and parliamentary ex- 
aminations since his appointment as act- 
ing prime minister on March 23rd. He has 
shown a quick mind, a calm personality 
and a gift for saying the reasonable thing. 
His choice of friends has also reflected well 
on him. He has been taking advice on eco- 
nomic policy from Yegor Gaidar, a former 
acting prime minister and a conscience of 
Russian liberalism. He has also stayed close 
to Boris Nemtsov, a young reformer who 
brought him into government a year ago as 
a junior energy minister. Mr Kirryenko has 
returned the favour by keeping Mr Nem- 
tsov on as one of three deputy prime minis- 
ters in the new cabinet. 

The consensus is that if Russia must 
have a prime minister chosen more or less 
at random, then the outcome could have 
been far worse. As to what Mr Kiriyenko 
may actually achieve, nobody can be sure. 
His skills are untested, the economy is poor, 
the public service inefficient where it is not 
downright corrupt. The new cabinet has 
merely restored most senior ministers to 
the posts they held in the outgoing govern- 
ment, with the main exceptions of Mr Cher- 
nomyrdin and a first-deputy prime minis- 
ter, Anatoly Chubais. 

Another big gainer this week, though far 
from Moscow and the Duma, has been 
Alexander Lebed, a nationalist ex-general. 
Raw charisma carried him to third place in 
the presidential election of 1996, but he has 
been finding it hard to position himself in 
politics since. On Sunday he led the field 
handsomely in a first round of voting for 
governor of Krasnoyarsk, a vast and rich re- 
gion of Siberia. He is odds-on favourite in 
the second round, against the incumbent, 
probably on May 17th. 

Mr Lebed is held to lack political nous. 
But in Krasnoyarsk he ran a classic, old- 
fashioned, hard-working campaign. He 
stole the Communist vote. He reasserted 
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himself as a formidable contender for the 
presidency of Russia next time. He also 
ranks as one of the few men from whom 
even Mr Yeltsin could take lessons in obsti- 
nacy. If ever he reaches the Kremlin, it will 
take a Duma much tougher and brighter 
than the present one to offer any check on 
presidential power at all. 





Kosovo 
It's war 


PRISTINA 


HATEVER a divided western world 

tries to to do about Kosovo, the 
bloodshed in Serbia's rebellious southern 
province has entered a new and trickier 
phase. The special police units that cracked 
down on the ethnic Albanian majority in 
February have been backed up by a force 
with far greater firepower—the Yugoslav 
federal army. As the death toll mounts and 
Kosovo's Albanians head over the moun- 
tains to Albania proper for more guns, it is 
becoming harder to deny the obvious: an- 
other Balkan war, albeit so far at a low level, 
has begun. 

Against this murky background, the 
meeting in Rome on April 29th of the six- 
country Contact Group, which is supposed 
to be co-ordinating policy towards Kosovo, 
seemed little more than a sideshow. It hag- 
gled late into the evening over a sanctions 
package, including a freeze on Yugoslavia's 
external assets first proclaimed in March. 
Russia, the most pro-Serb of the group, re- 
mained loth to give its approval. 

Back on the ground, the paratroops of 
Yugoslavia's army (meaning, in effect, that 
of Serbia, which dominates the rump fed- 
eration that also includes little Montene- 
gro) have shown their prowess over the past 
week by killing at least 26 people described 
as "terrorists" bringing weapons from Al- 
bania. Their bodies were sent home in cof- 
fins by a police truck blaring Serbian folk 
music. The army has proudly displayed 
tons of captured weapons, most of them 
aged. Supposedly, the federal army is there 
to seal the frontier with Albania. In reality, 
the soldiers are merely fortifying nervous 
police units scattered across the province's 
rugged hinterland. It is too soon to say 
whether this will cow the Albanian 
Kosovars into submission. 

The separatist Kosovo Liberation Army 
(KLA), which seeks to expel the Serb forces, is 
still an unknown quantity. Rejecting the 
pacifism of Ibrahim Rugova, leader of the 
ethnic Albanians' main political party, the 
KLA has engaged in a hit-and-run guerrilla 
war. Its core may number some 500 fight- 
ers, who move fast and roam freely at night. 

The Yugoslav army, for its part, has little 
night-fighting ability and lacks ground ra- 


dar to protect its exposed checkpoints. 
Spring has arrived: the wooded hills and 
ravines of central Kosovo provide plenty of 
cover. Police outposts are being attacked al- 
most daily. Apart from a few elite units, the 
army is made up of gloomy, ill-paid con- 
scripts. Trained along Soviet lines, they 
have no experience of counter-insurgency 
and rely on old tanks and armoured per- 
sonnel carriers for protection. 

The immersion of the Yugoslav army in 
Kosovo will strain relations between Serbia 
and Montenegro. Slobodan Milosevic, the 
Yugoslav president, who still calls the shots 
in Serbia, is using Kosovo to rally support at 
home. But Milo Djukanovic, the reforming 
president of Montenegro who wants to get 
on with the West, has different ideas. Above 
all, he deplores the goings-on in Kosovo. Mr 
Milosevic and those of his Montenegrin 
friends who oppose Mr Djukanovic will 
therefore try to undermine him in the run- 
up to a general election due at the end of 
this month in Montenegro. 

So Mr Milosevic has his hands full. But 
this has not, so far, cheered Kosovo's ethnic 
Albanians. They despair of getting any sig- 
nificant help from abroad. They fear that 
the same sort of divisions among western 
governments that put off decisive action in 
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Bosnia's war for so long will lead to similar 
prevarication in Kosovo. "We need a com- 
bination of military threats against Serbia 
and serious diplomatic efforts," says Blerim 
Shala, a spokesman for Kosovo Albanians. 
But they have nobody with whom to nego- 
tiate. In a referendum last week, Serbia's 
voters overwhelmingly rejected foreign 
mediation. Without it, serious talks are un- 
likely to start. 

Nor is foreign intervention of a more 
decisive—read, military—kind likely soon. 
NATO is rebuffing requests from Albania 
proper to help it control its lawless north- 
ern region and porous border with Kosovo. 
At most, NATO will support or even replace 
the United Nations observers’ mission in 
neighbouring Macedonia, where a large 
and restive ethnic Albanian minority seeks 
autonomy or even secession. 
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Absorb a book's most important ideas from 
eight pages, not hundreds! 


Now you can read 
the best business books of 1998 
—in just 15 minutes each! 

Us the executive dilemma of the Nineties: 

Information overload. 

With all of your professional reading 
burdens, you probably find it impossible to 
keep up with the new business books. There 
should be a simpler way. And there is. 


A systematic solution. 


Suppose you had an assistant who screened 
and selected only the quality books for you, 
Who culled the most important ideas from each 
one, and compiled them into a neat little execu- 
live summary. So you could obtain 
a working knowledge of the book's contents— 
in a fraction of the time. 

Now you can hire that "assistant." 
Soundview Executive Book Summaries. 

Every month, you receive quick-reading, 
time-saving summaries of the best new 
business books. Each contains all the key 
points in the original book. But instead of 200 
to 500 pages. the summary is only eight pages. 
Instead of taking five or ten hours to read, it 
takes just 75 minutes! 


You'll benefit five ways. 
In 1980, shortly after the debut of Executive 


Book Summaries, The Wall Street Journal 


called it "à Draconian answer for the prose- 


burdened executive . . . to what is becoming an 
increasingly irksome management problem: 
too much to read." Here s why: 


1. Gain a competitive edge. With the breadth 
and depth of knowledge gained from books, 


it’s less likely that you'll be caught off 


guard. Count on it: Major changes in the 
economy and the business climate are 
ahead. Will vou be ready? 


2. Get ideas you can use. Discover practical 
techniques you can put to work immediately. 

3. Bolster your business confidence. You 
gain à real understanding of the key points 
of the hottest new business books. When 
a title or author comes up, you'll be 
prepared to respond intelligently. 

4. Learn more, remember more. According to 
studies published in psychology journals, 


you retain the content of a summary better 


than a book. 


5. Slash hundreds of hours off your reading 
load! How often have you cracked open 
à book with great expectations—only to find it 
à huge disappointment? We select the truly 
worthwhile titles—and discard the rest. 


How many of these outstanding 
books have you read? 


Here's just a sampling of the superb 
business titles we summarize for vou: 


e The Living Company Arie de Geus 

e The Anatomy of Persuasion Norbert Aubuchon 

e Stress for Success Loehr, Groppel, and Etcheberry 

e The Leader of the Future Hesselbein et al 

e Beyond Reengineering Michael Hammer 

e Mission Possible Blanchard and Waghorn 

e The Soul of the Firm C. William Pollard 

e Leading Change John P. Kotter 

e The Loyalty Effect Frederick F. Reichheld 

e...and many more! 

The books we summarize cover just about 

every subject vou need to know: Management 


Gain a working knowledge of the 
vs business books...rapidly and easily! 





techniques. Planning. Trends and forecasts. 
Marketing. Training and education. Quality and 
productivity. Leadership, delegation, and moti- 
vation. Effective communication. Hiring and 
firing. Negotiation. Entrepreneurship. Inter- 
national business. Guidance on your career, 
achievement, and personal growth, And more. 

These are the important books. They give 
you a broader perspective and a deeper level 
of insight. And the ideas and solutions they 
contain can pay big dividends for you. 


Special introductory offer... 
plus two free bonuses! 


One year of Executive Book Summaries is only 
US$139. To buy the 30 books we'll summarize 
would cost you S800 plus shipping. And would 
you have the time to read even half of them? 

Subscribe now and we'll extend vour intro- 
ductory subscription an extra two months 
FREE. That's 14 months for the price of 12. 
You'll also receive Skills for Success, packed 
with the best ideas from past Summaries. 

If at any time you are not 100% pleased, let us 
know and we'll send vou a prompt and full refund of 
the entire purchase price. 

The 30 best business books of the year. 
Reading time: 15 minutes each. Tens of 
thousands of executives, in 136 countries, have 
discovered this unique system for keeping 
informed and ahead. Nothing else even comes 
close. Please respond today. 


How to begin: 


> COMPLETE THE COUPON and mail to: 
Soundview Executive Book Summaries, 
3 Pond Lane, Dept. SECOS5S, 
Middlebury, VT 05753-1164 USA 

> CALL 802-388-8910 
24 Hours a Day 

> FAX your credit card order to: 
802-388-8939 

> ORDER via the Internet: 
http://www.summary.com (World Wide Web) 
OR e-mail: sales@summary.com 
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! Introductory Offer “7 
send me Executive Title 

| J YES Book Summaries... 
for 14 months at only US$139 

| (USS95 in Mexico). Price Address 
includes Airmail delivery. Also 

| rush my FREE copy of Skills — City 

| for Success. | may cancel at — zin/Postal Code 

any time and receive a full ~ 
refund of the entire purchase Phone 

| price. Whatever my decision, 

| everything | receive is mine to 

| keep. Card No 

Soundview 
| EXECUTIVE BOOK SUMMARIES Signature 
I 


3 Pond Lane, Dept. SEC058 
Middlebury, VT 05753-1164 USA 


Check enclosed, or, charge my: Visa MasterCard AmEx Diners Club 


U.S funds must be drawn on a U.S. bank. Call or fax for other accepted currencies. 


State/Prov 


Country 


Fax 


Exp. date 
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. REPUBLIC OF CAMEROUN 
. PEACE- WORK-FATHERLAND 







/.—. MINISTRY OF ECONOMY AND FINANCE 


TECHNICAL COMMISSION 
FOR PRIVATISATION AND LIQUIDATION 


TENDER FOR THE PRIVATISATION OF 
THE PUBLIC WATER SERVICES COMPANY 
(SNEC) 































INVITATION FOR PRE-QUALIFICATION 


|. L The Government of the Republic of Cameroun 
|. is proceeding. by an international tender to the 
selection of a. private operator who can take over 
the majority of the ownership of the public water 
Services company Société Nationale des Eaux du 
$ Cameroun (SNEC). 


l 3. Société Nationale des Eaux du Cameroun 
(SNEC) is an incorporated company operating 
- under commercial laws. Up to 94% of its nominal 
-capital of 6.5 billion francs CFA (or 65 million 
French francs) is held by the Republic of 
. Cameroun. The water services are provided by 
. SNEC to hundreds of towns and cities of various 
- sizes with Yaounde and Douala as the two largest 
- cities, The total population of the areas under the 
responsibility y of the company is estimated at more 
than 5 million people. At the end of the financial 
year 1996/97, the number of customers was 
-- around 150 000; production was 76 million cubic 
© meters, with a sales volume of 42 million cubic 
. meters and a turnover of 16 billion francs CFA (or 
160 million French francs). 





|: internationally-known operator who has the 
technical skills and the financial capability to take 


: Pre-qualified firms will be invited to discuss with 
the Administration the conditions of the 
concession and draft tender documents, as well as 
to visit the installations. | 

This announcement invites interested firms to 





: ET The oos of Cameroun is seeking an 


| a over the control of the company and carry out the a 
potable water services in the fields of production, — 
transportation, distribution and commercialization. | 


. present their references in order to be qualified to | 
participate in the bidding. A memorandum giving a 
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4. The candidate, or the g group o1 
must meet the following c 
exercised the above functions 
period of three years during the le 
one or several potable water syst 
of at least oe hundred tho 


ra das belongs 
ha 





7 In the case ofa conso m 
members of ihe consortiut ; 





üseful for rilfustaling the on s qualifications 
for this work. . 


RNC AME ICEA- ACE acting | " 
Advisor for the operation. DARESI 


7. Application and documents: y shi 
each of the following: addresses, à 
17:00 local time, the 15th June 1998: 





The President of the Techi ical i Commision oe 
for Privatisation and. Liquidation M ee 
SNI Building (9th floor) | 

Yaounde, Republic of Cameroun ` 
Phone: (237) 23 97 50 or 23 51 08 
Fax (237) 235108 


(documents to be sent in 1 four copies) 


The General ADAM. ^. 

13, rue du Quatre Septembre C EE 
75002 Paris, France 

Phone: 3314261 20 10 


. Fax: 33142612495 | 
Internet: 100542. 775@compuserve. com | 


(documents to be sent in one copy) | 


The Memor andum of onako aid. additional? ; 
information can be obtained. from the above Fe 
addresses. J 


The Minister of State i in charge of PAN 
. and Finance | m 
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The Netherlands 


And the winner is. 


AMSTERDAM 


.. cosy consensus 


The Dutch election is issue-free—because most Dutch like what they've got 


T HE general election in the Netherlands 
on May 6th promises to be the most 
mild-mannered—don't let's call it dull— 
parliamentary contest in Europe this de- 
cade. The two main opponents, the oh-so- 
responsibly left-of-centre Labour Party, led 
by the prime minister, Wim Kok, and the 
gently free-market Liberals, led by the (in 
Dutch terms) fearfully adversarial Frits Bol- 
kestein, have actually been getting along 
embarrassingly well as a ruling “purple” 
partnership for the past four years. To make 
matters even friendlier, most of Mr Bolke- 
stein's party supporters would apparently 
prefer Mr Kok to go on running the show. 

Even more odd—and strikingly unbell- 
igerent—is the behaviour of the country's 
third-biggest party, Christian Democratic 
Appeal, which ran the Netherlands in one 
guise or another without interruption (save 
for a war-time blip) from 1917 until four 
years ago. It is the main opposition to the 
ruling Lib-Lab alliance but, if you go by 
opinion polls, most Christian Democrats 
do not want their party to win. They feel it is 
“not ready” to return to office. Its newish 
leader, Jaap De Hoop Scheffer, can hardly 
be expected to agree. But with this trio of big 
parties all pretty well at one on most things 
that matter, it is hard to find a burning is- 
sue for the Dutch to get angry about. The 
Christian Democrats bemoan a fading of 
“family values”, and inveigh against eu- 
thanasia. But in Dutch politics, ideology 
seems to be nearly dead. 

One possible casualty of this over- 
powering consensus is the ruling coali- 
tion's most junior partner, known as D-66, 
a clutch of amiable libertarians, who han- 
ker vaguely after more direct democracy 
and once talked of a “third way" between 
stunting socialism and flint-faced capital- 
ism. The trouble is that the parties of Messrs 
Kok and Bolkestein seem to have found 
that third way. No more room, perhaps, for 
D-66 as an electoral force, though it might 
just hang on, with fewer ministries, in the 
ruling purple patchwork. Meanwhile, the 
bouncy Green Left and a gritty little Social- 
ist Party, both keen to tax and spend, may 
gain ground on Labour's left flank. 

Still, the Dutch system of pure propor- 
tional representation means that various 
new coalitions could, mathematically 
speaking, take shape after the election. Any 
of the big three parties might join in, 
though the Christian Democrats will not 
play with p-66, nor—probably—the Liber- 
als with the Green Left. But much the same 
team that has run the country pretty well 
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since 1994 is likely to resume power. 

Can there be no surprises? And is the 
country really doing so well? 

Mr Bolkestein is always a bit of a wild 
card. Though leader of the Liberals, he has 
chosen to stay out of government, carping 
occasionally from the sidelines. Latest 
opinion polls put Labour a shade ahead of 
the Liberals, suggesting that each may get 
about quarter of the vote while the Chris- 
tian Democrats flag. But it is conceivable 
that the Liberals might yet win. Mr Bolke- 
stein would then certainly want the top job, 
and Queen Beatrix would be more or less 
obliged to let him have first shot at trying to 
form a (coalition) government. 

Most Dutch politicians across the 
board think Mr Bolkestein too “Anglo- 
Saxon"—too argumentative, too nationalis- 
tic, not keen enough on “Europe” and the 
euro—to be suited to coalition-leading and 
compromise-broking. His detractors say 
his readiness to tackle such taboo topics as 
illegal immigration and race might hurt so- 
cial harmony. Still, he is tough, clever and 
would certainly prevent the Netherlands 
from lapsing into complacency. 

As for the country’s seeming prosperity, 
the Dutch do have a lot to smile about. In 
four years, the public-sector deficit has 
fallen from 4% to 1.5%. The economy is 
growing at around 3.5% a year. Inflation is 
about 2%. Unemployment is 5.5%, with 
some 500,000 new jobs created since the 
coalition came in. Strikes are rare. Employ- 
ers, trade unions and government co-oper- 
ate closely.German politicians, such as Ger- 
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hard Schröder, the Social Democrats’ 
candidate for the chancellorship, have 
come over to discuss this “Dutch miracle” 
of growth-cum-"social cohesion”. 

Since 1994, the government has 
steadily been freeing the economy—break- 
ing up professional cartels (from undertak- 
ers to chemists), extending shopping hours, 
allowing competition in pay rates across 
various industries, privatising (wholly or in 
part)a host of state companies and utilities, 
and slowly whittling down the country's ex- 
ceptionally lavish welfare while tightening 
the terms on which it can be claimed. It 
plans to lower tax on income—and shift the 
burden to consumption. 

The big Dutch blot, however, is a vast 
army of underemployed—people in part- 
time work, others who have retired early, 
those on sick and disability pay, a third of 
whom cite “stress” as their ailment. Dutch 
women still make up one of the smallest 
proportions of a European labour-force. 
Nearly a quarter of Dutch under 65 (the offi- 
cial pension age) are inactive. This, at à 
glance, mocks those admirably low unem- 
ployment figures. Come the next recession, 
it is questionable whether even the Nether- 
lands' highly efficient private sector can 
sustain so huge a chunk of people on wel- 
fare. The rate of early retirement is particu- 
larly high. 

But it would be wrong to say that Dutch 
unemployment is really much the same as 
others' in Europe. True, the new govern- 
ment, however composed, will have to find 
ways to cut its welfare bill—or raise taxes. 
Perhaps more people should work. But 
most of the retired, the part-time workers 
and the bogus ill do not wish to work and, 
to date, the Calvinistic majority has been 
prepared to carry them. It is the price most 
seem willing to pay for the exceptional 
Dutch mixture of wealth and cushions for 
the weak, the poor—and even the lazy. 


The Dutch model's vital statistics 


Part-time workers 
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| ample of the genre. For one thing, he 


Hans van Mierlo, sighing Dutchman 


I" CENTURIES past the Dutch occasionally cheeked the Brit- 
ish navy and in living memory they ran a global empire em- 
bracing today's fourth most populous country (Indonesia). To- 
day they do not seem to count for much abroad. Yet they still 
count for more than most people think. And, if they are clever, 
they could yet count for quite a lot more. 

The Dutch remain a great trading nation (the world's seventh 
biggest)and a mighty hub oftransport (Germany's main gateway 
to the ocean). They have a global history. They cherish a knowl- 
edge of abroad far disproportionate to their modest population 
of 15.6m. Above all, when they act with guile, they should still be 
able to serve as the European Union’s pivot, helping to tip the 
outfit’s future—economic and political—one way or another. 
With Ev voting weight tilted in fa- | 
vour of small countries, and with the 
Benelux trio often acting as a block 
under the Netherlands’ guidance, 
the Dutch frequently catch the Eu’s 
mood. In their quiet way, they can in- 
fluence the agenda. 

They tend not to be fooled by 
grandiloquence. They are better 
placed than most to nudge the 
French-German axis this way or that, 
while long-standing ties of friend- 
ship both with Britain and the 
United States give their foreign pol- 
icy an outward-looking slant that 
other EU countries lack. It is fitting, 
perhaps, that the Union's last two big 
treaties were agreed on when the 
Dutch held the six-month presi- 
dency—in Maastricht, in 1991, and in 
Amsterdam, last year. Self-deprecat- 
ing though they are, the Dutch can 
still be versatile and cunning abroad. 

Hans van Mierlo, their foreign 
minister, certainly thinks so, though 
he is not perhaps himself a happy ex- 
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is probably about to lose his job: his Wj n J 
small centre party, known as D-66, 

could well be squeezed out of the ruling coalition after next 
week's general election—because its two main partners, the left- 
of-centre Labour Party and the free-market Liberals, have con- 
verged so eagerly on the middle ground. 

For another thing, as administrator and policymaker, Mr 
Van Mierlo, a big, stooping fellow with sad, baggily expressive 
eyes, has left much to be desired. He is a bit of a bumbler. He is 
bad at delegating. He tends to ramble. He overworks. He was 
sharper in opposition than in office. It was indeed something of 
a relief that, under his aegis, last summers Amsterdam treaty 
was signed at all. But he likes to think. Being an ex-journalist (and 
a particular fan of Aldous Huxley and Albert Camus), he enjoys 
pondering aloud on humanity’s future condition. 

Mr Van Mierlo is no stranger to the brave new world of Euro- 
pean political integration, much vaunted at Maastricht in 1991. 
But his unifying zeal, like many of his countrymen's, has given 
way to a more pragmatic, less crusading approach to closer 
union. Most of the Dutch, like the Germans, now see expansion 
to the east, not political union, as Europe's next big challenge. 
Besides, with the single currency at hand, creeping political 
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union is likely anyway. “EMU will force institutional changes,” 
says Mr Van Mierlo approvingly. “It is unthinkable without 
more political collaboration or even integration. Hard to see 
how it can work without it.” But enlargement, not federation, is 
the new target. It is a “historical imperative"—whether or not 
Europe's institutions are changed first. 

In most of the big arguments, the Dutch tend to the German 
view. All the same, Mr Van Mierlo likes the notion of the Dutch 
as Europe’s policy pivot. The Dutch should also do their bit to 
bring Britain, their close trading partner and (as they see it) fel- 
low pragmatist, back into power-and-policy influence. But, be- | 
traying small-country twitchiness, Mr Van Mierlo also deplores 
the tendency of Europe’s big four—Germany, France, Britain 
and Italy—to create foreign-policy 
cabals, such as the current Contact 
Group (which also includes America 
and Russia) on Yugoslavia. Much 
better, he feels, for a truly European 
foreign policy to take root. It would 
be “logical” if the Eu could win a seat 
as a permanent member of the UN’s 
Security Council. 

Like most Dutchmen, while sigh- 
ing at British aloofness from a grand 
European vision (but Britain will 
“sooner or later” adopt the euro), he 
reserves special opprobrium for 
French nationalism. He feels cheated 
by French efforts to stop his country- 
man Wim Duisenberg from heading 
LY Europe’s new central bank. But he 
M does not say so openly. Like most of 
his compatriots, he is steeped in con- 
sensus and compromise, especially 
on matters European. 

Some Dutch, however, led by 

VAN Frits Bolkestein, the Liberals’ abra- 
| \ sive leader, think the Netherlands 

SER has played the accommodating, self- 
M effacing, mealy-mouthed goody- 


goody for too long, and to too little 

effect. They fear, in the popular id- 
iom, “becoming like Denmark”: that is, being occasionally an- 
noying, but too much ofa squit to matter. So Mr Bolkestein has 
publicly rubbished the French about their attitude to Mr Duis- 
enberg—to the embarrassed tut-tuts of most of the Dutch elite. 
And Gerrit Zalm, the Liberals’ finance minister, has rudely 
doubted Italy’s qualifications for joining the euro club. 

Not Mr Van Mierlo, though. Nationalist-sounding bluntness 
is not for him. He shrugs off fears that Dutch national identity is 
fading under a European shroud. So what if it is? “What the hell 
are we losing?” A Europe of regions, he implies, may gradually 
replace that of nation-states—and the Netherlands, happily, is 
already as much part of a region as it is a state. “The concept of 
the state, which isn’t that old—200 years or so—is being eroded,” 
he notes breezily. There is “already a blur between Belgium and 
the Netherlands”, with “Belgian reality more and more Walloon 
or Flemish”. The Dutch language will survive, but in other re- 
spects "I'm not at all afraid of losing our identity,” which, in any 
case, is not something static but “dynamic”. Not so dynamic, 
perhaps he should add, that it loses its ability to act occasionally 
as one of Europe's more useful independent agents. 


|| elu 
t "Hill 

^ 

M 

\ 


| 
NUM 
Y 


| 





THE ECONOMIST MAY 2ND 1998 


ONLY ONE AIRLINE 
IS BIG ENOUGH TO FLY 
THE MAPLE LEAF. 


When you're flying to Canada, look for the Maple Leaf and you'll know you're flying on the only airline big 
enough to fly the true symbol of Canada. Canada's No.1 airline. Air Canada. 
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We're climbing to new heights of 


Additives Every day we transform products and Ciba Specialty Chemicals has developed 


substances into thousands of applications — to anticipate and meet customers’ 
Consumer Care 


worldwide. Now we've transformed changing needs, now and into the next 
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Our new company is flexible, agile innovation wherever you see the sign 
and quick to react, We will constantly of the butterfly. For more information 
deliver the brightest solutions to every on the company that’s transforming 
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Before. long trip, 
ifs always smart to choose Mobil. 


On its ten-year, billion-mile mission, the Inter- 
national Space Station will not make pit stops and 
its air system can never break down. So the grease for its fans 
and motors is not just a detail. It had to pass nearly as many 
tests as the astronauts and in the end a Mobil synthetic 
grease was the winner. What’s exciting is that we did not 


create this grease for outer space. You can buy the same 


material (Mobilith SHC* 220) for your bicycle, bus or paper 
mill. Which, to us, shows the value of how we do research, 
trying to make things better than necessary. No one asked 
us to develop synthetic lubricants, but we did—that is how 
real innovation works. You aim to exceed present-day expec- 
tations so that when the future arrives, you're already there. 


To learn more, visit us on the Internet at www.mobil.com. 
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Who wants the euro, and why 


So you want to understand Britain’s debate over whether to join the single 


Euro 
Britain swaps the pound for the euro 


HEN 11 European countries take a 

formal decision to unify their cur- 
rencies this weekend, Britain’s debate over 
whether and when to join the euro club 
will intensify. As ever, the arguments will 
centre on the political and economic im- 
plications. But behind the arguments pre- 
sented for public consumption, unarticu- 
lated interests are at work. Here is a brief 
guide to who is for and against Britain join- 
ing the euro—and why. 
* The Foreign Office: British diplomats 
have two deeply ingrained instincts, both 
of which make them avid for euro member- 
ship. The first is to hang on to British mem- 
bership of any vaguely prestigious interna- 
tional club, such as the G-7 or the UN 
Security Council—this is known as “having 
a seat at the top table” (the question of what 
is for dinner seems to be entirely beside the 
point). The second instinct is to avoid rows 
or “diplomatic incidents”. As a result the 
Foreign Office has always been uncomfort- 
able with anything that isolates Britain in 
Europe. One senior mandarin laments that 
when the single currency gets under way, 
"well be shut outside with our noses 
pressed to the glass”. 
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currency? Ask yourself who will gain power and who will lose it, if 


e The Bank of England: Eddie George, the 
governor of the bank, has been making 
speeches questioning the wisdom of pro- 
ceeding with the euro for a couple of years. 
He has raised serious economic points. But 
one cannot help wondering whether Mr 
George’s views are coloured by a disinclina- 
tion to see the Bank of England relegated to 
the status of a branch office of the European 
central bank. This would be all the more 
galling for Mr George since his job has re- 
cently become a lot more interesting, fol- 
lowing the government's decision to hand 
the Bank control of interest rates. 

è The Treasury: For the Treasury, joining 
the euro would pose no direct threat to jeal- 
ously-éuarded powers. While the Bank 
would lose the power to set interest rates, 
the Treasury would not lose the power to 
set or collect taxes—at least not immedi- 
ately. As a result the senior ministry in 
Whitehall seems to be fairly neutral about 
euro membership; Gordon Brown, its cur- 
rent boss, is thought to be in favour—al- 
though his motives remain obscure. 

e The unions: The days when Britain's 
trade unions saw the European Union as a 
capitalist plot are long gone. After the 
Thatcherite assault on the unions, the la- 
bour movement looked longingly to "so- 
cial Europe" as a means of regaining lost 
powers. And indeed the Blair government's 
decision to sign Europe's social chapter was 
an important gain for the unions. Some 
British unions are beginning to suspect 
that European style works-councils might 
undercut their traditional role. But for the 
moment the unions remain firmly pro-Eu- 
rope and pro-euro. 

* Big business: You might suspect that any- 
thing the unions favoured, big business 
would oppose. Not so. The Confederation 
of British Industry (CBi), the largest group- 
ing of bosses, is basically in favour of Brit- 
ain signing up to the euro. Rather than try- 
ing to accumulate power, like the unions, 
CBI members are accommodating them- 
selves to where power already lies. Accord- 
ing to the Department of Trade and Indus- 
try, some 70% of legislation affecting British 





business now emanates from Brussels. The 
CBI fears anything that might isolate Brit- 
ain in Europe. But in what some saw as a 
late attempt to hedge his bets, Adair Turner, 
the head of the csi, recently made a speech 
pointing to the risks entailed in the euro. 
Too late, Mr Turner. We know you're in fa- 
vour—and if it all goes horribly wrong, 
we're blaming you. 

e The City: Helmut Kohl, Germany's chan- 
cellor, is thought to believe that Britain will 
ultimately join the euro because the City is 
in favour and the government will do what 
high finance tells it to do. Leave aside the 
vulgar Marxism implicit in this view—the 
chancellor’s analysis of City sentiment may 
not even be right. For every voice expressing 
anxiety about the City's position if Britain 
stays out of the euro, there is another ex- 
pressing supreme confidence that all will 
be well. That is partly because the City al- 
ready does a huge amount of business that 
has nothing to do with sterling. For exam- 
ple, most of the more than $400 billion 
that changes hands daily on the London 
foreign-exchange markets is either dollar, 
yen or Deutschemark business. 

e The Celtic fringe: Some of the most ar- 
dent pro-Europeans are to be found in the 
ranks of Scottish nationalists. The existence 
of the European Union allows the Nats to 
argue that an independent Scotland will 
not become a hopelessly isolated northern 
outpost. Instead they imagine a thriving 
statelet within a larger Europe. According 
to this view, devolution and eventual inde- 
pendence for Scotland are of a piece with 
the creation of a federal Europe. 

e The English establishment: Scottish na- 
tionalists favour Eurofederalism because it 
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disperses power from London; many mem- 
bers of the English establishment, particu- 
larly on the right of the Tory party, fear it for 
exactly the same reason. At present ifa chap 
goes to the right schools and universities, 
and passes the right exams, he has a good 
shot at getting an interesting and well-re- 
warded job pulling on the levers of power 
in Britain. It is disconcerting to realise that, 
as power drifts to Brussels, the levers do not 
exert as much force as they once did. And 
when you are certain that you know your 
way around the nooks and crannies of the 
British establishment, how tireseome to 
have to learn a new and complicated game 
in Brussels. 

* Rupert Murdoch: The opposition of Ru- 
pert Murdoch to the euro is arguably the 
single most important fact in Britain's de- 
bate. The Blair government has a deep fear 
of the country's best-selling paper—the ra- 
bidly anti-euro and Murdoch-owned Sun. 
But what has Mr Murdoch got against the 
euro? Brussels-bashing has always made 
good copy for his papers. But, more seri- 
ously, the coming of the euro is part of a 
process involving the centralisation of eco- 
nomic power and decision-making in pan- 
European bodies. And if you were a media 





magnate with global interests, would you 
want to see the rise of an increasingly pow- 
erful pan-European regulator, with un- 
congenial ideas about "local content" re- 
quirement and cross-media ownership? 
On the other hand, Mr Murdoch's op- 


position to the euro may not be immutable. 
European regulators already have the abil- 
ity to do Mr Murdoch's business interests 
serious damage, and are holding back his 
plans for Sky Tv in Europe. If Mr Murdoch 
believed that changing his line on the euro 
would help him with the regulators he 
might swiftly become more accommodat- 
ing. After all, he is famously eager to get on 
with the Chinese Communist Party. 

* Tony Blair: The prime minister knows 
that the issue of Europe helped to hand him 
power—and may also help to take it away 
from him. It was the prospect of euro mem- 
bership which split the Tories and created 
the conditions for Labour victory. On the 
other hand, Mr Blair knows that the polls 
show that a large majority of Britons still 
oppose joining the euro—and that this is 
the one issue on which the Tories are more 
in tune with the public than Labour. 

It would also be galling to put all that 
effort into becoming prime minister only 
to hand over some of the most interesting 
bits of the job to Brussels. Still, like many an 
ambitious 40-something, Mr Blair is prob- 
ably already wondering what his next job is 
going to be. "President of the United States 
of Europe" has a nice ring to it. 





Ideology 


Beyond left and right 


As part of our researches into Tony Blair's **third way", we sent somebody to 
attend a seminar of New Labour intellectuals. Here is the memo he circulated 


on his return 


MTS will recall from your schooldays Ar- 
istophanes’ play, "The Poet and the 
Women". The hero, disguised in drag, 
gatecrashes an all-female festival, only to be 
exposed and ridiculed when the suspicious 
women strip him of his clothes. I felt a simi- 
lar discomfort after being identified at the 
Demos seminar as a one-time employee of 
the last Conservative government. 

The purpose of the seminar was not re- 
vealed until we arrived. The government 
had decided that the third way was impor- 
tant, we were told, but ministers didn't 
know what it meant. So they were keen to 
encourage seminars like this one to help 
them find out. 

Anthony Giddens, director of the Lon- 
don School of Economics, was the main 
speaker. He said that the third way was an 
attempt to go beyond (not, he stressed, be- 
tween) the neo-liberalism of the old right 
and the social democracy of the old left. He 
suggested seven different dimensions 
along which this could be tested: 

1) Politics: The old left and right were based 
on class. But class was no longer a driving 
force in politics. So the third way had to be 
based on new coalitions, which could not 
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easily be categorised as either right or left. 
2) State and government: The old left 
sought to maximise the role of the state, the 
old right to minimise it. The third way 
should seek instead to restructure govern- 
ment, at all levels. It should promote sub- 
sidiarity and address the “democratic defi- 
cit". Measures included constitutional 
reform, greater transparency, and more lo- 
cal democracy. 

3) Civil society: The old left was suspicious 
of civil society, as it reduced the role of the 
state; the old right thought 
civil society would only 
flourish if the state got off 
its back. The third way val- 
ues civil society, but sees 
the state as having a valid 
role in promoting it. 

4) The nation: The old left 
distrusted the idea of the 
nation; the old right 
equated nationalism with 
jingoism. The third way en- 
dorses a “cosmopolitan 
nation”, which recognises 
that nations are still im- 
portant, but also appreci- 
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Giddens us in a spin 


ates the complexity of the modern nation 
and the distinction between the nation 
and the state, embracing “fuzzy national- 
ism” and “multiple sovereignty”. 
5) The economy: The old left supported a 
mixed economy to humanise capitalism; 
the old right exalted the market. The third 
way favours a “new mixed economy”, 
where the emphasis is not on ownership 
but on competition and regulation. 
6) The welfare state: The old left welcomed 
the welfare state as the main vehicle of re- 
distribution; the old right demonised it. 
The third way aims to reform the welfare 
state into the “social investment state”, 
which shifts the emphasis away from 
spending money on benefits and towards 
“investment in human capital”. Whereas 
Beveridge envisaged the welfare state as an 
attack on five negative giants, the social in- 
vestment state should have positive aims 
such as the reduction of 
environmental toxicity. 
7)The global order: The old 
left had no global theory, 
simply a proletarian inter- 
nationalism; the old right's 
approach to international 
relations was based on the 
need to fight wars. The 
third way recognises that 
we no longer live in a bi- 
polar world and realises 
that states no longer face 
enemies, only dangers. 
After this presentation, 
the chairman kicked off a 
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Rural daze 


SPENNYMOOR, DURHAM 


HEN the government unveiled its 
new strategy for dealing with drugs 
| on April 27th most television reports fea- 
| tured the usual footage of grim urban 

housing estates and cavernous night 

clubs. Few people associate drugs with 
| neat, well-maintained, rural towns like 
| Spennymoor, in County Durham, which 
has a population of just 19,000 and lies 
| 





only a few miles from Tony Blair’s constit- 
uency home. But there, as in the rest of ru- 
ral Britain, the authorities are 
struggling to cope with growing 
drug abuse and addiction. 
This rural drugs problem is 
not just a matter of people puff- 
ing on cannabis reefers, though 
Durham police last year uncov- 
ered what they reckoned was 
Britain's biggest cannabis farm 
with about 2,500 plants, hand- 
ily sited (for quick distribution) 
close to the A1 motorway. 
Harder drugs, such as her- 
oin, are also becoming more 
commonplace. In 1996, Dur- 
ham police reported that the 
number of heroin users in 
Spennymoor jumped from 20 
to 70 in six months. The town is 
neither particularly depressed 
nor unique; the same and even 
worse tales of drug use can be found in 
| nearly every small British town and vil- 

lage. In other parts of rural Durham, an- 
| aesthetic drugs have been stolen from vet- 

erinary surgeries for mixing with alcohol; 
and there have also been cases of people 
| directly injecting sherry or whisky into 

their veins. "Every community of 500 or 
| more will have a drugs issue,” says John 
| Watts, an acting inspector with Durham's 
| drugs squad. 

The government hopes that its 10-year 
anti-drugs strategy will do something 
about this dismal situation. Devised by 


Or would you prefer a shot of sherry? i 


Keith Hellawell, a former chief constable, 
its most innovative proposal is that five- 
year-olds should be taught about the dan- 
gers of drugs. Most parents are likely to 
view this idea with horror. The evidence 
is that half of all children in their mid- 
teens will know how to get drugs, and will 
be on the brink of experimenting. John 
Balding, director of the schools health 
education unit at Exeter University, says 
that his surveys show that 60-70% of 14- 
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and 15-year-olds in schools say they know 
someone using illegal drugs. The propor- 
tion is actually higher in rural areas than 
itis in cities. 

But while better education may re- 
duce drug use in the future, in the mean- 
time the problem is still growing. In 
County Durham, after police changed 
their methods three years ago, arrests for 
all drug offences rose from 848 in 1995 to 
1,228 in 1997. A quarter of those arrested 
were drug dealers. Yet the cost of drugs, 
the most reliable indicator of whether 
supplies are being disrupted by police op- 





erations, has continued to fall. | 

Durham police say the local cost ofa. 
“wrap” of heroin (a hardened addict 
might need five a day) is £10. Health-au- 
thority workers reckon however that 
heavily-diluted heroin wraps can be 
bought for as little as £2, a tenth of the 
price of getting blitzed by drinking 10 
pints of beer. Amphetamine and ecstasy 
tablets are also cheap. 

Mr Watts thinks that the rapid spread 
of harder drugs is because addicts in 
small towns have set themselves up as 
dealers to finance their own addiction. 
But Jane Hartley, who runs an anti-drugs 
scheme in Spennymoor, reck- 
ons that city-based dealers have 
simply been expanding their 
sales area. Both agree, however, 
that dealers are getting smarter 
with their sales ploys: for exam- | 
ple, using loss-leader sales until 
users are hooked or offering 
three-for-the-price-of-two deals 
to increase usage. 

Some also theorise that 
close-knit social groupings, usu- 
ally regarded as an advantage 
that small communities have 
over impersonal cities, actually 
encourage the spread of drugs. 
Techniques for dealing with 
drug abuse also have to be dif- 
ferent in rural areas. Anony- 
mous centres for treatment or 
advice, useful in cities, will not 
stay anonymous for very long in small 
towns or villages. 

County Durham does have one 
scheme which suggests that education 
can work in steering teenagers away from 
drugs. Since last year, the police have of- 
fered users caught for the first or second 
time a choice between being prosecuted 
or going on an education and counselling | 
scheme—84% of 600 people arrested | 
(most are aged 21 or less and the youngest | 
was 13 years old) have taken the counsel- 
ling option. What is striking is that none 
has so far been caught using drugs again. 











discussion by asking whether future poli- 
tics was more likely to be based on ideology 
or pragmatism. 

A lively debate followed. Participants 
confidently deployed terms like “a learn- 
ing society", “knowledge-based politics", 
"communitarianism" and so forth, to mur- 
murs of approval. I found it hard to work 
out whether they were addressing the origi- 
nal question, ignoring it, or, like me, had 
simply failed to understand it. The wisest 
course, 1 thought, would be to keep a low 
profile. But my plans were thwarted by the 
chairman, who identified me as an em- 
ployee of the last government, and asked 
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my opinion. Caught on the hop, I rashly 
asked whether there was a danger that the 
government's third way could end up like 
the Conservatives’ “back to basics": a slo- 
gan not defined by its inventors and inter- 
preted unhelpfully by everyone else. They 
seemed disappointed and the discussion 
moved on. 

Some participants did seem to share 
my difficulty in progressing beyond left 
and right. One thought that the govern- 
ment's record so far could be summed up 
as "indicate left, turn right". Another re- 
sponded that, on the contrary, it was the 
other way around. Somebody asked why 


the government should bother with pro- 
moting the third way in the first place, as it 
were. After all, if the opinion polls were so 
favourable without a coherent ideology, 
why bother to develop one? 

Asked to sum up, Professor Giddens 
said—and I have this almost verbatim— 
that the seminar showed there was a new 
cultural sensibility emerging, based on the 
collapse of neo-liberalism and post-mod- 
ernism, and the start of global cosmopol- 
itanism. The chairman, not to be outdone, 
concluded that we had ended the era of 
endings and begun the era of beginnings. 





57 

















| BAGEHOT | | 


William Hague's ever so humble pie 


S THE Conservative Party has learnt to its cost, the British 
people are slow to anger but they can get into the most 
frightful sulk. They are also famously ungrateful. In the general 
election of 1945 the electorate showed its gratitude to Winston 
Churchill by dumping him in favour of Clement Attlee’s Labour 
Party. They repeated the trick a year ago by dumping the Tories, 
even though it was the long Conservative reign from 1979 to 
1997 that saw the Tories vanquish the so-called “British disease” 
and put Britain under sound economic management. 

The conventional and somewhat lofty way to look at this is to 
proclaim the infallibility and underlying wisdom of electorates. 
Voters, like customers, are always right: Churchill was a good 
fellow in a tight spot but not the 
man to build a land fit for heroes. 
Lady Thatcher was a necessary 
hammer of the over-mighty trade 
unions but a hammer is not a tool 
you want to keep on your desk for- 
ever. As the pendulum swings, vot- 
ers in their wisdom choose a party 
for the times: after the warriors 
come the healers and builders, 
and Britain has surely never 
known a healer with Tony Blairs 
talent for befriending and 
“including”. 

Bagehot's unlofty view is that 
sulking and ingratitude are un- 
pleasant characteristics, even in 
voters. The Tories may not have de- 
served to win in 1997: they were 
weak, tired, divided and all the 
rest. But having been routed, what 
exactly have they done to deserve 
the scorn that press and public 
continue to pour on their shat- 
tered remnants a year later? If you 
were to judge the Tories only by 
their present standing in the polls 
(still close to rock bottom) and by 
the degree of Schadenfreude their 
abject condition excites in politi- 
cal commentators—those in pub- 
lic bars as well as those in national newspapers—you would be 
entitled to assume that this is a party that had inflicted some 
unimaginable crime on the British people, not a party that had 
in fact been elected four times in successive elections by a free 
electorate that presumably had its wits about it when it did so. 

As they reflect on all of this, the Conservatives can be for- 
given for feeling somewhat bitter. They are not only reviled for 
their policies; they are reviled for their policies at a time when a 
new government is basking in public adulation for pursuing al- 
most identical ones and yet somehow making a virtue of it. This 
is beyond unfairness; it is also, you might think, more than a 
man can bear, even if he is a politician. 

You would be wrong. When necessary, successful politicians 
do not oppose the slings and arrows of outrageous voters. They 
gladly, publicly and exaggeratedly accept their fate. Inside, you 
imagine, they want to bellow at the electorate: “But that is ex- 
actly what my party was trying to do, you blithering idiots." But 
they do not shout this, or anything else. They speak in subdued 
tones. They commend the electorate for having justly chastised 
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them. They promise to learn their lesson and mend their ways. 
They traipse around the country organising policy reviews and 
"listening exercises". They consume sickening quantities of 
humble pie. They resist at all costs the temptation to justify the 
actions they took yesterday or last year or a decade ago (which 
the voters heartily endorsed), and admit openly and gratefuly 
that all of these were a terrible mistake, based on a false premise, 
exhibiting an unforgivable arrogance, that they will never be stu- 
pid enough to pursue, believe or exhibit ever again. 

Measured by this test, William Hague has all the makings ofa 
successful politician. Countless editorials over the past year have 
castigated his failure to mount an effective opposition. But how 
can he? The new government is 
not only overwhelmingly popular 
but has also introduced precious 
few measures a Tory opposition 
could honestly sink its remaining 
teeth into. Usually, the most the 
opposition can do is praise with 
faint damns. Besides, opposition 
is not what Britons seem at present 
to want from the Conservative 
Party. Mr Hague's great insight is to 
realise that what they chiefly want 
is for the party that lorded it over 
them for so long to demonstrate 
an extravagant contrition. 

Once you grasp that Mr Hague 
has grasped this, many of the 
things that he has done in opposi- 
tion fall into place. He insisted 
that no shadow ministers should 
shadow the area they covered in 
government. That has helped to 
prevent them from endlessly fight- 
ing yesterday's lost battles. In addi- 
tion, Mr Hague appears to have de- 
cided as a matter of policy that all 
his speeches will contain at least 
one apology. In Birmingham in 
November he apologised for Black 
Monday and the humiliation of 
Britain's eviction from Europe's 
exchange-rate mechanism. In London in January he apologised 
for the Tories having become a party that seemed to care about 
economics alone. In February he apologised for having ne- 
glected the Scots' desire for more say over their own affairs. In 
Harrogate in March he was sorry for the party's disunity over 
Europe. And in between the apologies, of course, there is reform 
and modernisation—not of the country (leave that to the govern- 
ment) but of the party's own machinery. Such is the Tories’ new- 
found dedication to internal democracy that Mr Hague is will- 
ing—if that is the party's wish—to let the egregious Lord Archer 
fly the party's flag in the election for London's mayor. It may be 
mad, but it is somehow an expected part of the ritual of re- 
construction and self-flagellation. 

Will any of this work? Better, probably, than a more conven- 
tional approach to opposition. Few Conservatives seriously ex- 
pect the party to win the next election. If Mr Hague hangs on as 
leader until the one after that, he may catch the electoral pendu- 
lum as it begins its backward swing. There are times when noth- 
ing so becomes a politician as modest stillness and humility. 


l J j: J < 


<> 


Se 
Mo 


| 


| 


i 
i 


| 
l 


THE ECONOMIST MAY 2ND 1998 


BUSINESS 





Will it play in Penang? 


HONG KONG AND TOKYO 


Technology companies are using the wired cities of Asia to test technologies 
that they plan to launch on the world, but the results can be misleading 


VERYONE knows that Asia is technol- 

ogy-mad, but to gauge the full magni- 
tude of that mania consider a day in Hong 
Kong. You drive to a business district, feed- 
ing the parking meter with a cash-carrying 
smart card. From there to the subway, 
where a wave of another smart card over a 
turnstile pays the fare. During the ride the 
mobile telephone beeps, signalling that an 
Internet email has arrived. The message ap- 
pears on the telephone display, and it is a 
simple matter to peck out a short response 
and send it. 

Back on the street, a hunger pang 
prompts you to check the mobile again: it 
can suggest a nearby bakery that is offering 
discounts. You pay for a cake with Mondex 
digital cash, then go on to the usual wired 
office. That evening, back at home, you do 
the grocery shopping using interactive tele- 
vision, having watched a video ordered on 
the same service. In a few months this 
broadband data link will also provide 
high-speed Internet access at home, so that 
you can justify putting the subscription fee 
on your expense account. 

Life was never quite like this in London, 
Paris or New York; not even in Silicon Val- 


THE ECONOMIST MAY 2ND 1998 


ley. Hong Kong, along with Singapore and 
a few other Asian technology hotspots (in- 
cluding, to one degree or another, Tokyo, 
Seoul, Taipei, Shenzhen and Kuala Lum- 
pur), is the most advanced technology mar- 
ket in the world. Hong Kong, for example, 
has the world’s first commercial interactive 
television service, the first mobile phone 
network that works in the subway, the larg- 
est rollouts of not one but two competing 
digital cash cards (Mondex and Visa), the 
first transport system (subway, trains and 
buses) using “contactless” smart cards, and 
one of the world’s highest penetrations of 
mobile phones, pcs and pagers (see chart 
on next page). Singapore can now match 
most of that wizardry, and the two cities 
compete fiercely to be the world’s most 
electronically sophisticated. 

Because much of Asia is starting with a 
blank technological slate, unburdened by 
lots of musty old telephone lines and trans- 
port systems, it can “leapfrog” to the newest 
technologies. Asia’s richest cities are build- 
ing a 2ist-century infrastructure from 
scratch while the rest of the world tries 
gamely to graft it on to the crumbling stuff 
it already has. That is the idea behind Sin- 


gapore’s “wired island” project, and Malay- 
sia’s Multimedia Super Corridor. 

High-tech companies use this infra- 
structure and techno-hungry environment 
to test their latest gizmos; and the govern- 
ments welcome them. They offer miles of 
fibre-optic networks, lots of financial in- 
centives and constant techno-evangelism. 
“It is our gift to the world,” crows Mahathir 
Mohamad, Malaysia’s prime minister. If a 
gizmo takes off in Asia, the companies 
reckon, they can sell it elsewhere too. 

Based on its Hong Kong experience, Ca- 
ble & Wireless, the owner of Hong Kong 
Telecom, is hoping to roll out the interac- 
tive television technology service elsewhere 
in Asia and then the rest of the world. James 
Martin, a high-tech consultancy, and its 
smart-card partners in Hong Kong’s popu- 
lar new transport-payment system are host- 
ing a stream of delegations from Europe 
and America which have come to see the 
system in action. Nortel, a Canadian 
telecoms equipment firm, is doing the 
same with its location-based information 
technology for mobile telephones. And 
Mondex has dispensed with its usual lim- 
ited trials to doa full commercial rollout in 
Hong Kong; from this launching pad it ex- 
pects Asia to become its biggest market. 

The use of Asia as a technology testbed 
is based on the assumption that Asia’s con- 
sumers are pretty much like those every- 
where else, just a bit keener on new technol- 
ogy. But how true is this? Surprisingly little 
research has been done to answer the ques- 
tion. Some Asian precedents—for example, 
the enormous popularity of cheap and reli- 
able mobile telephones—have been re- 
peated elsewhere. But others, such as the ap- 
peal of ostentatiously displayed techno- 
logy—the twin-holstered belt-phone and 
pager, for instance—seem to be distinctly 
Asian. The fact that Hong Kong couch pota- 
toes are willing to pay for karaoke-on-de- 
mand via interactive television may say 
nothing about how that technology will go 
down in Paris. Nor does the success of digi- 
tal-cash smart cards in cash-loving Asian 
markets say much about how they will 
compete with credit cards in America. 


Ditching the pitchie 

Asia, it turns out, is not a reliable place to 
test products for the West. For every 
Walkman and Playstation, which were hits 
in Asia first and then later in the West, there 
are products that, for any number of rea- 
sons, fail to take off outside Asia. Sony's 
MiniDisc technology, unveiled to the pub- 
lic in 1992, has sold 5m players in Japan— 
but fewer than 1m outside Asia. The same 
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goes for digital audio tape and the Ad- 
vanced Photo System (a joint development 
of several Japanese firms and Kodak, which 
has had little success with the camera in the 
American market). Video cp players are 
ubiquitous in China, Hong Kong and Tai- 
wan (thanks to cheap pirate cps), but are 
virtually unknown in the West. 

One lesson from the failures is that the 
Asians’ enthusiasm for gadgets does not 
just mean that they buy them before every- 
body else; they also buy stuff that others 
never buy at all. This was what happened to 
the cr2, a mobile-telephone standard in 
Hong Kong. By the early 1990s cr2 net- 
works—pioneered mostly by European and 
Japanese firms—had become a booming 
market in Hong Kong. Three operators 
pitched cr2 as the must-have accessory for 
the young professional, and by 1994 
claimed nearly 200,000 subscribers. 

Compared with the conventional mo- 
bile telephones of the day, cr2 handsets 
were small, cheap and colourful: “the poor 
man's cellular’. However, subscribers 
could only make calls, not receive them, so 
they had to also carry a pager if they wanted 
to be reachable. The handsets had a range 
of only a few blocks, so keen callers could 
often be seen clustering around the build- 
ings known to have base stations. And for 
the same reason, operators had to deploy at 
least 10,000 base stations in the city to 
claim a decent level of coverage. 

Even so, Hong Kong's CT2 operators 
said they were making money. The world 
was impressed. In 1995, a report by the 
American Chamber of Commerce said the 
technology had "succeeded spectacularly 
in Hong Kong" and noted that experts pre- 
dicted 500,000 cr2 subscribers by the end 
of 1998. CT2 operators in France, Britain 
and a few other countries soldiered on, 
even though consumers there had rejected 
the technology and they were losing a for- 
tune. Then digital GsM mobile phones—an 
altogether better technology—got smaller 
and cheaper, and were quickly followed by 
PCS telephones, which were smaller and 
cheaper still. By 1996, a few months after 
the last European cr2 operator had shut 
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down, Hong Kong’s cr2 companies closed 
their doors, too. 

Now pagers seem to be following the 
same path. For most of the 1990s they have 
been a booming business in Hong Kong, 
reaching nearly 1.4m subscribers (nearly a 
quarter of the population) in 1995 and 
prompting rosy predictions from the likes 
of Motorola about the potential of China’s 
pager market. But the spread of cheap rcs 
mobile services put a lid on that, too, and in 
1996 pager subscriptions dropped for the 
first time. 

The fate of the pager may have more to 
do with social status than technology. The 
Cantonese name for mobiles is tai kor tai, 
or “big brother big”, an envious reference to 
the triad gang members who first sported 
them. By contrast the translation of the 
word for pager is the dull “call machine”. 
Motorola's executives should have brushed 
up on their Cantonese: Hong Kong pager 
subscriptions are now below 1m and tum- 
bling; predictions for China are being 
scaled back by the day. 

Japan's Personal Handy Phone system 
(PHS) teaches a different lesson: that mar- 
kets with little price competition can prop 
up technologies that would fail elsewhere. 
Three years ago, PHS, a cross between a 
cordless telephone for use around the 
house and a fully developed mobile, was 
going to be the latest Japanese gadget to 
take the world by storm. It had a range of 
little more than a mile compared with a cel- 
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lular phone’s 15 miles, but it scored because 
ithad a long-lasting battery and, most ofall, 
because it was cheap. Within two years, the 
"pitchie", as people took to calling it, had 
found its way into one household in five. 

Telecoms authorities in Hong Kong, 
Thailand, Singapore and Australia were 
said to be lining up for pHs licences. But 
then Japan's cellular phone companies re- 
sponded, by cutting prices sharply. Within 
a year their combined subscriber numbers 
doubled to 10m. Meanwhile, the number of 
PHS subscribers peaked six months ago. It is 
currently below 7m and falling fast. Any 
day now, one of the leading pHs operators, 
NTT Personal, is expected to pull out of the 
business. Once competition started, there 
was no room for PHs's deficiencies. 

So what to make of, say, the massive 
take-up of wireless communications in 
Hong Kong? The thing is not to jump to 
conclusions. A team from Hong Kong Bap- 
tist University produced a long report link- 
ing the popularity of pagers with Chinese 
values and the importance of constant so- 
cial connections to the fabric of Asian soci- 
ety. Perhaps, but then how to explain the 
even higher penetration of mobile tele- 
phones in countries such as Finland and 
Austria? There is a more down-to-earth 
message: everybody wants good, cheap, 
communications; and as Asia goes wired 
(and wireless), so, one way or another, does 
the rest of the world. Just don't count on 
their taking the same path. 





Internet telephony 


Growing up 


Voice over the Internet was once just a minor inconvenience for incumbent 
telecoms companies. It is now threatening to reshape their businesses 


NCE upon a time (about 18 months 
ago), Internet telephony was the sole 
preserve of miserly geeks who delighted in 
"beating the system". Tooled up with a PC, a 
modem, a sound card, a microphone and 
some special software, a determined nerd 
could talk with a similarly equipped soul- 
mate on the other side of the world for the 
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price ofa local telephone call. The call qual- 
ity was dreadful and the whole business 
had the user-friendliness of camel-riding, 
but the miracle was that it worked at all. 

But now Internet protocol (iP) tele- 
phony is growing up, and incumbent 
telecoms companies have some unpleas- 
ant choices to make. The potential of voice 
over the Internet has been transformed by 
the launch this year of services by newcom- 
ers such as Delta Three, usa Global Link 
and Qwest that require only an ordinary 
telephone. They make it easy to use—just 
open a credit card account, dial an access 
number, give your personal identification 
number and then make the call to your des- 
tination—and call quality is at least up to 
cellular-phone standards. 

It is also cheap. In America it is now 
possible to make long-distance calls for be- 
tween seven cents and ten cents a minute 
and international calls for about half the 
average 89 cents a minute charged by tradi- 
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tional carriers. The Internet's indifference 
to distance threatens to put a time-bomb 
under the carefully worked out framework 
of charges that underpins the telephone 
companies’ most lucrative business. 

Getting voice to work satisfactorily over 
the Internet has been no mean technical 
achievement. Ordinary voice networks are 
based on connections. The connections at 
each end create a channel reserved for the 
duration of a call. The Internet, by contrast, 
is a connectionless network designed for 
routing packets of data. Every packet con- 
tains the address of its destination and is 
individually routed through the network. 
Computers have little difficulty putting 
data files back together again in the right 
order, but speech is altogether trickier. The 
sound signal is digitally coded and sent in 
packets, but the packets must arrive within 
20 milliseconds to prevent horrid noises 
and within 250 milliseconds or the call will 
go down. 

Improvements in voice quality using 
the public Internet are due to more sophis- 
ticated software, but the big change has 
been the increasing use of private net- 
works. These allow the operator greater 
control over quality by cutting down the 
number of router hops the packets have to 
pass through and managing traffic flows to 
avoid congestion. The other development 
is the spread of gateway servers that link the 
standard telephone network to the ir- 
based network. 

One of the companies that has been 
quickest to exploit these technological 
developments is Delta Three, a subsidiary 
of RsL Communications, a fast-growing 
new telecoms firm. A customer using the 
Delta Three network to call Singapore from 
Ohio will have his call routed by the local 
telephone company to a gateway in Amer- 
ica. The gateway then translates the voice 
into digits and sends the data packets 
across the Internet backbone, terminating 
at another gateway in Singapore. That, in 
turns converts the data back into voice and 
sends the call down local telephone lines to 
the recipient in Singapore. This week, Delta 
Three launched its service in Europe. 

Is 1P telephony poised to rule the world? 
The Yankee Group, a telecoms consultancy, 
predicts that in America, iP telephony min- 
utes will grow from 0.4% of consumer long- 
distance today to about 15% in seven years. 
Analysys, another consultancy, reckons 
that by 2003, 25% of international call min- 
utes worldwide will be made over the Inter- 
net, resulting in revenues for service pro- 
viders of around $7 billion. However, 
because IP minutes are replacing more ex- 
pensive minutes, revenue loss to incum- 
bent telecoms firms is likely to be much 
more severe—about $10 billion a year by 
2001 if Analysys has got its sums right. Al- 
though voice gets most of the attention, a 
high proportion of 1P traffic is likely to be 
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SAN FRANCISCO 


WAMPED by voicemail and email? 

Prepare yourself for the next wave of 
the digital communications deluge: in- 
stant messaging. 

Otherwise known as “buddy lists”, 
instant messaging is a cross between a 
telephone call and email. The software 
allows you to enter a list of your “online 
buddies” into your program. Once you 
log on, it asks a server whether your 
friends are connected, and lets you know 
which of them, if any, are online. With 
the click of a mouse, you can then start 
typing away. 

The most innovative developer of the 
necessary software is not a typical Sili- 
con Valley start-up, but Mirabilis, a 
rather low-key Israeli company. Since 
Mirabilis released its program 1co (Net- 
speak for “I Seek You") in December 
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Now let's do it virtually 


fax, which WorldCom's John Sidgemore 
describes hungrily as "the low-hanging 
fruit" for Internet telephony. 

This is not to say that 1p telephony firms 
will have everything their own way. One 
cloud on the horizon is regulatory. In 
America, the Federal Communications 
Commission (FCC) has been toying with the 
idea of making Internet telephony provid- 
ers contribute to its universal service fund, 
a sort of tax to subsidise services for the 
poor levied on normal carriers. Last week, 
the FCC stayed its hand, despite howls from 
incumbent carriers who would like to see 
the Internet upstarts forced to raise their 
prices. In Europe, the EU's competition di- 





| ready under way. 


1996, it has registered almost 11m users— 
without any advertising. More than 
50,000 netizens download the 1cq daily, 
putting itin thesame league as new Web 
browsers from Microsoft and Netscape. 
ICO has achieved cult status among 
young adults, who make up half its users. 
They have set up over 30,000 chat rooms 
worldwide to organise parties, talk about 
hobbies, play games or trade pictures of | 
Pamela Anderson. | 
ICO's popularity has attracted some 
competitors—notably the AOL Instant | 
Messenger—but iCQ hopes its mix of spe- | 
cial features will keep fans loyal. Users 
can swap files, send friends invitations 
to download the program or set up Inter- 
net telephone calls. Chatroom trouble- 
makers can be tried and disconnected. 
Businesses, too, are starting to dis- 
cover the value of instant messaging. It 
eliminates the main drawback of con- 
ventional email: not knowing whether a 
message has been received and read, or is 
buried somewhere in an overflowing 
mailbox. Thus, the technology offers an 
efficient way, for example, to call urgent 
meetings. The corporate market is where 
the half-dozen companies offering 
buddy-list products hope to make 
money. As with other Internet products, 
free downloading means no sales; but 
customising for corporate clients could 
be one way of making money. 
Mirabilis’s goal is to corner the mar- 
ket, says Yossi Vardi, the company’s first 
investor and head of business develop- 
ment. Later, it might sell banner ads that 
appear when an ICQ user logs on. But it is 
equally likely that Mirabilis and its 65 
employees will simply be sold. Either 
way, the incorporation of buddy-list pro- 
grams into other software such as 
browsers and operating systems is al- 








rectorate is holding off similar pressure for 
the moment. But in less developed coun- 
tries, the promise of cheaper calls may be 
outweighed by the desire to protect the rev- 
enues of state-owned incumbents. 
Another constraint is capacity. Compa- 
nies who are building their own managed 
intranets, such as Delta Three and Qwest, 
with its ultra-high capacity fibre network, 
will avoid congestion. But Internet service 
providers who want to bundle telephony to 
their customers using the public Internet 
will have to invest heavily in bandwidth if 
quality is to be acceptable. As more voice 
minutes are switched to the Internet and 
traditional telecoms firms react, marketing 
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and service costs are likely to rise, narrow- 
ing the price-gap over time. 

The incumbents are also developing 
strategies to “manage” the growth of iP tele- 
phony. Most appear resigned to the gradual 
loss of high-margin switched-call revenues 
and are gambling that it is better to 
cannibalise your own revenues than to 
watch others do it for you. 

Companies like Ar&r and Deutsche 
Telekom are introducing their own 1P voice 
services, exploiting their bandwidth, 


Switches, customer base and well-known 
brands to gain a share of the new market. 
They hope to weave iP services together 
with their traditional products, using the 
Internet to offer low prices for unfussy 
voice customers, while earning new reve- 
nues from advanced services that integrate 


German utilities 
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data, voice and video. 

Analysys argues that in the medium 
term the main impact of iP telephony will 
be to force the pace of competition and 
thus lower prices, especially in countries 
that have dragged their feet over liberalisa- 
tion. However, in the longer term, iP tele- 
phony will be just a part, albeit an impor- 
tant one, of the digital revolution. 

In time, packet networks will almost en- 
tirely replace more expensive and less capa- 
ble circuit-switched networks. As an execu- 
tive in one big telephone firm confessed to 
Cisco Systems, the data networking giant 
which provides the routers and switches 
that power the Internet: "When I look at 
our current network, I see the valley of 
death. When I look at 1p, I see the mountain 
of hope.” 





Freedom for dinosaurs 


BERLIN 


Overweight, over-engineered and over-politicised, Germany's utilities badly 
need reform. Setting them an example, surprisingly, is the country's biggest, 
most crony-ridden and most cash-strapped city, Berlin 


NDER a steely-eyed Social Democrat 

finance minister, Annette Fugmann- 
Heesing, Berlin has set about selling off its 
utilities. It has got rid of large chunks of its 
gas company, Gasag, and the electricity 
company, Bewag, raising a useful DM4 bil- 
lion ($2.2. billion) in less than a year. The 
waterworks (or at least the right to operate 
them), rubbish disposal and public trans- 
port are next on her hit list. 

Both the gas and electricity companies 
come stuffed with surplus workers, hired at 
a time when preserving West Berlin as a 
prosperous show-case for capitalism 
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meant that full employment mattered 
more than efficiency or cost. Taking on 
thousands of workers from the former East 
Berlin after reunification raised the payroll 
even further. 

Gasag is the worst. It employs more 
than 2,500 people; a comparable gas com- 
pany in a neighbouring region does the 
same business with about 650. Most star- 
tlingly, several hundred people are em- 
ployed, on paper at least, in making chemi- 
cally produced gas—although the company 
converted fully to natural gas in 1996. Some 
of the most grotesque political appoint- 


ments in senior management are likely to 
leave soon, but the company reckons that 
around 1,000 of its workers are “com- 
pletely unsackable". 

All the more remarkable, therefore, that 
outsiders are so keen to buy. A 38.6% stake 
in Gasag, sold on March 17th, fetched a cool 
DM1. billion. The buyer, Gaz de France, a 
state-owned company, says that the pur- 
chase was a “strategic move”. Given that 
Gasag is a notorious loss-maker, some inter- 
pret that as a euphemism for keeping it out 
of the hands of a German rival: *Commer- 
cial considerations clearly were not at 
stake," says the boss of one of Germany's 
biggest privately owned gas companies. 

A better buy may be the one-fifth stake 
in Bewag, bought last year by Southern 
Electric, an American power company. 
(Bewag in turn snapped up a minority 
stake in Gasag.) Southern has plenty to 
teach the industry, particularly in billing. 
“They have a call centre for their custom- 
ers,” says a senior Bewag manager, wide- 
eyed. There are also potential savings in 
purchasing and in laying gas pipes and 
electricity cables in synch. 

The main lure for outside investment is 
the utilities’ future prospects. In the me- 
dium term, costs will fall sharply, partly 
through much leaner administration, and 
partly through structural changes. Cheap 
gas-fired power stations, for example, will 
replace those burning expensive coal and 
oil. Gas will also raise its share of the do- 
mestic-heating market, currently still domi- 
nated by oil. Bewag plans to raise its return 
on equity from 6% to 15% in the next two 
years (Gasag will be pleased with any profit 
at all) Bewag and Gasag could also use their 
large landholdings in Berlin more effi- 
ciently, and perhaps to join forces with tele- 
communications companies to make more 
use of their networks. 

For customers, privatisation will make 
little difference, at least initially. Tariffs are 
unlikely to fall, mainly because fixed costs 
are so high. As a result of better manage- 
ment, both Gasag's and Bewag's customers 
may find service somewhat friendlier and 
more sophisticated (with more emphasis 
on selling off-peak electricity, for example). 

For big improvements, customers must 
probably wait for the liberalisation of ac- 
cess to networks, which will eventually al- 
low any gas or electricity company to send 
its power across a rival's distribution net- 
work. Luckily for incumbents such as 
Bewag and Gasag, it will probably take 
around five years for liberalisation to come 
into effect for electricity; for gas, the timeta- 
ble is more uncertain. Other German 
municipalities are likely to follow Berlin's 
example in privatising chunks oftheir utili- 
ties; but for the next few years at least, the 
main effect will be to turn a cosy public mo- 
nopoly into a lucrative private one. 
——— IÓá— ÉÓ—Pnl—MÓáQBá—'ü es MU 
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Ahold 
Have clogs, 
will travel 


ZAANDAM, HOLLAND 


T FIVE o'clock in the afternoon, the cast- 
iron pan, a metre across, is hoisted on 
to the stove, ready to cook the dish of the 
day that will soon be supper for scores of 
Dutch families. The take-away meal 
counters recently opened in ten of the 680 
Albert Heijn supermarkets across the Neth- 
erlands have proved popular with busy 
homebound customers, as well as showing 
off new ways to use the products on sale in 
the aisles alongside. The in-store kitchen 
sits at the centre of an unorthodox radial 
layout that groups products according to 
moments in the day when they might be 
used, rather than by food type. 

Such regular innovations have helped 
Albert Heijn become the dominant Dutch 
supermarket chain, with 28% of the market, 
almost three times the share of its closest 
competitor. This gave Albert Heijn sales of 
10.9 billion guilders ($5.5 billion) last year, 
5.2% up on 1996. Its share of the total sales 
of Royal Ahold, its parent company, is 
shrinking, however, down from 28.4% in 
1996 to 21.8% of 50.6 billion guilders in 
1997. That is because, from its strong home 
base, Ahold is taking on the world. 

Unlike such Dutch giants as Philips in 
electronics and Heineken in beer, or banks 
such as ING, Ahold has spurned the large 
markets on its doorstep and does no busi- 
ness in Britain, France or Germany. In- 
stead, it has gone for expansion in America, 
where the availability of new premises 
makes organic growth easier. In addition, 
Ahold thinks it has an edge in the geograph- 
ically fragmented American market, where 
the techniques of food retailing lag behind 
those used in the largest European markets. 

From small beginnings 20 years ago, 
Ahold has built an American east coast net- 
work of six supermarket chains. It is now 
one of the top five food retailers in the rap- 
idly consolidating market. In 1997 America 
generated 55.2% of its sales and 61% of its 1.8 
billion guilders profit. 

Cees van der Hoeven, president of 
Ahold, believes that the race is on in Amer- 
ica to build a nationwide supermarket 
firm, although regional loyalties will mean 
that it will operate behind multiple store- 
fronts. Data collected from individual tills 
can be used to combine a central distribu- 
tion network with a grasp of exactly what 
customers want in every store. This, accord- 
ing to Dick Bell, of the Oxford Institute of 
Retail Management, is rather similar to the 
way multinational manufacturers share 
best practice across borders. Shopping hab- 
its, like tastes in food, remain local. But the 
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systems that deliver food to stores are in- 
creasingly applicable worldwide. 

Besides sharing knowledge, Ahold's 
four American divisions are increasingly 
pooling their purchasing efforts. The aim is 
to benefit from both economies of scale— 
bigger orders from suppliers at better 
prices—and from local know-how in the 
chains that make up the empire (Giant in 
the mid-Atlantic region, Stop & Shop 
around Boston, Tops in New York and 
Ohio, and BI-LO in the south-east). For some 
kinds of supplies, such as cash registers, 
and the products of the largest multina- 
tional food groups, such as Procter & Gam- 
ble, Ahold strikes worldwide deals. 

Meanwhile, Ahold is investigating new 
markets. According to Mr Van der Hoeven, 
the company aims to double its sales in the 
next five years, half through existing busi- 
nesses, half through acquisitions. Some of 
these purchases will be in developing mar- 
kets in Latin America and East Asia, which 
Ahold has entered in the past three years 
and which accounted for 5.2% and 1.8% of 
worldwide sales in 1997. Ahold also did 
6.3% of its 1997 business in European mar- 
kets outside the  Netherlands—largely 
through joint ventures in Portugal, Spain, 
the Czech Republic and Poland. 

What can check Ahold's global ambi- 
tions? Its adventurousness has given it à 
head start overseas, but Tesco and J. 
Sainsbury, the two leading British super- 
market chains, can rival its skill in logistics 
and merchandising, and they are off their 
marks now: Tesco has started in central Eu- 
rope, and Sainsbury in America. 

Carrefour, a French hypermarket re- 
tailer, is also a threat. It is better established 
outside its home market, mainly in Spain 
and Latin America; but its larger-format 
stores mean that it will compete directly 
with Wal-Mart, the monster American dis- 
count retailer, which is expanding both 
into food and into Latin America. Those 





two firms may leave Ahold the quality end 
of the market while they wrestle for domi- 
nance in the cut-price hypermarket busi- 
ness, suggests Jacques César of Mercer, a 
management consultancy. 

More technologically minded analysts 
see threats lurking not in existing competi- 
tors, but in changes in the way people shop, 
with a trend towards home shopping via 
computer. The big question for retailers is 
whether goods will be picked and packed 
for delivery at a central warehouse—in 
which case food manufacturers and whole- 
salers will be strongly placed—or from the 
shelves ofa supermarket—in which case the 
retailers will be better positioned. Mr Van 
der Hoeven says Ahold has studied the mat- 
ter, knows the answer, and isn't telling. But 
his broad smile suggests that the answer 
does not displease him. 





Cuban cigars 


Let the good 
times roll 


HAVANA, CUBA 


FTER Fidel Castro gave up smoking ci- 
gars in 1985, so did the rest of the 
world. Stogies and self-indulgence were re- 
placed by Perrier water and nicotine-fla- 
voured chewing-gum. The fall in demand 
was followed by a plunge in output due to 
the withdrawal of Soviet subsidies, and 
thus of cheap fertiliser and seed. It looked 
as though the Cuban cigar industry would 
be stubbed out. 

But now it has made a comeback. Last 
year, Cuba exported over 103m cigars, 40% 
up on the year before, and is aiming for 
200m by 2000. The industry earned some 
$140m last year from foreign cigar sales, up 
from a mere $28m in 1974 (the latest avail- 
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able year in an industry short of figures). 
Capitalism, it seems, is rescuing the cigar 
industry from the troubles imposed on it 
by years of socialism. 

Cigars are an eloquent accessory for the 
rich man: other than burning hundred-dol- 
lar bills at your table, there are few more vis- 
ible ways of showing that you have more 
money than you know what to do with. 
And there are, thanks to soaring stockmark- 
ets in America and Europe, a lot more very 
rich men around than there were three 
years ago. 

There may also be a backlash against 
the political correctness that has made 
smoking in public virtually impossible in 
America and increasingly so in Europe. 
Libertarians (and libertines) are uniting in 
cigar bars the world over, from Ozio in 
Washington to the Cohiba Cigar Divan in 
Hong Kong. Dale DeGroff, the top barman 
at New York's exclusive Rainbow Room, is 
now designing cocktails to accompany spe- 
cific cigars. John Beach, a bar consultant in 
London, says that so many well-heeled cus- 
tomers want to smoke cigars with their 
meals that some restaurants are now de- 
signing menus robust enough to stand up 
to tar-coated palates. 

Cigar consumption is soaring through- 
out the world. Imports of hand-rolled ci- 
gars into America shot up over fivefold in 
five years to some 520m cigars last year. Cu- 
ban cigars, alas, are illegal there; but so cov- 
eted are the top Cuban brands that Ameri- 
cans pay outrageous amounts—sometimes 
several thousand dollars a box—for the real 
Havana. (According to industry experts, 
around 50m "Cuban" cigars are sold in 
America each year, but only around 5m are 
the genuine article.) 





HONG KONG 


Cy" APRIL 28th Maria's Bakery, a 
chain of cake shops in Hong Kong, 
abruptly shut its doors. Why did this 
send a chill through the city? Because the 
locals fear that as goes Maria's so goes 
Hong Kong. 

In the 1970s Maria's introduced the 
notion of coupons, vouchers sold at a 
discount to be redeemed later for baked 
goods, which were sent out with wed- 
ding invitations. They became popular, 
and now all sorts of stores and services, 
from massage parlours to video-rental 
shops, have coupons of their own. A re- 
cent study found that an estimated 
HK$310m ($40m) worth of cake coupons 
alone are outstanding, along with about 
half that value of video coupons. 

The problem is that when a rumour 
| circulates that some coupon-issuing 





64 


Let them eat coupons 





Despite being shut out of most of the 
American market, Cuba's cigar industry is 
flourishing. Why? Capitalism, again. "We 
are a private firm," insists Ana Lopez, the 
marketing manager of Habanos, a newish 
entity in charge of exporting and market- 
ing Cuba's cigars to the world. What exactly 
does “private” mean in Cuba? “It means 
that we operate on the idea of profits, and 
accountability, while state firms still count 
on subsidies." 

Habanos was created in 1994, when the 
cigar industry's morale and output were at 
a low (see chart). It has used clever financ- 
ing as well as capitalist notions to revive the 
sector—for instance, a pre-payment scheme 
under which its small number of exclusive 
distributors stump up a slice of payment a 
year in advance in return for guaranteed 
quantities of cigars. Without that $30m-or- 
so a year, for fertiliser and such, the recov- 
ery would have been unimaginable. 

Incentive schemes are now springing 








chain is in trouble there is a panicky rush 
to redeem the vouchers before they be- 
come worthless. The first such run was 
on Maria’s itself, during Hong Kong's fi- 
nancial crisis of 1984 after the agreement 
to return it to China. Several have fol- 
lowed, including a run on both cake 
shops and amusement-arcade chains in 
last October's crash. 

The phenomenon has become so 
common that such runs are now read by 
bankers as a sign of confidence in the 
economy: coupons are, in effect, a fu- 
tures market, because the discount at 
which they are sold partly reflects the risk 
that the chain will go bankrupt. There 
was a mini-run on other chains of cake 
shops the day after Maria's closed, and 
coincidentally or not, the Hang Seng in- 
dex fell 256. 











up throughout the sector. Officials offer 
dollar bonuses to factory bosses and work- 
ers who surpass their quotas and, increas- 
ingly, to farmers as well. 

Mr Castro, who rarely shares his spot- 
light, even recently agreed to name a new 
brand of cigars—Vega Robaina—after Cu- 
ba's most successful tobacco farmer, 79- 
year-old Alejandro Robaina. On his 80- 
hectare farm, Mr Robaina regularly 
produces yields four times bigger than 
those of larger state-run farms that used to 
dominate the sector. He no doubt also en- 
joys the other bonus he receives for his pro- 
ductivity—some $13,000 a year in hard cur- 
rency, a fortune in a country where the 
average salary amounts to the peso equiva- 
lent of less than $20 a month. 

But success brings its own problems. 
The government, desperate for foreign ex- 
change, has been pushing production tar- 
gets ever higher; and the dash for quantity, 
according to Gordon Mott, of Cigar Aficio- 
nado magazine, may be leading to sacri- 
fices in quality. Factories that had been pro- 
ducing inferior cigars for local consump- 
tion have been switched to export brands, 
and new, inexperienced recruits are being 
allowed to roll cigars. 

Habanos has responded with, for in- 
stance, spot quality checks at factories, but 
has met resistance from factory bosses and 
ministry officials, who think that selling 
more Cigars means more money for them. It 
would make sense to take the responsibility 
for production away from the agriculture 
ministry and give it to Habanos, which 
knows what the customers want; but the 
former head of Habanos was promptly 
sacked when he suggested that. 

As Habanos understands, it would be 
wiser to push for higher margins than for 
higher quantities. Margins, at present, are 
miserable. Small wonder. Habanos re- 
ceives only $4 for a Cohiba Esplendido, ar- 
guably the finest cigar in the world, which 
sells for more than $40 at Davidoffshops in 
London and Singapore; of the $140m a 
year that makes its way back to Cuba, the 
agriculture ministry takes 80-85%. 

That does not leave Habanos with 
much to invest in its business; but it is now 
spending the little it has on new marketing 
initiatives. It has introduced three new pre- 
mium brands in the past three years, after 
three decades in which the world saw no 
new Cuban brands at all. Partly, that is to 
attract some attention from the media. 
Partly, it is because the ownership of the 
venerable labels of  Cohiba and 
Montecristo is being contested in court in 
America and elsewhere. And partly, as 
Habanos officials admit, if pressed, it is to 
have some new product ready for the mo- 
ment when Cuba's cigar industry finally 
fulfils its golden promise: the ending ofthe 
American embargo. 
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Barry Diller leaves home 


Could a new network built on local programming threaten 
Hollywood’s hold on the television industry? 


vo ORRIBLE,” grimaces Barry Diller, as 
he watches a young man flexing his 
pecs on a video. The young man’s video 
joins a pile of rejects, and he is replaced by a 
blonde, who tells the camera that she’s a Mi- 
ami girl, and all she ever wanted to do was 
work in Miami. She sounds like the kind of 
girl Mr Diller wants for his big new project. 
“Nice,” he says; and moves on to the next. 

Barry Diller is not the most powerful 
man in the American media business, nor 
the richest, nor the most fashionable; but he 
is probably the most watched. Wall Street 
thinks that everything he touches turns to 
gold; and people in this fast-changing in- 
dustry suspect that he knows more than any- 
body else about where it is all going. 

The industry would not, of course, pay so 
much attention to Mr Diller were it not for 
his Hollywood pedigree. He was ABC's chief 
programmer at 26; head ofthe Paramount movie studio at 32; he 
then broke the three-network mould of American television by 
creating Fox for Rupert Murdoch. Fox's ratings are now creeping 
up tocompete with the big three; and, compared with the others, 
its audience is enviably young (and therefore valuable, in terms 
of advertising dollars). 

But now Mr Diller is turning his back on Hollywood. He has 
put together an odd-looking company, UsA Networks, made up 
ofa bunch of broadcast-television stations with the Home Shop- 
ping Network and Universal's television-production facilities. 
So great has been the excitement about what rabbit Mr Diller 
would pull out of this somewhat shabby hat that, without his 
doing anything much, the company's share price has more than 
doubled in a year. 

Now Mr Dillers plan is at last becoming clear. He is, it 
emerges, going to do something that nobody has ever done be- 
fore: he is going to build a national television network from the 
neighbourhood up. 

While other television stations fill their hours with syndi- 
cated programming, interspersed with local news bulletins, Mr 
Diller is going to use mostly locally made programming. The 
shows will be made at 13 production facilities he is planning to 
build in different cities over the next three years. The first, in 
Miami, is now under construction; and 
the station should start transmitting in 
six weeks or so. 

Mr Diller's concept is dangerously 
revolutionary. Programmes, in America, 
are made by creative people in Los Ange- 
les, and scheduled by suits in New York. 
"We programme,” they say, "for the peo- 
ple we fly over." Nothing good, every- 
body knows, ever came from the be- 
nighted backwoods in the middle of the 
country. But the networks' ratings are 
slipping, so that old assumption, like 
many of the other certainties in Ameri- 
can television, is now open to doubt. 

Mr Diller is a good pointer to the 


Tuning out 


1986- 87- 85- 89- 90 
87 88 89 90 91 


Source: Niehen Media Research 


THE ECONOMIST MAY 2ND 1998 





Primetime network ratings* 
Sept-Apr 


x S s s» ple started making cars in Japan. Noth- 


*One rating point = 1% of all televisions 





weaknesses of the existing firms in the televi- 
sion business; because it is from those weak- 
nesses that he hopes to draw strength. The 
paucity of local programming is, for in- 
stance, central to his plan. Americans mind 
about local stuff. According to Wilkofsky 
Gruen Associates, chief collector of figures in 
the media business, viewers rate local sta- 
tions more by the quality of their local news 
than by which national network they are 
affiliated to. Yet local news is, by and large, 
dire; and, bizarrely, for a country the size 
and diversity of America, there is virtually 
no local programming other than news. 
There is clearly a gap in the market. One of 
the programme strands for UsA's Miami sta- 
tions will, for instance, be for and about 
Generation N—the Latino equivalent of 
Generation X—who express their existential 
discontent in a quite different way from the 
twentysomethings of Seattle. 

By putting together a part-cable, part-broadcast network, Mr 
Diller hopes to exploit the financial weaknesses of both broad- 
cast networks and cable. The networks' problem is that their rat- 
ings are slipping, as those of cable grow. Cable's problem is that 
network advertising—which reaches the entire audience and 
not just the 67% covered by cable—commands a premium of 
5095 per eyeball: advertisers will pay more for the mass than they 
will for fragments. Mr Diller, with broadcast stations to supple- 
ment his cable network, will be able to reach something like 90% 
of the audience. He hopes, therefore, that he can claim some of 
the network premium. 


Fearand loathing in Los Angeles 

Most important, though, is escaping from Hollywood. The costs 
of making programmes there are silly—because of the huge pay- 
ments to the stars, the salaries of technicians, the overmanning. 
"That's just the way LA is organised," says Mr Diller. "Here, there 
is no organisation, so we can make the rules.” He reckons that he 
can make a half-hour drama that would cost $500,000-600,000 
in Hollywood for $80,000-90,000 in Miami. By screening na- 
tionally some of the locally made product, he can put together a 
plausible business plan that needs only a small share of Ameri- 
ca's advertising to succeed. 

Mr Dillers fellow moguls will fall 
about laughing when they hear of his 
plans. Local television is a joke in Amer- 
ica: everybody knows that talent goes 
straight to Los Angeles. Even Mr Diller's 
people admit that it will be tough find- 
ing people to run a television studio in 
Miami. Hollywood is not just the home 
of America's biggest egos: it is also a criti- 
cal mass of creativity. 

But remember: it was not so long ago 
that all of America's cars were made in 
Detroit. Motown became lazy, and peo- 


ing in Detroit was ever the same again. 
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THE ECONOMICS OF ANTITRUST 





The trustbusters’ new tools 


Activist competition policy is back in style. Thank big changes 


in economic thinking 


NY day now, America’s Justice Depart- 
ment will decide whether to pursue a 
sweeping antitrust complaint against 
Microsoft, the giant of the software indus- 
try. It would be the most important compe- 
tition case of the decade—and not just be- 
cause Microsoft's shares are heavily traded 
and its products almost ubiquitous. A case 
against Microsoft, if it winds up in court, 
could well hinge on the new ways that 
economists have found to think about 
competitive behaviour. 

For most of this century, "industrial 
organisation"—the branch of economics 
that studies competition—has been an 
intellectual backwater. But now, as trust- 
busters weigh an unprecedented number 
of mergers (see chart) and all sorts of novel 
business arrangements that would reshape 
industries from publishing to defence and 
accounting to aviation, the intellectual tide 
has turned. The economic ideas of the 
1970s and 1980s argued overwhelmingly 
that government activism in competition 
was often unwarranted and counterpro- 
ductive. Now they are giving way to new 
thinking that justifies tougher antitrust en- 
forcement. That competition authorities 
seem to be casting a more sceptical eye is 
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partly thanks to these fresh ideas. 

Surprisingly perhaps, the controversies 
surrounding Microsoft plough little new 
intellectual ground. Although technophiles 
are prone to assert that advanced technol- 
ogy has changed everything, few new 
antritrust problems are posed by Micro- 
soft's purported sins, which involve mostly 
predation against competitors in a sup- 
posed effort to monopolise parts of the soft- 
ware industry. If advanced technology has 
changed competition policy, it is for an- 
other reason entirely: that computers have 
greatly enhanced economists’ ability to 
crunch numbers and model behaviour. 
The pages that follow describe these new 
techniques and the thinking that lies be- 
hind them. 


Never mind the market 


No matter the issue at hand, economists, 
lawyers and judges are wont to begin their 
analysis of competition by asking a single 
question: what market are we worried 
about? Yet, in one of the most startling 
developments in industrial organisation, 
economists have now concluded that “the 
market" does not necessarily matter. 
Consider the most basic task of trust- 


busters: to keep any firm from exercising 
“market power", the ability to set prices 
higher than competition would allow. In 
the past, economists sought to measure 
market power with the Herfindahl- 
Hirschman Index, which is determined by 
adding the squares of the market shares of 
all firms involved. If the Herfindahl is low, 
there are many competitors and exercising 
market power should be hard; a high 
Herfindahl, on the other hand, was thought 
to warn of a concentrated market in which 
price rises are easier to sustain. 

The Herfindahl's great virtue is its sim- 
plicity. But that virtue masks two shortcom- 
ings. First, there is often no clear way to de- 
fine what market is at stake. In the current 
investigation of the proposed alliance be- 
tween British Airways and American Air- 
lines, for example, the carriers assert that 
the relevant market is travel between the 
United States and Europe (of which their 
combined share is modest) European 
Union officials, on the other hand, have fo- 
cused on travel between the United States 
and Britain (of which their combined share 
is huge). Second, even when the scope ofthe 
market is clear, the relation between the 
Herfindahl and market power is not. Amer- 
ica's soft-drink industry, to take one exam- 
ple, is noted for price competition al- 
though only two firms, Coca-Cola and 
PepsiCo, control three-quarters of sales. 

Frustration with the  Herfindahl's 
failings has led economists in a different 
direction. Instead of calculating market 
shares, they seek to gauge if an arrangement 
such as a merger will drive prices higher 
than they would be otherwise. According to 
Jerry Hausman, an economist at the Massa- 
chusetts Institute of Technology, econo- 
mists can actually model oligopolistic be- 
haviour and predict what will happen if 
the merger goes ahead. This has become 
possible with the spread of two technol- 
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ogies during the past decade: desktop com- 
puters with extraordinary number-crunch- 
ing power and the scanners used at 
retailers' check-outs. 

These techniques were first applied in 
1995, when Interstate Bakeries, America's 
third-largest wholesale baker, proposed to 
buy rival Continental Baking. Instead of ar- 
guing about whether the market for white 
bread is separate from the market for rye, 
the government obtained scanner data 
from a commercial-information company, 
providing weekly details about average 
prices and sales volumes for dozens of dif- 
ferent breads in various cities. 

Thousands of equations later, econo- 
mists from the Department of Justice con- 
cluded that the price of Inter- 
states sliced white — breads 
strongly affected sales of Conti- 
nental's Wonder bread, and vice 
versa, but made little difference 
to sales of other white breads or 
other varieties, such as rye. Hav- 
ing shown that each company's 
brands were the main restraint 
on the other's prices, the authori- 
ties moved to block the merger. In 
the end Interstate met their objec- 
tions by selling some of its 
brands and bakeries. 

The empirical analysis went 
still further with last year's pro- 
posed merger of Staples and Of- 
fice Depot, two chains of office- 
supply "superstores" in America. 
By traditional lights, the merger 
posed no problems, as thousands 
of retailers sell office supplies. 
But when economists hired by 
the Federal Trade Commission (Frc) scruti- 
nised sales prices and quantities for every 
item sold by each chain, the computers 
spotted a pattern: Staples’s prices were 
lower in cities where Office Depot also had 
astore than in cities where it had none. This 
was strong and unexpected evidence that 
the merger would allow Staples to raise 
prices. A court then blocked the merger. 

Some practitioners, such as Greg 
Werden of the Department of Justice, sug- 
gest that when scanner data or similar in- 
formation is available, defining a market 
need no longer be part of antitrust analysis. 
The courts have yet to accept that view. But 
this econometric approach has greatly in- 
fluenced America’s competition authori- 
ties. “It started the agencies focusing on 
stuff that really matters”, says Luke Froeb, 
an economist at Vanderbilt University in 
Tennessee. For the first time, they have the 
ability to predict whether a merger will 
raise prices for consumers. 

That central concern is the legacy of the 
academics from the University of Chicago 
who rebuilt industrial organisation in the 
1970s and 1980s. Chicago's famously free- 
market thinkers defined two principles for 
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competition policy. First, they said, govern- 
ments should stop worrying about size and 
ask only whether a firm can exert market 
power. Second, even if a firm gains market 
power, the effect will usually be temporary, 
because high profits will attract new com- 
petitors. Hence, markets will erode most 
monopolies more quickly and effectively 
than will governments. 


Incontestable 


The Chicago analysis was hugely influen- 
tial. Some of its tenets, such as an insistence 
on rigorous economic analysis and on con- 
sumers’ well-being as the only meaningful 
gauge, are still widely accepted. But these te- 
nets are now supporting judgments that 





are far more interventionist than those that 
went before. 

A decade ago, under Chicago's sway, 
American competition authorities would 
probably have given the bakery and office- 
supply mergers their blessing. In doing so, 
they would also have relied on the theory of 
contestable markets, one of the most 
publicised economic ideas of the 1980s. 
Contestability theory still matters today— 
but in a way that is opposite to its develop- 
ers’ original conception. 

To understand contestability, first re- 
call that monopolies are undesirable be- 
cause they can restrict output and raise 
prices so as to increase their own profitabil- 
ity at the expense of consumers. But econo- 
mists showed in the early 1980s that raising 
prices is not always in a monopolist's inter- 
est, because it may attract other firms to en- 
ter the market. If entry is easy and costless— 
in other words, if the market is "contest- 
able"—a sensible monopolist will forestall 
competition by setting prices as if it were 
operating in a competitive market, and 
there will be no economic harm. 

Contestability theory was conceived 
with telecoms in mind—indeed much of 
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the research was sponsored by American 
Telephone & Telegraph (Ar&r), then fight- 
ing attempts to dismantle its national tele- 
phone monopoly. But the idea was soon 
applied to other industries, notably avia- 
tion. Go ahead and deregulate routes and 
fares, the theory taught, because even if only 
one airline flies on a route, it will keep fares 
low to deter rivals. Contestability offered a 
rationale for easing anti-monopoly rules in 
both America and Britain. 

In the enthusiasm, however, one condi- 
tion was forgotten. For a market to be fully 
contestable, firms must be able to avoid 
large sunk costs. The newcomer must be 
able to make a one-way bet, winning if 
profits are good, but losing nothing if it 
should decide to retreat. 

The real world is not like that. 
A bakery would have to advertise 
its brand in a new market—an in- 
vestment that would be wasted 
were it to back away. A new office- 
supply chain would have to con- 
tinue paying rent even if it were 
to close its shops. As a firm weighs 
whether to sink costs, it knows 
that the high profits that look so 
enticing now will shrink with 
competition. And so, taken to its 
conclusion, contestability theory 
leads to an arresting result: the 
greater the sunk costs, the less the 
incentive for new firms to com- 
pete against an incumbent, 
which therefore can restrict out- 
put and raise prices. 

The belief that firms would 
find clever ways to hinder com- 
petition was one of the original 
motives for anti-monopoly laws. This was a 
threat that the Chicago theorists did not 
take seriously. Their predilection was that 
firms do business in whatever way they 
find most efficient. Other motivations such 
as harming rivals are not likely to maximise 
profits, and are therefore improbable. Rob- 
ert Bork, a Chicago-trained legal scholar, 
was one of the most influential antitrust 
thinkers of the 1970s. He argued that verti- 
cal restraints, such as “tying” (requiring the 
purchaser of one product to buy another) 
and “resale price maintenance" (in which a 
manufacturer tells retailers what they may 
charge) are unlikely ever to lead to higher 
prices and should therefore always be legal. 


Of Bork and brokers 


Mr Bork says his views have not changed— 
even though he is now an adviser to 
Netscape, a software firm that has accused 
Microsoft of predatory behaviour. What 
has changed is the sorts of models game 
theorists employ, which are far richer and 
more complex than those used two decades 
ago. "The Chicago theories assume perfect 
competition or perfect monopoly, and 
nothing in between," says Steven Salop, an 
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economist at Georgetown University Law 
School in Washington, pc. "The post-Chi- 
cago school is based on models of strategic 
competition among oligopolists." 

How, for example, can stockbrokers 
maintain wide spreads between the price 
they pay for shares and the price at which 
they sell them, as occurred until recently on 
America's NASDAQ stockmarket? Simple 
game theory suggests that this kind of be- 
haviour will not persist, because each bro- 
ker will narrow his spread in anticipation 
of another firm doing so first. But as Derek 
Morris, head of Britain's Monopolies and 
Mergers Commission, points out, the 
"game" in that model is "played" only 
once. In the real world, where competitors 
face off again and again, a com- 
pany that violates shared but un- 
stated understandings might face 
retaliation. That makes it disin- 
clined to be a rule-breaker. “The 
static game typically gives you 
non-collusive pricing," Mr Mor- 
ris says. "But once you have a 
time dimension, you have condi- 
tions in which tacit collusion 
may occur." 

Predatory behaviour also 
looks less innocent through the 
lens of sophisticated game the- 
ory. Following the Chicago lead, 
most economists until recently 
viewed it as pro-competitive. In 
its most obvious form, one firm 
charges unrealistically low prices 
to drive another out of the mar- 
ket. Low prices benefit consum- 
ers, went the thinking, and the 
predator rarely sustains monop- 
oly profits for long. 

This reasoning is correct-in some 
cases. Enforcers “really do have to worry 
about scaring off real competition," says 
Jonathan Baker, chief economist at the Frc. 
However, by simulating complex interac- 
tions among firms, economists are able to 
show that predatory pricing may be highly 
profitable. Authorities in both Europe and 
America are studying allegations that big 
airlines slash fares and add seats when a 
discount airline starts service on a given 
route. Such predation would pay off if, by 
establishing a reputation for aggressive 
counter-attacks, a carrier could deter com- 
petition on other routes. This argument has 
yet to be tested in American courts, the eco- 
nomics of predatory pricing is still fairly 
underdeveloped, and there are few theories 
to distinguish desirable price competition 
from undesirable predation. 

In addition, the academics of the Chi- 
cago school failed to identify some other 
kinds of predatory behaviour: 

* Raising rivals' costs. When America's 
Justice Department moved to block the 
merger of two aerospace companies, Lock- 
heed-Martin and Northrop Grumman, on 
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March 23rd, among its concerns was the 
firms’ role as components suppliers for 
other defence contractors. After the merger, 
might not those subsidiaries offer higher 
prices or less advanced products to Lock- 
heed's rivals? In a highly competitive in- 
dustry, the rivals could simply find other 
suppliers. But in an oligopolistic industry, 
the government fears, a dominant Lock- 
heed might be able to get away with preda- 
tory behaviour, forcing up prices for com- 
petitors and thus squeezing their profits. 
The case is now in court. 

* Reducing rivals’ revenues. A different 
sort of predation was behind a Microsoft 
strategy that obliged computer makers to 
pay it a royalty on each machine they sold, 





A. Ne 
bs | 
ie 


, c P 


sap — OA 
into © 


whether or not it carried Microsoft's soft- 
ware. Frederick Warren-Boulton, a Wash- 
ington-based economist and former Justice 
Department official, labels this a *tax" on 
competitors: customers will be unwilling 
to pay much for other firms' software, as 
they must already pay for Microsoft's. 
Microsoft changed its policy in 1995, but a 
current court case, dealing with its efforts to 
undercut Netscape by giving away its Inter- 
net browser, raises similar issues. "This is a 
class of problem that has not been analysed 
before," Mr Warren-Boulton says. 

* Connected markets. The Chicago school 
held that if markets are linked, a firm with a 
monopoly in one cannot boost profits by 
monopolising another. That is no longer 
accepted. If Microsoft monopolises brow- 
sers, economists now argue, it could pre- 
vent competitors such as Netscape from us- 
ing browsers to challenge its dominant 
position in operating software. The Euro- 
pean Union is examining similar issues in 
broadcasting, on the theory that if a firm 
obtains market power in, say, sports pro- 
gramming, it can leverage that into an even 
more profitable market position in pay-rv. 
Martin Cave of Brunel University, near 


London, believes that this idea could open 
up whole new areas of investigation for the 
antitrust authorities. 


No monopoly of wisdom 


None of these types of predation, it is worth 
pointing out, can succeed in a highly com- 
petitive environment of the kind the Chi- 
cago theorists assumed. However, econo- 
mists have concluded that matters are 
different if a firm has already gained a 
dominant position in a market. In that 
case, predation may strengthen the domi- 
nant company’s position and generate 
more profits at the consumers’ expense. 

Economists themselves, of course, are 
no less entrepreneurial than other folk. 
Given prompting, they will 
happly tout the novelty of their 
work. So it is perhaps inevitable 
that some of the ideas now being 
touted as revolutionary insights 
may be less startling or useful 
than advertised. 

One example is network ef- 
fects. The notion is that some 
businesses—Internet access, cred- 
it cards and computer software, 
to name three—differ funda- 
mentally from other economic 
activities because the desire for 
compatibility makes certain 
forms of competition impracti- 
cal or even unwanted. Although 
this sounds dramatic, the conse- 
quences for policy are fairly mi- 
nor and involve old-fashioned 
regulation. The question of how 
to keep the owner of an “essential 
facility”, such as a credit-card ap- 
proval network, from exploiting its mo- 
nopoly power is an old one; the European 
Union’s examination of competition in In- 
ternet access raises questions similar to the 
investigation that led to the break up of 
AT&T by the American authorities. 

The new approach to competition by 
no means heralds a return to the pre-Chi- 
cago days when bigness itself was deemed 
to be an evil. Indeed, it explicitly empha- 
sises market power rather than size, which 
was anyway only ever an unsatisfactory 
proxy. Nor does the new approach mean 
that trustbusters will bring more cases. 
“You still need to prove something bad is 
happening and get customers to complain 
about it,” says Robert Litan, a former anti- 
trust official now with the Brookings Insti- 
tution in Washington. “You can’t make an 
antitrust case out of fancy economic theo- 
ries.” But the fancy theories will, without 
doubt, motivate enforcers to investigate 
business behaviour that hitherto would 
have raised no eyebrows. They will come to 
understand new ways in which businesses 
acquire excessive market power. Consum- 
ers should be grateful. 
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The worst banking 


system in Asia 


BEUING 


China's prime minister, Zhu Rongji, wants to fix the country's 
rotten banks fast. But is he willing to pay the price? 


OMMUNIST China has never had a 
banking crisis. As storms have 
wracked the rest of East Asia, China has 
sailed through with its currency intact and 
its banking system seemingly unscathed. 
But it would be wrong to take that as a sign 
of superiority. Ifthe health of China’s banks 
is measured by the proportion of bad loans 
to good ones, then China’s may be the worst 
banks in Asia. 

Zhu Rongji, whose supremacy in eco- 
nomic affairs was affirmed when he was 
made prime minister in March, seems to 
understand the situation clearly. Last No- 
vember he gathered financial policymak- 
ers in Beijing to persuade them that Asia’s 
crisis had lessons for China. Now, he is 
pushing financial-sector reform with unex- 
pected vigour. But the very process of re- 
form raises the odds of a full-blown bank- 
ing crisis. China may be hard-pressed to 
move the financial system out of its social- 
ist past towards a capitalist future without 
some very difficult times on the way. 

At the moment, the financial system 
still bears many socialist marks. China’s 
currency, the yuan, is only partially con- 
vertible, so bank depositors cannot take 
their money and run for foreign currencies. 
Nor do they have many alternatives for in- 
vestment at home. Though China’s domes- 
tic stockmarkets exploded in size during 
the mid-1990s, they are still tiny as a pro- 
portion of GDP. Fund management is in its 


Slippery slope 
China's big four banks' return on assets 
% 


1987 88 89 90 91 92 93 94 95 96 
Source: Almanac of China's Finance and Banking 
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infancy, and private pen- 
sion schemes do not exist. 
There is not even much ofa 
government-bond market. 
So money just piles up in 
China’s state banks, earn- 
ing unimpressive rates of 
interest: there are no other 
easy ways to save. 

The role of the big four 
state banks has been to suck 
in these cheap deposits 
from households and fun- 
nel them into state enter- 
prises. Nearly four-fifths of 
the state banks’ lending is 
to state companies, a sector 
that accounts for less than 
two-fifths of the country’s 
non-farm economy. But as 
the spread of free-market 
reforms in the industrial 
sector has caused profits at 
State enterprises to col- 
lapse, the returns earned from lending 
have collapsed as well. 

Nicholas Lardy of the Brookings Institu- 
tion, an American think-tank, estimates 
that the big fours return on assets has 
shrunk by five-sixths in the past decade, 
even as lending has soared (see chart). Chi- 
na's banks are among the world's least prof- 
itable. To take a comparison: China's big- 
gest bank, Industrial & Commercial Bank, 
reported a return on assets in 1995 of just 
0.42%. Britain's HSBC, similar in asset size, 
boasted a return on assets of 1.62%. 

Even these official statistics grossly 
overstate the banks’ profitability. All of 
them make inadequate provisions for bad 
loans, allowing them to overstate their in- 
come. And they overstate interest income 
in another way, by claiming interest on un- 
paid loans. 

There is a physical dimension to the 
banks’ woes. They have between them 
150,000 branches, employing nearly 1.7m 
staff. Assets per employee stand at about 
$750,000, making the cost structure at Chi- 
nese banks the world's highest. Even the 
People's Bank of China, the central bank, 





has nearly 2,500 branches, with 190,000 
employees. That is a measure, given the ab- 
sence of an automated payments system in 
China, of the coolie power needed to shift 
quantities of paper money about the coun- 
try in pursuit of the socialist plan. 

The government has found some 270 
billion yuan ($33 billion) to recapitalise the 
big four state banks. A more rigorous sys- 
tem of assessing the riskiness of loans is be- 
ing foisted upon them. Foisted, too, are de- 
mands by the central bank to make new 
loans only on commercial terms. Much 
hope is being placed in information tech- 
nology, both as a means of monitoring risk, 
and of recentralising powers within the 
state banking system that have been lost to 
wayward local branches. 

Though the central bank's governor, 
Dai Xianglong, insisted in late April that 
unrecoverable loans among the state banks 
were no more than 6-796 of assets, the claim 
is not credible. For one thing, China classi- 
fies loans as bad only when the principal 
fails to get repaid, even if the borrower has 
long defaulted on interest payments. Rea- 
sonable estimates put the state banks' non- 
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Watch that loan book 


performing loans at over 20% of assets, or 
1.5 trillion yuan. Nobody knows the real fig- 
ure. And a reckoning is yet to come after a 
wild binge of lending to property develop- 
ers over the past few years. 

All in all, it is hard to believe that Chi- 
na’s state banks—with capital-to-asset ra- 
tios, by the optimistic official reckoning, 
well below the international threshold of 
8%—are not bust several times over. Though 
Mr Dai insists that the 270 billion yuan 
capital injection announced in March will 
be enough to solve their problems, the sum 





appears to be a fraction of what is needed. 
What keeps the banks above water is the be- 
lief among depositors that the state will 
keep them afloat, a belief undermined this 
week, when it became known that main- 
land state banks failed to repay $60m to 
business depositors in Hong Kong. 

The state banks are shy about advertis- 
ing what reform measures they are taking, 
perhaps because these are still few. But the 
Bank of China (the least sick state bank, 
thanks to profitable international opera- 
tions) is starting to hint of its priorities. Zhu 
Min, an adviser to Bank of China’s presi- 
dent, says that the bank has set up a new 
planning department. It has separated the 
credit-approval process from loan-making. 
It is putting in place a centralised pay- 
ments system, and $200m a year is to be 
spent on information technology. Other 
sources say that a new department devoted 
to collecting overdue debts is the pride of 
Wang Xuebing, the bank's president. Now 
muttering within the bank suggests that a 
halving of its 200,000 staff will soon be 
announced. 


Competitors, keep back 


Still, reform of the state banking system is 
likely to fail unless a good measure of com- 
petition is also introduced. A handful of 
small commercial banks have been al- 
lowed to operate nationwide, notably the 


Personality investing 


USH hour on the London under- 
ground. A crowd of commuters is 
rubbing pin-stripes on the packed plat- 
form, staring straight ahead at a poster on 
the tunnel wall to avoid meeting one an- 
other's eyes. Gazing back with a confident 
smirk is Nicola Horlick, a thirty-some- 
thing City of London financier with five 
| children and a seven-figure pay cheque. 
To her onlookers she is known as "super 
woman”, as the British press christened 
her a year ago when she left Deutsche 
Morgan Grenfell, a German investment 
bank, with much fanfare. Now she runs 
an investment fund for Société Générale, 
a French bank with British ambitions. 
"Managed by one of the most impressive 
fund-management teams in the City,” 
boasts the caption beneath the freephone 
number. 

In America such a campaign would 
hardly raise eyebrows. Star managers 
there have long basked in Hollywood-like 
fame, their faces beaming from the maga- 
zine covers of the vast personal-finance 
press. Millions of Americans recognise 
the name and face of Peter Lynch, who 
made Fidelity Magellan fund a house- 
hold name in the 1980s. But in Britain 


and the rest of Europe this sort of hero- 
worship, at least in personal finance, is 
alien. Interesting, then, that marketing 
men are trying to convert the public to the 
cult of personality. 

Britons have already seen the bearded 
face of Richard Branson plugging Virgin- 
branded personal pensions on television 
and the mug-shot of a London pharma- 
cist named Jayesh Manek offering a mu- 
tual fund in the national press Mr 
Manek’s claim to fame is winning a “fan- 
tasy fund" newspaper competition. He 
did not play with real money in that 
game, but his fund has still succeeded in 
raising more than £100m ($165m) since 
its launch in December. 

It may be premature to declare British 
investors star-struck. America's stock- 
picking icons have found fame in a mar- 
ket where experienced investors move 
their money to follow the top performers. 
Most Britons, by contrast, are buying mu- 
tual funds for the first time. “This is a ner- 
vous first step from building-society ac- 
counts into bigger things,” says Laurie 
Austin-Olsen, the head of Publicis Finan- 
cial, a marketing firm. In the wake of a 
scandal over the mis-selling of personal 





Bank of Communications, crric Industrial 
Bank and Minsheng, China’s first private 
bank. Because these banks have no history 
of lending to rotten state industry, they are 
more profitable than the big four. Yet their 
expansion is being held back by the central 
bank for fear that they will eat too much 
into the state banks’ business. 

The 46 foreign bank branches in China 
are even more curtailed. Only a few are al- 
lowed to take local-currency deposits and 
to make local-currency loans. Even then, 
loans may be extended only to foreign 
joint-ventures. No foreign bank is likely to 
make money from such a limited business. 
Zhu Rongji tells foreign bankers impatient 
for these restrictions to be lifted that, if he 
agreed, they would end up blaming him 
when the resulting excess competition 
costs them money. But the real reason for 
delay is that, if foreign banks were allowed 
unfettered access to local deposits, then 
savings would pour out of the state banks, 
threatening their very survival. 

It is this fear that will help place a limit 
on reforms to China’s banking system. 
State banks will shelter behind anti-com- 
petitive walls as, supposedly, they get them- 
selves into trimmer shape. So long as com- 
petition is kept out for a while, say China’s 
leaders, then the big four state banks can 
“grow” out of their problems. 

This a fond—but unrealistic—hope. It 


| 
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Nicola Horlick 


GENERALE 


Does the face add value? 


pensions, savers may be lured less by the 
chance of a quick killing than by the reas- 
surance that they are not about to be 
cheated. “What we try to do is to bring 
approachability and a human face to 
combat fear and mistrust,” says John Ions, 
who designed the campaign around Ms 
Horlick. All well and good—unless the 
face should change employers again. 
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would be far better to admit to the scale of 
the big banks’ problems, write the bad 
loans off and then allow competition to 
flourish. This is particularly true of foreign 
competition, for foreign banks can help in- 
ject not just the capital that China’s bank- 
ing system needs but, perhaps more impor- 
tant, also the banking skills and technology 
it sorely lacks. Encouraging competition 
would exacerbate China’s banking crisis to- 
day. But postponing it will leave an even 
more severe financial crisis looming just 
over the horizon. 





Italian banking 


Cautious 
communion 


ROME 


TEREOTYPES can be misleading. De- 

spite a reputation for impatience, Ital- 
ians are a docile bunch when faced with the 
shoddy and pricey service that their banks 
often provide. Now, bankers believe that 
consolidation will make life easier for their 
long-suffering customers. But the change in 
the air falls short of revolution. 

When the boards of Istituto Bancario 
San Paolo di Torino, a retail bank, and 
Istituto Mobiliare Italiano (1m1), a financial 
conglomerate, agreed to merge on April 
27th, it was Italy’s third big bank merger in 
less than a year. Earlier in April Credito 
Italiano, another retail bank, and Uni- 
credito, a trinity of savings banks, an- 
nounced that they will join forces. Both 
deals were hustled forward by the creation 
of Banca Intesa last year when Cariplo and 
Banco Ambrosiano Veneto, two largish 
northern banks, joined forces. 

The pressure to merge is coming from 
Europe's looming single currency, the euro. 
The problem is that Italy's biggest banks are 





Sorting out the banks 
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midgets compared with the largest in Ger- 
many, France and Britain. That will be true 
even after the latest mergers: with 348 tril- 
lion lire ($196 billion) in assets, San Paolo- 
IMI will be Italy's largest bank by some way, 
but still puny compared with the likes of 
Deutsche Bank or Société Générale. So 
consolidation looks far from over. Marcello 
Sallusti of Giubergia Warburg, a Milan se- 
curities house, says that Italy's largest banks 
still have gaps to plug in their networks. 
San Paolo is thought to be hunting for ac- 
quisitions in central and northeast Italy. 
And Italy's treasury ministry has hung a for- 
sale sign on Banca Nazionale del Lavoro. 
Rivals have been poring over its books, al- 
though many expect it to be bought by INA, 
an insurer. 

There are two notable absentees from 
the current consolidation, Banca Commer- 
ciale Italiana and Banca di Roma. At a re- 
cent presentation to analysts, Banca Com- 
merciale offered a panicky message. Its 
strong wholesale business is vulnerable to 
cherry-picking by big European banks, so it 
would like to team up with a retail bank. 
But having Mediobanca, a bossy Milanese 
investment bank, among its shareholders 
makes it an unattractive partner. The easi- 
est option—if not the best one—would be to 
merge with Banca di Roma, which is also 
linked to Mediobanca. 

Although Italy's banks are at last think- 
ing about efficiency, miracles are unlikely. 
San Paolo-1Mi figures it will face a mere 210 
billion lire in restructuring charges over the 
next three years, hardly a sign of a big shake- 
up. Credito Italiano and Unicredito will 
form a federation with each retaining con- 
siderable autonomy. Paolo Biasi, head of 
the foundation that controls one of the 
three banks in Unicredito, says the founda- 
tion will cut its shareholding and use the 
proceeds “to diversify its portfolio into in- 
vestments with higher returns". So much 
for insider confidence. 





Fund management 


Lesson plans 


NEW YORK 


OTHING is less fashionable in finan- 
cial services than sticking to your 
knitting. While firms in other industries de- 
vote themselves to their core businesses, fi- 
nancial firms have been diversifying as fast 
as they can—commercial banks into invest- 
ment banking, insurers and banks into 
stockbroking, pretty much everybody into 
fund management. One of the most in- 
triguing examples of this impulse has 
passed largely unnoticed: the recent entry 
Of TIAA-CREF, America's largest private pen- 
sion system, into the multi-trillion-dollar 
mutual fund business. 





Captive customers no more 


With $230 billion under management, 
TIAA-CREF is no newcomer to the financial 
markets. Its main equity fund is twice the 
size of Fidelity's Magellan, the largest mu- 
tual fund in America. Its fees are as low as 
any of its rivals, its long-run investment 
record at least as impressive, and the qual- 
ity of its customer service arguably second 
to none. Yet how seriously it intends to pur- 
sue this fine opportunity remains an open 
question. This is because of internal contra- 
dictions that make TIAA-CREF, according to 
John Biggs, its chief executive, "America's 
oddest big financial institution". 

Dating from the formation in 1918 of 
the Teachers Insurance and Annuity Asso- 
ciation,a bond fund which was later joined 
with the College Retirement Equity Fund, 
TIAA-CREFS main purpose is to provide a 
retirement income for educators. Until re- 
cently, when some mutual fund firms start- 
ed to target academia, “the teachers’ fund" 
was the only retirement scheme at many 
universities. Largely free from competitive 
pressure, the non-profit group concentrat- 
ed on service, as its charter requires, provid- 
ing its customers with huge amounts of 
educational material and devoting lots of 
time to dealing with their problems. 

Yet in many respects, TIAA-CREF is run 
like any other money-management busi- 
ness. Although its bosses do not have share 
options to motivate them, their salaries in- 
clude strong incentives to achieve good 
long-term financial results. Mr Biggs 
earned $2.3m in 1996 (including a perfor- 
mance bonus of $1.3m), far more than the 
typical pension-fund boss and greater than 
the $1.9m paid to John Brennan, head of 
the highly profitable Vanguard mutual 
fund company. TIAA-CREF has had no diffi- 
culty recruiting talent, including Wall 
Street big-hitters such as Martin Leibowitz, 
who joined as chief investment officer 
from Salomon Brothers. The uncertainty 
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about its plans for mutual funds lies in how 
far these ambitious managers will be con- 
strained by the historic focus on educators. 

The decision to sell mutual funds was 
triggered by the loss last year of the orga- 
nisation's tax-exempt status, which it en- 
joyed in the first place only because of its 
educational ties. This loss removed a source 
of competitive advantage, but it may have 
been a blessing in disguise. A downside of 
the tax privileges was that TIAA-CREF was 
unable to sell many sorts of financial prod- 
ucts, including mutual funds. Now it can 
give its customers more of what they want. 
It has obtained a thrift licence, enabling it 
to provide trust services. Last autumn it 
launched six mutual funds, available only 
to educators. It is now starting to sell these 
to the general public. 

On the face of it, this decision marks a 
departure. Not so, says Mr Biggs, who ar- 
gues that selling to the public will make it 
easier for TIAA-CREF to gain the scale econo- 
mies it needs to serve its educational cus- 
tomers with low costs and state-of-the-art 
technology. At a stroke, making the mutual 
funds available to all saved money by al- 
lowing TIAA-CREF to abandon its practice 
of checking each applicant's credentials be- 
fore selling to them. 

Whether the commitment to continue 
serving educators is more than lip-service 
remains to be seen. The need to stay com- 
petitive with other fund-management 
firms may force TIAA-CREF to move increas- 
ingly into the mainstream, says Michael 
Lipper of Lipper Analytical, a mutual-fund 
research firm. And some people familiar 
with the organisation say that its top man- 
agers are frustrated: although TIAA-CREF 
manages lots of money, much of this is in 
indexed funds, which does not leave much 
managing to do. Mr Biggs points to the cou- 
ple of hours a day he spends replying to let- 
ters as proof of a commitment to customer 
service, but cynics see it as evidence of time 
on his hands. What better way to fill it than 
to go after Fidelity and the rest? 





Labour markets 


A daft draft 


OMPANIES usually train the workers 
they want to keep. European firms 
may soon face fines unless they train the 
ones they want to fire. That is what a draft 
report for the European Commission rec- 
ommends. Instead of making governments 
pick up the pieces, it argues, companies 
should help workers acquire skills that 
make other firms want to hire them. Not 
surprisingly, employers are unconvinced. 
Economists generally agree with the 
commission that firms do not provide 
much general training. Work three decades 
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Leveraged sell-out 


CHICAGO 


MERICANS follow the stockmarkets 
with a passion. But until lately, that 
passion did not extend to the futures 
markets. This is changing, as Main Street 
is finally discovering Chicago. 

The city’s two big futures exchanges, 
the Chicago Board of Trade and the Chi- 
cago Mercantile Exchange, will be de- 
lighted. Both face an uncertain future. 
The main way they trade—in physical 
"pits"—is under threat from electronic 
trading systems, which are cheaper and 
more efficient. Off-exchange derivatives 
markets, like those for swaps, are grow- 
ing much more quickly than exchange- 
traded markets. Since last June, the price 
of full membership at the Board of Trade 
has fallen by 20%. At the Merc, seat prices 
have fallen by half since 1994. 

The exchanges are pinning their 
hopes on two new, competing products: 
the Merc's E-Mini Standard & Poor's 500- 
stock index future, and the Board of 
Trade's Dow Jones Industrial Average fu- 
tures contract. Both products are sized 
for the retail market. Since their launch 
last October, trading in Dow Jones fu- 











| Come one, come all 








tures has grown more rapidly than any 
contract in the Board of Trade's history. 

One explanation for their popularity 
is that investors get a big bang for their 
buck. Customers of the New York Stock | 
Exchange must stump up cash worth at | 
least 50% of the value of their purchases. | 
The Merc demands a minimum cash | 
payment, or “margin”, of $2,513 for one. 
E-Mini contract—about 5% of the con- 
tract’s underlying value at present. Of 
course, this has disadvantages. Stock- 
market investors will be smarting from 
the s&P 500's 1.9% fall on April 27th. A 
futures investor who had bought E-Mini 
contracts on 5% margin would have lost 
38% of his capital in a single day. 

The Merc has borrowed the market- 
ing techniques of online brokers, includ- 
ing a website offering handy tips on how 
to trade futures. It is also making clever 
use of new technology. Retail orders can | 
be routed electronically to the exchange | 
via brokers. Small orders are executed us- | 
ing an electronic trading system, called | 
Globex, which normally only operates 
once the pits have shut for the day. That 
pares costs—but it also an- | 
noys the "locals", small 
traders who thrive on the 
inefficiencies of pit trad- 
ing. Globex is not yet a 
threat to the Merc's locals, 
but if it were to grow sub- 
stantially, their attitude 
might change. The Board 
of Trade is more circum- 
spect still: it allows auto- 
matic execution of Dow 
Jones contracts only out- 
side pit-trading hours. 








ago by Gary Becker, of the University of Chi- 
cago, asserted that while companies can 
capture the benefit from teaching job-spe- 
cific skills, such as operating a particular 
machine, they have nothing to gain from 
teaching broadly useful skills that make 
their workers more attractive to rival em- 
ployers. The cost of such training should be 
borne by workers themselves, Mr Becker ar- 
gued, because they are able to recapture the 
benefits in the form of higher wages. 

Yet this is not the last word. Recent eco- 
nomic research has supported several the- 
ses as to why firms might find it profitable 
to offer general training. Training may 
boost a company's reputation as a good 
employer and so help it attract good staff. It 
may foster loyalty, because equipping em- 
ployees with skills makes their job pros- 
pects more secure. And, most important, 


when labour markets are not competitive— 
as they rarely are in regulation-bound Eu- 
rope—firms that train may not need to 
match fully workers' increased productiv- 
ity with higher pay. 

To see why, consider new research by 
two economists at the Massachusetts Insti- 
tute of Technology, Daron Acemoglu and 
Jórn-Steffen Pischke. They argue that train- 
ing helps current employers—but not other 
firms—sort out which workers are more 
able. Training, they reason, boosts abler 
workers' productivity more than most. Yet 
because other employers don't know how 
talented they are, their firms need to pay 
them only the going rate in the job market. 
The going rate, in turn, is depressed by the 
fact that most workers looking for jobs are 
less able. So firms pay trained workers 
wages linked to the productivity of less able 
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Preparing for the dole queue 


workers, but earn revenues linked to the 
productivity of abler workers. That makes 
training profitable. 

Whatever the reason, there is a lot of evi- 
dence that firms do provide general train- 


Japan's banking crisis 


FINANCE AND ECONOMICS 


ing. German companies 
take on armies of appren- 
tices. Temp agencies often 
provide free typing and 
computer courses. Even 
hard-nosed investment 
banks lavish fat salaries on 
trainees. Mandating such 
training, however, is likely 
to cause more problems 
than it solves. For the many 
firms that already train 
their workers, it means ex- 
tra costs while the commis- 
sion assesses whether they 
have provided "proper" 
training. And because the 
cost of training workers who become re- 
dundant may deter firms from hiring, the 
end result could be that even more Europe- 
ans get their training in a job centre rather 
than on the job. 





Serious long-term problems 


TOKYO 


The three big credit banks have lost their reason to be 


ISUKE SAKAKIBARA, the voice ofthe Fi- 

nance Ministry, has a habit of shooting 
from the hip. On April 25th, he said that the 
failure of some large Japanese banks is 
*probably unavoidable". Three days later 
Mr Sakakibara "clarified" his remarks: 
"There will be no closures or bankruptcies 
of major banks in the foreseeable future". 
He was closer to the mark the first time. 

That, at least, is the view of regulators at 
the Bank of Japan, the central bank. Offi- 
cials there are particularly worried about 
two of the country's three long-term lend- 
ers, Long Term Credit Bank (LrcB) and Nip- 
pon Credit Bank (NCB). Burdened by bad 
loans, both barely scraped together enough 
capital to squeak past the end of the finan- 
cial year on March 31st. Only the ineffi- 
ciency of Japanese capital markets has kept 
them alive. With more efficient markets 
eliminating that advantage, says a senior 
bureaucrat at the central bank, "neither 
will last long in its present form". Even the 
future of the mighty Industrial Bank of Ja- 
pan (1Bj), the largest of the long-term credit 
banks, looks bleak. 

After the second world war, when NCB 
and LTCB were set up and 18] privatised, the 
role of the long-term banks was to provide 
fixed-rate loans to industry. They raised the 
funds by selling debentures. As the only 
source of long-term finance they gained im- 
mense power. At the start of 1990, 1B] was 
the world's biggest company, with a market 
capitalisation of almost Y16 trillion ($109 
billion). Since then, 1By's market capitalisa- 
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tion has shrivelled to just over Y2 trillion, 
and shares in the other two long-term 
banks have fallen sharply as well. 

The loan portfolios of LTCB and NCB are 
in sorry shape. But their deeper problem is 
their dependence on lending to big compa- 
nies. This is unprofitable for all Japanese 
banks, but there is a further twist for the 
long-term banks. With very few deposits 
they must rely on the capital markets for 
their funds. They can be profitable only by 
borrowing more cheaply than those to 
whom they lend. This is no longer the case. 

The long-term banks' credit ratings 
have declined remorselessly. In 1990, 1B] 
had a rock-solid AAA rating and its two 
competitors were rated only slightly lower. 
Now, Moody's, a credit-rating agency, rates 
paper issued by NCB and LTcB only a notch 
above junk-bond levels. 1Bj's is rated higher, 
but in late March Moody's said that it 
might lower that rating. These downgrades, 
coupled with the fact that Japan's investors 
are finally paying more attention to risk, 
have driven up the interest rates the long- 
term credit banks must pay. 

Some of the credit banks' borrowers 
now have much higher ratings than the 
banks themselves. Moody's rates Tokyo 
Electric Power, the biggest customer of both 
IBJ and LTCB, at AAA. With deregulation en- 
couraging the growth of the corporate- 
bond market, such blue-chip companies 
can raise long-term money directly from in- 
vestors more cheaply than from the banks. 

The full impact of these changes has yet 


to hit the long-term banks. Intriguingly, 
they still sell their new debentures at a 
much higher price than those debentures 
fetch in the secondary market. The reason, 
it appears, is that the Finance Ministry’s 
trust-fund bureau has bought large 
amounts of the new issues to support the 
long-term banks. Some regional banks, es- 
pecially those in which the long-term banks 
have big shareholdings, also seem per- 
suaded of debentures’ virtues. 

Unfortunately for the long-term banks, 
these sources of subsidised financing are 
drying up. The trust-fund bureau has 
stopped buying debentures altogether. And 
regional banks, with financial woes of their 
own, are kicking up a fuss about overpay- 
ing for paper they can buy more cheaply in 
the secondary market. The long-term credit 
banks had only ¥64 trillion of debentures 
outstanding at the end of March, ¥10 tril- 
lion less than a year earlier. 

All three have been trying to wean 
themselves off lending. 1B['s securities arm 
is now Japan's biggest underwriter of cor- 
porate bonds. LTCB has a joint venture to 
do investment banking with Switzerland's 
UBS, and NCB à much woolier one with 
America's Bankers Trust. Deregulation of 
pension-fund management has allowed 
IB] and LTCB to build their asset-manage- 
ment businesses. But profits in these areas 
are too meagre to replace their rapidly 
diminishing lending business, says James 
McGinnis, an analyst at the Tokyo branch 
of Dresdner Kleinwort Benson. Perhaps the 
clearest indication of the long-term credit 
banks' prospects is that the foreign institu- 
tions eager to bulk up in Japan have shown 
no interest in buying one. 





Lending has gone flat 
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A kiwi conundrum 


Unfortunately, that is not its only similarity to East Asia 


EW ZEALAND used to be one of the 


ECONOMICS FOCUS 


| New Zealand's recent economic performance has been called a **miracle". 
| 
| 


rich world’s most protected and 
regulated economies. A decade of reforms 
has transformed it into one of the most 
open and market-minded. It has proba- 
bly the most liberalised financial sector, 
the most flexible labour market, and one 
of the most deregulated business sectors. 
New Zealand also boasts an independent 
central bank committed to price stability 
and a government budget that has been 
in surplus for the past five years. 

Being a paragon of free-market eco- 
nomics and fiscal and monetary pru- 
dence has had its rewards. Economic 
growth has strengthened, inflation is low 
and the jobless rate (6.5%) is below the 
OECD average. The snag is that New Zea- 
land has a giant current-account deficit. 
At 8% of Gpp, New Zealand's deficit is as 
big as those in Thailand before last year’s 
economic crisis and in Mexico just before 
the peso crashed in December 1994. 
Which leaves a difficult question: how 
can a country with such picture-perfect 
policies have such a problem? 

Government officials are at pains to 
explain why New Zealand is not like the 
emerging economies of Asia. They point 
to three main differences. 

* New Zealand, unlike the East Asians, 
has a floating exchange rate. Most Asian 
countries pegged their currencies in some 
way to the American dollar. This pre- 
vented central banks from raising interest 
rates to curb credit expansion as foreign 
capital flooded in, so economies over- 
heated. Pegged rates are also susceptible 
to speculative attack, whereas a floating 
rate can adjust more smoothly to market 
forces. This has happened in New Zea- 
land, where the currency, the kiwi dollar, 
has fallen by 15% in trade-weighted terms 
over the past year. And in sharp contrast 
to Asia, over halfof New Zealand’s foreign 
debt is denominated in its own currency, 
reducing the potential impact of a fall in 
the exchange rate. 

* New Zealand's financial sector is much 
sounder than those in the former Asian 
tigers, where inadequate bank regulation 
and supervision encouraged excessive 
lending to projects with dubious returns. 
* Asia's problems were made worse by 
the lack of transparency in government, 
banks and firms. This concealed the size 
of debts and made it hard for investors to 
assess risks. Transparency has been at the 
heart of many of New Zealand's reforms. 











These arguments are powerful. Never- 
theless, with theslump in Asia hurting de- 
mand for New Zealand's exports, most 
forecasters expect the current-account 
deficit to remain at around 7% of Gpr this 
year and next. Even in a country which 
has run a current-account deficit for 25 
consecutive years, deficits of this magni- 
tude should ring alarm bells. 

Whether a current-account deficit is 
dangerous depends upon why it exists. 
The current-account deficit is, by defini- 
tion, equal to the gap between domestic 


Looking sheepish 
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saving and domestic investment. When 
New Zealand last had a foreign-exchange 
crisis in 1984 (with a current-account defi- 
cit of 9% of Gpp), the main cause was a 
large budget deficit (ie, government dis- 
saving). Now, however, the government 
has a budget surplus, so the current-ac- 
count deficit entirely reflects the saving 
and investment decisions of private indi- 
viduals. So, in theory, today’s deficit is less 
worrying. However, as the Asian crisis 
showed, private firms may still borrow 
more from abroad than is collectively 
prudent, and then capital inflows can 
suddenly dry up. 

To a large extent, New Zealand's cur- 
rent-account deficit is the result of the en- 
thusiasm which foreigners have for in- 
vesting in the country. Thus, ironically, 
the deficit may reflect the success of New 
Zealand's economic reforms. But, as a pa- 
per by Donald Brash, the governor of New 


not the whole story. If the current-account 
deficit were fully explained by foreigners’ 
zeal to invest in New Zealand, then its in- 
terest rates should be at or below those 
abroad. Instead, at around 7% for ten-year _ 
bonds, they are higher. This suggests that | 
foreign investors are partly attracted by | 
high yields, not just good fundamentals. 


Zealand’s central bank, admits*, this is 
| 
| 
| 


Home-grown debts 


Mr Brash argues that high yields reflect | 
strong domestic demand for credit. Eco- | 
nomic reforms have indeed created new | 
investment opportunities, but much of | 
the increased borrowing has been linked 

to a housing boom. Foreign-owned banks 
have borrowed abroad to finance mort- 
gage lending. The ratio of household debt 
to disposable income has risen from 42% | 
in 1990 to almost 90% now. In other 
words a large part ofthe inflow of foreign 
capital has financed higher house prices 
and consumption rather than productive 
investment. To this extent, the deficit is 
unsustainable. 

A sudden outflow of capital, asin East | 
Asia, is unlikely so long as the govern- 
ment maintains its prudent policies. But 
the oEcp and the IMF have warned that 
New Zealand's net foreign debt of more 
than 80% of Gpr (the highest in any rich | 
economy) leaves the country vulnerable. 

The root cause of New Zealand's defi- 
cit is inadequate saving. Household sav- 
ings are miserably low, averaging less 
than 3% of disposable income during the 
past three years. Financial liberalisation _ 
has made it much easier for households . 
to borrow and so discouraged saving. 

The government could try to change 
this in three ways. First, by shifting taxes 
from income to spending it could reduce 

| 
| 





the disincentive to save. Second, it could 
force New Zealanders to save more for old 
age. But in a referendum last year 92% re- 
jected a compulsory retirement savings 
scheme. That leaves the government with 
one last weapon to boost saving: a tighter 
fiscal policy. Its budget surplus has fallen 
from 3% of GDP in 1996 to about 1% this 
year due to tax cuts and higher spending. 
This needs to be reversed. 

Persuading people to save more and 
consume less, of course, is never easy. Per- 
haps it would help to remind New Zea- | 
landers how bleak things looked back be- 
fore their country became a paragon. 


* "New Zealand's Balance of Payments Deficit: Does It | 
Matter?” Reserve Bank of New Zealand Bulletin. March 
quarter, 1998. 
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Sexy sons, dutiful daughters 


Research is revealing that birds control the sexes of their offspring in ways that 


conform neatly with theory 


AS your father a dashing young man, 
and your mother a famous beauty? 
Did your parents have an estate as big as 
Texas or did you grow up in a hovel? Was 
food plentiful, or did you nearly starve? 
Sadly, such things do matter—and not only 
because of social snootiness. For in addi- 
tion to that, improbable as it may seem, the 
answers could theoretically have a bearing 
on whether you are a man or a woman. 
The theory in question is that of sex ra- 
tios. It predicts whether an organism 
should have sons or daughters and is one of 
the most elegant and robust ideas in evolu- 
tionary biology. In its simplest form, it says 
that if all else is equal, the number of indi- 
viduals of each sex in a population should 
be equal too. That is because if one sex is 
rare it will be sought after, and therefore 
more successful at reproducing. Any ge- 
netic change that causes an individual to 
skew its reproductive output towards the 
rarer sex will therefore be favoured by more 
grandchildren—thus spreading the new 
gene throughout the population. 
Sometimes, however, all else is not 
equal. Theoretically, circumstances can 
arise when an individual might wish to 
bias the sex ratio of its offspring one way or 
the other. Suppose there is a large variation 
in the number of offspring fathered by 
males of a particular species (because they 
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try to accumulate harems, or because sexy 
males can sire bastards on females other 
than their regular mates more easily than 
unattractive males can). If so, then females 
living in poor environments or with 
unappetising mates should have daugh- 
ters, because scrawny or ugly sons will be 
unlikely to do well in the mating game. 
Likewise, if it takes more food to rear fe- 
males than males, then parents living in 
territories where the food supply is poor 
should produce more sons than daughters. 
(Conversely, parents living where the food 
supply is abundant should produce more 
daughters than sons.) 


Girls on top 

That is the theory, anyway. And a series of 
recent studies on birds has shown that this 
theory is apparently translated into prac- 
tice. Hans Ellegren and Ben Sheldon, two 
biologists at the University of Uppsala, in 
Sweden, and their colleagues, have demon- 
strated that female collared flycatchers do 
indeed adjust the sex ratios of their broods 
according to the sexiness of their mates. 

In collared flycatchers, male sexiness is 
easy to measure. Each male sports a white 
patch on his forehead, and the larger a 
male's patch, the more attractive the fe- 
males find him. The size of the patch, how- 
ever, varies from year to year. If a male rears 


a large clutch in one breeding season, it re- 
duces the size of his patch in the next—pre- 
sumably because feeding all those chicks 
takes its toll on his fitness. That gave Dr 
Ellegren and Dr Sheldon a way to manipu- 
late the sexiness of males and see what ef- 
fect it had on their output of sons. 

After determining the initial sex ratios 
ofa series of clutches, the researchers added 
or subtracted chicks to increase or decrease 
the fathers workload (a standard trick in 
avian ecology, made possible by the fact 
that parents do not recognise their own 
young until close to the time at which they 
leave the nest). The following year, as ex- 
pected, males that had fed lots of chicks had 
smaller patches; those that had fed few had 
large ones. That year, however, the research- 
ers did not interfere, except to count and 
sex the clutches. Sure enough, they found 
that males with larger forehead patches 
than the year before also fathered more 
sons than they had done the previous year, 
whereas those with smaller forehead 
patches fathered more daughters. 

The theoretical prediction about the ef- 
fects of food supply on sex ratio has also 
been confirmed. A soon-to-be published 
study on zebra finches, by Rebecca Kilner, 
of Cambridge University, compared the 
clutches of finches that had easy access to 
food with those of pairs that had to work 
hard for their rations. The result was that 
the hungry birds were more likely to have 
sons, and the plump ones daughters. 

That makes sense because previous 
work has shown that skinny female zebra 
finches are less likely to survive and repro- 
duce than skinny males—so when re- 
sources are poor, parents should prefer to 
produce sons. Conversely, when the going 
is good, the benefits of producing heavy 
daughters are greater than those of produc- 
ing chunky sons. 

And there may be even more compli- 
cated reasons for preferring one sex of off- 
spring to the other. Christa Mateman, at the 
Netherlands Institute of Ecology, in Het- 
eren, and Jan Komdeur, at the University of 
Groningen, and their colleagues, have dis- 
covered that young female Seychelles war- 
blers sometimes help at their parents’ nest 
for a year or two after they hatch. This can 
be good from the parents' point of view, but 
only ifthey live in luxurious surroundings. 
If food is scarce, then the presence of extra 
mouths offsets the advantage of having a 
nanny or two. 

Sure enough, when a pair lives in a terri- 
tory where food is scarce, it produces sons 
(who rarely hang around to help with their 
younger siblings) Improve the local food 
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A pearing before the next census. | 


genetic game of chicken 


HONG KONG 


T IS no calculated racial insult to call 

China’s chickens “yellow”. According 
to local tradition that colour—in legs, 
beak and feathers—indicates a bird that 
| will be particularly tasty. Folklore does 
. not, however, offer an explanation of why 
this should be so. But modern genetics 
might. For analysing the contribution ofa 
bird's genes to the flavour and 
texture of its flesh is one of the 
principal goals of China's 
chicken genome project. 

This project is being orga- 
nised by Daniel Chan, the head 
of Hong Kong University's zool- 
. ogy department, and his col- 
| league Fred Leung. Their work re- 

lies on two techniques. First, they 
| are working out how the coun- 
try's many breeds of fowl are re- 
lated, using restriction-fragment- 
length polymorphisms (RFLPs). 
_ Second, they are using the differ- 
| ences between those breeds to try 
to locate the genes which con- 
tribute most to the flavour and 
| texture of a bird's meat. 
| RFLP analysis is a form of 
| DNA “fingerprinting”. It uses en- 
| zymes (known as restriction en- 
zymes) that recognise particular short se- 
| quences of the genetic “letters” that make 
| up DNA molecules, and cut those mole- 
cules wherever they find that sequence. 
The lengths of the resulting fragments 
vary according to the number and spac- 
ing of the enzyme-recognised sequences 
along an organism's DNA, and this pat- 
tern varies from individual to individual. 
The more closely related two individ- 





uals are, however, the more similar their 
patterns of fragments will be. That means 
that individual birds can be assigned to 
breeds, and individual breeds to a family 
tree that may, in time, stretch back to the 
domestic chicken's wild ancestor, the Bur- 
mese jungle fowl. 

At the last census of China's chickens, 





The peril of being yellow 


in 1987, the Academy of Agricultural Sci- 
entists recognised about 110 breeds—a 
fair number, but a fall from previous 
years. The Academy relied, however, on 
assigning birds to breeds by charac- 
teristics such as plumage. This years cen- 
sus will employ Dr Chan and his RrLrs, 
and should give a more accurate picture. 
It will thus enable the scientists to pin- 
point which breeds are at risk of disap- 


Dr Chan will also be able to help the | 
Academy decide which of those breeds 
are worth preserving. This is where locat- 
ing the pertinent genes becomes impor- 
tant. Many characteristics that are under 
genetic control (height in people, for ex- 
ample, or flavour and texture in chickens) | 
vary over a range of values. These so- 
called quantitative traits are under the | 
control ofa number of different genes act- 
ing in concert—as opposed to qualitative 
traits such as human eye colour, | 
where a difference in a single 
gene produces a single, sharp 
distinction. The locations (loci, 
in gene-speak) of the genes for 
these traits are therefore known 
as quantitative trait loci (OTL). 

To build up a map ofthe rele- | 
vant chicken OTL, Dr Chan and | 
Dr Leung are correlating their - 
RFLP data with chemical analys- _ 
es of the aromatic compounds 
that give chickens their flavour, 
examinations of the muscle fi- | 
bres that give the meat its texture, 
and—most important—the opin- 
ions of tasting panels that add 
the imprimatur of human pal- 
ates to the process. | 

The result will show which 
patterns of RFLPs are associated 
with the tastiest chickens. The | 
fragments concerned can then be traced 
back to their original chromosomes, 
yielding the approximate locations of the 
genes involved. The upshot of all this will 
be to permit the design of more scientifi- 
cally based breeding programmes that 
can concentrate the maximum number 
of desirable characteristics into a single 
bird. Whether such birds will turn out to | 





be yellow remains to be seen. 





supply, and it switches to producing dau- 
ghters. Indeed, in the best territories pairs 
will not have sons unless there are more 
than two helpers at the nest. 

How mother birds are able to manipu- 
late the sex ratios of their clutches is still un- 
known. Mammals seem less able to per- 
form the trick (which is probably why no 
sex bias has yet been detected in the off- 
spring of Texas ranchers) This suggests 
than it may have something to do with the 
fact that the sex-determining chromosome 
is carried by males in mammals and fe- 
males in birds. That would make it easier 
for female birds to control the sexes of their 
offspring. However, if the evolutionary 
pressures are strong enough, even mamma- 
lian sex ratios might be expected to suc- 
cumb.So, if you care whether you have sons 
or daughters, choose your mate well. 
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The space station 


No business, as usual 


FERT a belated apology. Almost exactly 
a year ago, when The Economist re- 
ported that the November 1997 launch 
date for the first part of the international 
space station had been postponed, we mis- 
takenly wrote that the new date set was Oc- 
tober 1998, instead of June. For this, we are 
sorry. But not very. For in the past few days 
NASA, America's space agency, has admit- 
ted—ever so quietly—what most people in 
the space business were already assuming: 
it is not going to happen in June either. 
"Not before August" is the official line. But 
a more realistic estimate is . . . October. 
The reason is the same as last time. Rus- 
sia’s government cannot pay its space 


agency what it said it would (some $45m 
out ofa total of$300m promised for 1997 is 
outstanding). The agency, therefore, cannot 
pay its contractors. So the contractors have, 
quite reasonably, refused to finish building 
the chief Russian contribution to the sta- 
tion, its service module. 

This is a clever piece of blackmail. The 
13-metre-long (43-foot) cylinder, though the 
third item to be launched, is actually the 
linchpin of the station. Besides holding the 
first set of living quarters and the life-sup- 
port systems for the whole station, it also 
carries the engines needed to keep the sta- 
tion from drifting out of orbit. 

Delaying the service module therefore 
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delays the whole project. It was supposed to 
be launched this December. But a NASA- 
commissioned study chaired by Jay Chab- 
row (an independent aerospace consul- 
tant) and delivered to the agency on April 
21st, predicts that—despite Russian protes- 
tations to the contrary—it will not actually 
be ready before April 1999, thus making the 
early launch of parts one and two pointless. 
This week, American space officials met 
their counterparts in Moscow to discuss the 
matter. By the end of May they and the 
other 15 countries involved expect to ham- 
mer out a new launch schedule. If the 
Chabrow report is right, the schedule will 
probably slip by at least four months. 

That is, assuming that Russia can now 
stump up. But with low commodity prices 
and a projected trade deficit (to say nothing 
of Mr Yeltsin’s unorthodox cabinet reshuf- 
fles), the government could be as poor this 
year as it was last. And though the Russians 
may promise special treatment for the 
space programme, they have already made 
and broken such promises more times than 
anyone cares to remember. 

NASA has planned for this. More than 
two years ago it started work on the “in- 
terim control module" or ICM. If the worst 
happens and the Russian service module is 
never delivered, the ICM could replace it. 
But that would be expensive. Besides the 
$400m price-tag of the ICM itself, introduc- 
ing it would add two years to the pro- 
gramme, which costs $2.1 billion a year. 

And that $2.1 billion is itself a source of 
grief. There is supposed to be a tight cap on 
the annual budget, imposed by President 
Clinton in 1993 to reassure Congress that 
there would be no wild overspending. In 
fact, says Mr Chabrow, the cap is having the 
opposite effect, because NASA has been con- 
sistently over-optimistic about what it can 
achieve with that sum. Work that cannot be 
done one year because the money has run 
out is being deferred to the next, stretching 
the project out and ultimately making it 
cost more. These delays mean that even if 
the service module is eventually delivered, 
the station is still likely to be finished about 
two years later than it should have been, 
and $4.3 billion over budget. 

But Congress is not going to cancel it 
now. That much is clear even to its bitterest 
opponent, Dale Bumpers, the retiring 
Democratic senator from Arkansas who 
has attempted to get the station killed off 
every year since 1992. The politicians there- 
fore face some awkward choices on where 
to find the money. 

At the moment they are not feeling es- 
pecially charitable. In particular, James 
Sensenbrenner, chairman of the House Sci- 
ence Commitee, is annoyed that the station 
has become hog-tied by Russia's inability to 
pay for things, and feels Congress has been 
duped. Involving the Russians in the first 
place helped President Clinton sell the sta- 
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tion to both Congress and the public—with 
promises that it would save money and 
also employ Russian scientists who would 
otherwise be making missiles for Iran. Now 
the savings are turning into extra costs, and 
the Russian space agency is accused of 
(though it denies) helping the Iranians, or 
some such enemy, with their weapons. 

All of which makes American legisla- 
tors particularly unwilling to grant the ex- 
tra money that NASA, quite truthfully, says 
it needs to keep the programme going. Un- 
til recently, one way the space agency dealt 
with overspending was by shifting bits of 
its budget around. Half a billion dollars 
meant for science experiments on board 
the station have already been siphoned off 
for construction instead. Congress has now 
restricted this sort of thing. But unless it 
feels like finding extra money over and 
above the presidential price-cap, other 
NASA research programmes may well have 
to be strangled to pay for the station. 








Landmines 


Clearing the 
killing fields 


AUCKLAND 


VERY 20 minutes or so, someone some- 

where is killed or injured by a 
landmine. According to the United Na- 
tions more than 110m buried mines are left 
over from the 20th centurys numerous 
wars—most of them in poor countries such 
as Afghanistan, Angola and Cambodia 
which can ill afford the cost of removing 
them. And even when cost is no object, de- 
tecting a modern mine is tricky. It often 
consists of little more than a plastic cylin- 
der packed with explosives and a fuse, and 
this cylinder may be as small as a can of 
flaked tuna. 

Such plastic mines cannot be located 
with metal detectors. Nor are the alterna- 
tives much better. Dogs trained to sniff out 


mines quickly tire of the task. Large-scale 
demining machines, such as ploughs, 
heavy rollers and chain flails, remove, at 
best, 8096 of the mines in an area—and also 
have a tendency to scatter the ones they 
miss. Generally, therefore, it comes back to 
the laborious and dangerous process of do- 
ing it by hand. This involves prodding the 
ground every few centimetres with a metal 
probe or a bayonet, and hoping nothing 
blows up in your face. 

Lawrence Carter, an electrical engineer 
at the University of Auckland in New Zea- 
land, hopes to change all that. He has devel- 
oped a way of detecting mines that de- 
pends not on what they contain, but on 
what they do not contain, namely water. 
His method relies on an effect that can be 
observed every time a plastic bowl of food 
is placed in a microwave oven: the food 
heats up because it contains water, but the 
container, which is dry, remains cool. Simi- 
larly, microwaves directed at the ground 
around a landmine heat the water-bearing 
soil, but not the mine. Using 
infra-red detectors, it is then 
possible to "see" the buried 
mine, which appears as a cold 
spot on the surface. 

Dr Carter and his graduate 
students have been experi- 
menting with a dummy mine 
in a cake tin full of sand. They 
have found that heating the 
sand for about 90 seconds 
with a microwave generator 
(known as a magnetron) de- 
signed for a household micro- 
wave oven produces a ther- 
mal image that is detectable 
for 15-20 minutes. Since oven 
magnetrons are already mass- 
produced, the researchers 
hope to be able to design a relatively cheap 
and practical detector around them. 

The team is now in the early stages of 
designing and testing prototypes of such a 
detector. The first plan is to create a mobile 
robot. This would carry one or more mag- 
netrons, together with an infra-red camera 
that is linked to a video monitor in a place 
ofsafety. The second idea is a device similar 
to a metal detector—a single magnetron on 
a hand-held boom. In this case the operator 
would wear goggles that convert infra-red 
light into an image that the eye can per- 
ceive. In either event, Dr Carter hopes to 
keep the total cost below $NZ10,000 (about 
$5,500) per unit. Although that is two to 
three times the cost of a metal detector, it is 
less than the price of the fancy explosive- 
sniffing equipment that is the main rival 
technology being developed for detecting 
metal-free mines. With luck, mass produc- 
tion might bring the price down somewhat. 
In any case, it looks like a small price to pay 
for life and limb. 
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MSc Finance 


The 10 month full-time course offers you: 


Ye tot 


A broad based degree to optimise 
your Career Opportunities 


An in-depth understanding of the theory 
of finance and its practical applications 
and relevance to the real world 


Strong links with world-class practitioners working 
in financial institutions in the City of London 


Excellent quality of teaching by a large 
internationally renowned faculty 


CITY UNIVERSITY 


The British business school located 
in an international financial centre 


FIND OUT MORE 


AMBA Fair London 


Open Day 


I1 May’ 
14 May ' 
Business School 17 June ' 


Business School 
Open Day 


Open Day Business School 8 July ' 


Tel: +44 (0)171 477 8660 
x +44 (0)171 477 8648 


e-mail: mscfin@city.ac.uk 
http://www.city.ac.uk/cubs 


University 
BUSINESS SCHOOL 


TEACHING AND RESEARCH EXCELLENCE IN LONDON 


Frobisher Crescent. 
Barbican Centre 
London EC2Y SHB 








The Ministry of Agriculture, Fisheries and Food 


FORTHCOMING ECONOMIC 
POLICY EVALUATIONS 


MAFF ts inviting expressions of interest for a number of 
forthcoming economic evaluations of its policies. A free booklet 
setting out details of the policies which are expected to be 
evaluated, with a brief description of the research entailed plus 
details of MAFF's commissioning arrangements and a form 
on which to register expressions of interest, is available 
from the address below or on MAFF's Web Site 
(http://www.maff.gov.uk ). 


The provisional list of policies to be evaluated is as follows: 


Disposal of Dredged Waste at Sea 
Horticultural Development Council 
Farm Animal Welfare Policy 
Countryside Stewardship Scheme 
MAFF's Contract with ATB Landbase 
MAFF's Energy Efficiency Policy 
Sheep Annual Premium Scheme 


All expressions of interest must be received in MAFF by 5pm 
on Friday 22 May 1998, 


Applications for the booklet, quoting Ref. HX 1555 EC, 
should be made in writing to: 

MAFF, Economics (Resource Use) Division, Room 524, 
Whitehall Place (West Block), London, SW14A 2HH. 

Fax: 0171 270 8558. 
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double as your laptop bag. 
Your laptop's protected by 
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The wizards of Oz come of age 


SYDNEY 


Australian artists are at last shaking off their **cultural cringe” 


NE recent summer's night in central 

Sydney, the park was filled with peo- 
ple, all of them out to see Tropfest, one of 
Australia’s fastest-growing film festivals. 
The festival was started five years ago by a 
Sydney actor called John Polson who 
begged his local coffee shop, the Tropicana, 
to let him show a short film that he had 
made. The makeshift event proved so pop- 
ular that Mr Polson urged other young film 
makers to do the same, and the following 
year 1,500 people crammed into the 
Tropicana to watch two dozen short films. 

By last year, the festival had grown so 
big that it had to move to the nearby park. 
And at the latest festival this Australian 
summer, 25,000 people watched 17 films 
chosen from 346 entries. Another 10,000 
watched them live via satellite at coffee 
shops in Melbourne, Adelaide, Brisbane 
and Perth. Next year, says Mr Polson, he 
plans to beam Tropfest live to London, and 
to encourage British film makers to enter. 

The festival is one sign of how Austra- 
lia's film industry is booming. The box-of- 
fice take at the country's cinemas increased 
for the tenth consecutive year in 1997, by 
8.7% to $409m, and Variety, the American 
film-industry bible, is impressed by the 
breadth and depth of the country's film- 
making talent. Under the heading "Aussie 
helmers create thunder Down Under’, it re- 
ported recently that at least 25 Australian 
film directors are making their debuts on 
feature films that are due to be released, or 
set to roll, this year. 

Australians now are just as likely to go 
to à good Australian film as they are to stay 
away from a mediocre American or Euro- 
pean one. The latest example is "The Cas- 
tle", a suburban comedy made for less than 
$500,000. In 1997, it took $7m at the Aus- 
tralian box-office, more than any other do- 
mestic film that year. Miramax, an Ameri- 
can distributor, bought "The Castle" 
recently for $6m. 

It's the same thing with novels. Stories 
by new writers currently attracting atten- 
tion include Delia Falconer's “The Service 
of Clouds" (Farrar, Straus and Giroux; 322 
pages; $23) Richard Flanagan's “The 
Sound of One Hand Clapping" (Picador; 
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425 pages; £14.99), and Antonella Gam- 
botto’s “The Pure Weight of the Heart” 
(Phoenix House; 357 pages; £16.99). 

This is a huge change from the country 
left behind by the “famous four"—author 
lan Britain's term for four of its most prom- 
inent expatriates in "Once an Australian" 
(Oxford University Press; 290 pages; 
£19.95): Barry Humphries (who left in 1959), 
Clive James (new year's eve 1961), Germaine 
Greer (1964), and Robert Hughes (1964). 
Australia at that time, far into the reign ofa 
long-serving conservative prime minister, 
Robert Menzies, was still in the grip of the 
"cultural cringe". 

Arthur Phillips, an Australian writer, 
coined the term cultural cringe 48 years 
ago. Writing in Meanjin, a literary maga- 
zine, he decried Australia's "inability to es- 
cape needless comparisons" with Britain: 
"Above all our writers—and other artists— 
looms the intimidating mass of Anglo- 
Saxon culture. Such a situation almost inev- 
itably produces the characteristic Austra- 
lian cultural cringe.” To Phillips, “a 
cringing culture cannot be a healthy cul- 
ture”. He warned young people: “The label 
‘overseas’ is no warrant of excellence.” 


Few took any notice of him then. In the 
1950s, ships loaded with British immi- 
grants heading for Australia—the “£10 
Poms"—passed ships loaded with Austra- 
lia's best creative minds headed for Lon- 
don. The few who returned down under 
tended to suffer, like the Australian broad- 
caster whom Meanjin described in 1951 as 
having “a permanent crick in the neck 
through trying to keep her eyes turned 
backwards towards England". 

The cringe was a colonial hangover in à 
stultifyingly conservative Anglo-Celtic 
country blighted by the tyranny of distance, 
where governments of neither political hue 
encouraged Australian artists to speak with 
their own voice. Australians who wanted to 
study their own literature at university, for 
instance, could not do so until 1962, when 
the University of Sydney set up the first full 
chair in Australian literature. 

The renaissance came in the late 1960s 
and early 1970s, driven by a new genera- 
tion who were able to push governments 
into changing their tune on the issue of 
public patronage for home-grown writers, 
actors, singers, directors and dancers. Be- 
tween 1971 and 1991, the number of arts 
organisations in Australia exploded from 
180 to around 900. 

Their output has overturned the old 
Australian attitude of instinctively dismiss- 
ing Australian works as inferior. The emer- 
gence of successful Aboriginal perfor- 
mance groups, such as the Bangarra Dance 
Theatre, has also forced Australians to re- 
define their cultural boundaries beyond 
their narrowly derivative Anglo-Celtic 





Film director Peter Weir was one who showed the way 
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roots. And in the wake of all this has come 
international recognition of the sort that 
Australia had never had. The National In- 
stitute of Dramatic Art, founded in 1960, 
counts among its graduates the actors Judy 
Davis and Mel Gibson, and the director Baz 
Luhrmann, best known for the film 
"Strictly Ballroom". 

Some of the earlier generation of ex- 
patriates remain unforgiving to their home 
country. Jill Ker Conway, whose book "The 
Road From Coorain" is a moving account 
of growing up in outback New South 
Wales, left Australia in 1960 for an aca- 
demic life in America. In a book tellingly 
titled "True North" (1994), she writes that 
she was "pushed out" of Australia by, 
among other things, "frustration with the 
culture I was born in". 

But writers from that era who have 
since returned have been more prepared to 
acknowledge that a culture that rejected 
them then can welcome them now. Glenda 
Adams, a novelist who left Sydney for New 
York in 1962 and returned in 1990, believes 
the cultural cringe was not entirely a bad 
thing. She says, "It actually represents an 
awareness of another world, which you 
don't find in America." 


Is the cultural cringe now well and truly 
dead? It is a question that Australians will 
be asking as they approach a series of mile- 
stones in their history, all of them related to 
their cultural identity. Next year, a referen- 
dum will be held on breaking the last con- 
stitutional link with Britain—the monar- 
chy—and becoming a republic. In 2000, 
Sydney will stage the Olympic Games and 
an associated cultural festival. The follow- 
ing year Australia will mark the centenary 
of its federation. None of these events 
would appear to allow, as Mr Polson puts it, 
^making an apology for who you are". 

Robyn Archer, who is the artistic direc- 
tor of the Adelaide Festival, the country's 
largest cultural showcase, is convinced that 
Australia will not finally put the cultural 
cringe to rest until (and unless) its people 
vote yes in next year's referendum on a re- 
public. That will be a significant moment, 
she says, "because we will no longer feel 
psychologically dependent on the mother- 
land". Even so, she reckons her country has 
long since done what Arthur Phillips 
hoped it would do to counteract the cringe. 
“Not the strut,” he pleaded in 1950. “But a 
relaxed erectness of carriage." 





Schoenberg 


Rehoused 


VIENNA 


ITH the millennium nigh, Central 

Europe is aburst with tributes to its 
outstanding fin de siécle artistry. Over the 
past few months, several museums, exhi- 
bitions and galleries dedicated to 
Mitteleuropa's finest have been opened. In 
Prague, the Alphonse Mucha Museum fea- 
tures works by that Czech Art Nouveau 
master, whilst on the other side of town at 
the Centre of Modern and Contemporary 
Art there is a big exhibition devoted to the 
pioneering abstract art of another Czech, 
Frantisek Kupka. Meanwhile in Budapest, 
a retrospective show of the work of the "fa- 
ther of Hungarian Art Nouveau", Jozsef 
Rippl-Ronai, is pulling big crowds into the 
National Gallery. 

But perhaps historically the most sig- 
nificant new collection for the region is to 
be found at the new Arnold Schoenberg 
Centre in Vienna, the city ofthe composer's 
birth and the place where he developed 
one of his greatest contributions to music— 





Tomb warp 


ISTANBUL 


HE inhabitants of Asia Minor knew a 

thing or two about building mausole- 
ums. The one that they constructed in 
Halicarnassus(present-day death-defying 
Bodrum) for a 4th-century-BC satrap, 
Mausolos, was among the 
seven wonders of the an- 
cient world. Little of it re- 
mains, but it did at least 
leave behind a word in the 
English language. 

Which is more than Asia 
Minor’s latest mausoleum is 
likely to leave for future gen- 
erations. Built within lead- 
poisoning range of one of Is- 
tanbul’s busiest roads, the 
eight-pronged tower com- 
memorating the life of 
Turgut Ozal, Turkey’s leader 
for most of the 1980s, 
opened to the general public 
on April 17th. For many, 
Ozal’s mausoleum is more 
likely to recall another an- 
cient character from here- 
abouts, the god Priapus. 

Its unlovely eight struts are, says its ar- 
chitect, Yilmaz Sanli, meant to symbolise 
Ozal’s ascent heavenwards; the single 
sphere that Mr Sanli has suspended from 
it(on the urging of Ozal’s widow) is meant 





to evoke the dead man’s role as a world 
statesman; and the crescent topping is a 
reminder to Turks that their former lead- 
er was a mosque-goer. 

Most of them have forgotten that the 
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Mausolos's tomb takes some beating 


words of the Prophet contain enough in- 
junctions against ostentatious burials to 
make clear that headstones, let alone 
mausoleums, are out for the truly devout. 
In today's secular Turkey, people can still 
be heard murmuring a prayer as they pass 





the lavish tombs which the early Ottoman 
sultans liked to build. They are less con- 
cerned to pay respects to their former rul- 
ers than to honour their status as Caliph, 
head of the Islamic faith. Likewise they 
flock to the mausoleum of Jalal-ud-din 
Rumi, one of Islam’s most venerated mys- 
tics, ignoring on their way the secular 
mausoleums erected en masse by their 
Seljuk ancestors. 

While pious Turks like 
the way that Ozal eased reli- 
gion into public life, they 
will be hard pushed to turn 
this controversial bon viveur 
into a religious figurehead, 
still less his motorway tomb 
into a site of pilgrimage. The 
tomb of another ex-prime 
minister, Adnan Menderes, 
lies largely neglected on an 
adjacent plot. 

Ironically, the final rest- 
ing place of Kemal Ataturk 
in Ankara invests the mem- 
ory of Turkey's secular 
founder with more of the | 
awe reserved for people of 
spiritual significance. Part 
shrine and part museum, its 
design is more reminiscent of the neo- 
classicism of Hitlers architect, Albert 
Speer, than the tomb towers of ancient 





Anatolia. But its absence of religious im- 


agery makes visiting it no less of a pil- 
grimage for modern-day Turks. 
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the 12-tone system of composition. 

The centre, whose start-up costs have 
been met mainly by the city authority and 
the federal government, is designed for ev- 
erybody from scholars to people simply cu- 
rious about Schoenberg. It contains not 
only the composer's archives, but also a lec- 
ture and performance hall for 200 people, a 
library with some 10,000 books about 
Schoenberg and his musical influence, a 
lecture hall for students studying 
Schoenberg at Vienna’s Academy of Music, 
and even a replica of the composer's last 
study in Los Angeles—complete with its 
original furniture. 

Located in the spruced-up, 80-year-old 
Palais Fanto, just off the Austrian capital's 
grand Schwarzenbergplatz, the centre is in 
a building that “Schoenberg probably 
passed many times when it was originally 
under construction in 1917 and 1918,” says 
Christian Meyer, secretary-general of the 
centre. “He had many concerts at the 
Konzerthaus down the road.” 

But the Palais Fanto is not the first 
home for the archives. Until recently, they 
were part of the Schoenberg Institute at the 
University of Southern California in Los 
Angeles, the city in which the composer 
spent the later part of his life and where he 
died in 1951. In 1996, however, Schoen- 
bergs children, Ronald, Lawrence and 
Nuria, successfully sued the university for 
neglecting its contract with the institute. Af- 
ter losing the lawsuit, the university had to 
spend $250,000 to ship the Schoenberg In- 
stitute's contents to a new home. 

Before Vienna was chosen, the 
Schoenberg family received proposals 
from other cities eager to have the collec- 
tion. "Offers came in from Berlin, The 
Hague and New York," says Nuria Schoen- 
berg Nono. “But my brothers and I ulti- 
mately decided we should bring everything 
back to where my father was born." 

And this despite the fact that 
Schoenberg fled Nazi persecution in the 
1930s. "This is not a factor now," says Ms 
Schoenberg Nono. “We think he belongs 
here. We are returning to young people and 
to future generations what had been taken 
away from them. It is part of their heritage.” 
That heritage includes hundreds of the 
composers letters to, among others, 
Thomas Mann and Wassily Kandinsky. 

To mark the opening of the centre in 
mid-March, a week-long festival was held 
in the city. The Vienna Philharmonic was 
among those performing works by the com- 
poser that included “Verklarte Nacht" and 
"Erwartung". "The opening was better than 
I could ever have imagined,” says Ms 
Schoenberg Nono. Her nephew Randol 
(like other family members’, his name is an 
anagram of Arnold) goes even further: “Vi- 
enna really knows how to treat its dead 
composers,” he enthuses. 
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Tricky situations 
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Of all the ideological “isms” competing for Parisian students’ attention in the 
heady days of May 1968, none was more pervasive than situationism 


AOISM and Trotskyism were trendy 

in the Quartier Latin; and hedonis- 

tic anarchism prevailed at the newly-built 

University of Nanterre where Daniel Cohn- 

Bendit and his group of enragés threw to- 

matoes at fashionable left-wing professors 

and laid siege to the female students’ 
residences. 

Like Moliére's Monsieur Jourdain, who 
spoke prose without knowing it, Mr Cohn- 
Bendit and his pals were all situationists 
without quite realising it. According to Guy 
Debord, around whom the fragile move- 
ment circled, a situationist is “one who en- 
gages in the construction of situations". 
When students turned the boulevard Saint 
Michel into a lecture hall or invited work- 
ers into the Sorbonne to set up Workers' 
Councils, they were being situationists. 

Situationist graffiti scrawled on the 
Sorbonne walls (which were copied down 
by members of the staff and are now in 
print: "Sorbonne 68: Graffiti", Editions 
Verticales; FFr68) proclaimed “Ne travail- 
lez jamais" (Never work) and “Il est interdit 
d'interdire" (It is forbidden to forbid). In his 
essay "Guy Debord ou la beauté du Néga- 
tif" (Mille et Une Nuits; FFr10), Shigenobu 
Gonzalvez writes: "The situationists were 
funny, provoking, irreverent. They offered a 
refreshing contrast with the gauchistes." 

Situationism emerged as a movement 
in the mid 1950s and rapidly went into de- 
cline after 1968. Members were expelled al- 
most as fast as they joined and never 
amounted to more than a few dozen. Its ar- 


tistic roots lay in surrealism, its philosophi- 
cal ones in existentialism, even though 
Debord spat on both. He had little patience 
with Sartre and other intellectuals who 
adopted anti-establishment poses while 
enjoying the perks of fame. He dismissed a 
top film maker, Jean-Luc Godard, as an 
"offspring of Mao and Coca Cola". 

Perusal of L’Internationale situation- 
niste, a periodical written by Debord and a 
clutch of friends between 1958 and 1969 
(which is now available in a single hefty 
volume from Fayard; FFr180), shows how 
situationism appealed to the students of 
1968. A key idea was subversiveness. Every- 
thing could be subverted: authority and its 
representatives, of course, be they politi- 
cians, parents, trade unions or trendy intel- 
lectuals, but also behaviour and art forms. 

Another notion dear to the situationists 
was dérive ("drifting") which they explored 
essentially in terms of urban landscapes. 
People like Asger Jorn, a Danish artist, pro- 
posed to redesign cities so that they had 
separate bizarre, happy, sinister, tragic and 
useful quarters that people could drift in 
and out of. 

This situationist "psychogeography" is 
enjoying a revival among architects who 
are using dérive as a means of investigating 
urban space. An American architect, Libero 
Andreotti, traces the situationists' influ- 
ence in structures such as the Paris Pompi- 
dou Centre. Bernard Tschumi, who de- 
signed the Parc de la Villette on the site of 
Paris’s old slaughter-houses, claims situ- 
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ationist affiliations. And a recent exhi- 
bition in Vienna celebrated the situation- 
ists’ dynamic approach to architecture. 
Dérive informs the style of Debord's 
autobiographical "Panégyriques" in which 
he retraces his Parisian youth in the early 
1950s in the company of poets, rebels and 
the odd murderer. Born in 1931, Debord in- 
herited a small income from his father and 
never had a job in his life—he would have 
been outraged at the idea. Mostly he 
sponged on wealthy fellow situationists 
such as Gérard Lebovici, a French publisher 
who was mysteriously murdered in 1984. 


In 1952 Debord provoked a scandal 
with *Hurlements en faveur de Sade", a 
patchwork film of black and blank screens 
with a soundtrack that alternated silence 
and a “collage” of quotations. But he was 
essentially a theoretician who wrote and 
lectured extensively. Some of his slogans 
were taken up after he committed suicide 
in 1994 by a few far-right French writers 
and British singers who briefly posed as 
situationists. But Debord's finest hour was 
in May 1968 on the streets of Paris when for 
a brief moment his philosophy suited the 
situation perfectly. 





An insider's account of America's Supreme Court 


Legitimate inquiry? 


CLOSED CHAMBERS: THE First EYEWITNESS ACCOUNT OF THE EPIC STRUGGLES INSIDE THE SU- 
PREME Court. By Edward Lazarus. Times Books; §92 pages; $27.50 


F THE messenger is tainted, must you ig- 

nore his message? This is one of two in- 
teresting questions raised by Edward Laza- 
rus’s book about America’s Supreme Court. 
But the other is far more important. Over 
the past ten years, has the court become so 
riven by ideological differences that its very 
legitimacy is under threat? 

It is the first, less important 
question which has already re- 
ceived the most attention in 
American reviews of Mr Laza- 
rus’s revelations. Some lawyers 
and judges have been enraged 
that this young man, a clerk to 
Justice Harry Blackmun in 
1988-89, has broken the pledge 
of secrecy that all clerks take 
when they join the court. These 
clerks, the brightest recent grad- 
uates of top law schools, usually 
serve for only a year. They none- 
theless play a key role. They re- 
search and draft most opinions 
issued by the nine justices and 
sometimes, Mr Lazarus claims, 
exercise great influence. Clerks 
have always leaked to select 
journalists. “The Brethren”, a 
similar “inside” account of the 
Supreme Court, published in 
1980, was mostly based on con- 
versations with ex-clerks. But 
Mr Lazarus boasts that his is the 
“first eyewitness account”. 

His critics have a point: this is an act of 
betrayal (as, of course, is the leaking). Mr 
Lazarus defends himself by saying that he 
does not report anything that he knows 
solely from his time on the court. He has 
confirmed everything independently in in- 
terviews with others, or from published 
documents. But this is a feeble dodge. A bet- 
ter defence would be that, as one of the 
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three branches of the federal government, 
the Supreme Court should be open to the 
same scrutiny as the other two, and that 
pledges of secrecy should be broken if that 
is in the public interest. 

Even here, though, Mr Lazarus would 
not be on firm ground. His tales of cabals, 
conspiracies and punch-ups among clerks, 





and his tittle-tattle about justices is fasci- 
nating. It will help him reach a wide audi- 
ence. But what is interesting to the public is 
not necessarily in the public interest. The 
justices' reasoning on every case is studied 
by armies of lawyers, judges and commen- 
tators. Everybody has known for decades 
that a gulf between conservatives and liber- 
als has divided the court, and anybody who 
has followed the court's zigzags over this pe- 


riod will have guessed that the exchanges 
between the two factions often became a 
dialogue of the deaf, rather than a debate. 

With each justice subscribing in public 
not only to a conclusion, but also to the rea- 
soning leading to it in nearly every case, the 
court's deliberations are in the most impor- 
tant sense already public. Mr Lazarus's re- 
velations uncover no wrongdoing, and so 
do not justify his betrayal of trust. If every 
clerk followed his example, the court prob- 
ably could not function. 

Despite this, Mr Lazarus does a superb 
job of arguing his main point: that the in- 
cessant ideological strife between the jus- 
tices has damaged the court's performance 
and its standing. He chronicles the pro- 
longed struggles over three issues in par- 
ticular: abortion, the death penalty and ra- 
cial discrimination. As a result, legal 
doctrine in these areas has been left com- 
plex, uncertain and confused. ! 

Mr Lazarus, though a self-confessed lib- 
eral, tries to apportion blame equally to 
both sides. Conservative justices have ada- 
mantly refused to accept Roe v Wade, the 
1973 ruling that anti-abortion laws were 
unconstitutional. They have tried to nar- 
row the scope of the decision at every 
opportunity, even after it became clear that 
they could not muster the five votes needed 
to overturn it. Similarly, two late liberal jus- 
tices, William Brennan and 
Thurgood Marshall, adamantly 
refused to accept the view of the 
majority that the death penalty 
is constitutional, infuriating 
the conservatives by voting me- 
chanically to review every sen- 
tence and stay every execution. 
The struggle over affirmative ac- 
tion and other aspects of race 
continues unabated. 

In their efforts to win these 
battles, both sides have blithely 
abandoned respect for legal 
precedent, accused fellow jus- 
tices of bad faith, and outlined 
what they thought were sharply 
contrasting theories of constitu- 
tional interpretation and the 
proper role of the court itself. 
Too often both sides have de- 
ployed any argument to hand 
in order to achieve victory, 
sending contradictory signals 
to lower courts and lawyers 
across the land. 

Mr Lazarus is right to say that this has 
weakened the court's authority. He is 
wrong to think that its recent troubles 
threaten the court itself. It has been through 
many periods of uncertainty and divi- 
sion—usually reflecting divisions in Amer- 
ica itself—and then regained its stature. Mr 
Lazarus's critique of the court's perfor- 
mance is powerful. But it is not an epitaph. 
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Trevor Huddleston 


HE devil does not always 

have the best tunes. In South 
Africa the names of Sophiatown, 
the Community of the Resurrec- 
tion and Huddleston ring with 
godly virtue, while the devil was 
left with ugly Afrikaans sounds 
such as apartheid, Verwoerd 
and the Nederduitsch Herv- 
ormde Kerk. There was no 
doubting which side was God’s. 
And when Trevor Huddleston 
spoke, however firmly, he 
sounded almost the caricature 
of the kindly, cultivated English 
vicar who might join you for tea 
on the lawn after croquet. Tall, 
pale and sweet-faced, he seemed 
an unlikely champion of poor, 
black South Africa against the 
bully boys of the South African 
police. 

He was not the only white 
Christian cleric to take on the 
apartheid state. The names of 
Michael Scott, Denis Hurley and 
John Collins are also in the an- 
nals of the struggle for African 
freedom, but Bishop Huddles- 
ton is probably the best known. 
His integrity, passion and ur- 
gency converted many in mid- 
dle England and elsewhere to 
shun that bottle of Cape wine or 
leave those Outspan oranges on 
the supermarket shelf as a ges- 
ture against apartheid. 

It was an achievement well 
recognised by the African Na- 
tional Congress. Trevor Huddleston was awarded the ANC's 
highest honour, and in 1991, at the ANC's first conference after 
the release of Nelson Mandela, he was invited to make the open- 
ing speech. These honours he valued more highly than the 
knighthood Britain awarded to him last year. 


Conversion in the hopfields 

He came from a religious family (the family tree includes a Ro- 
man Catholic priest who helped Charles II escape after the battle 
of Worcester in 1651). His formal education was at an English 
private school and Oxford, and he became a radical while work- 
ing as a student among London's poor, picking hops in Kent. He 


was ordained an Anglican priest and joined the Community of 


the Resurrection, a monastic order, which in 1943 sent him to its 
mission in Sophiatown, a black suburb of Johannesburg. 

He spent 13 years in South Africa, spanning the National Par- 
ty's election in 1948 and its implementation of all the deadly 
bureaucratic regulations of apartheid. But he said he awoke to its 
realities only when he witnessed the forced removal of black 
families from Sophiatown, and found his life's cause. 

In 1956, the year of the publication of his book denouncing 
apartheid, "Naught For Your Comfort", he was withdrawn from 
South Africa by his monastic community. He said later that the 
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Ernest Urban Trevor Huddleston, priest and 
radical, died on April 20th, aged 84 


decision strained his vow of obe- 
dience almost to breaking point. 
His superiors feared he would 
be arrested, though an impris- 
oned Father Huddleston might 
have been à better Christian wit- 
ness than an exiled one. 

After a spell in Britain he re- 
turned to Africa as Bishop of 
Masasi in Tanzania, just as it be 
came independent. He became 
friends with its first president, 
Julius Nyerere, and a supporter 
of his policy of “African social- 
ism". Back in London in 1968, he 
was appointed Bishop of Step- 
ney and then Archbishop of the 
Indian Ocean. But his cause re- 
mained South Africa. He was 
made president of the Anti- 
Apartheid Movement and 
preached against apartheid and 
just as vehemently against the 
indifference of the rest of the 
world towards it. The Christian 
church was far too comfortable 
and conservative for him, and 
his militant attitude was more 
in tune with political groups 
than with his co-religionists. The 
Anti-Apartheid Movement was 
almost exclusively of the left; its 
language was Marxist and its 
tactics of sanctions and the iso- 
lation of South Africa were arti- 
cles of faith. 

Although Bishop Huddle- 
ston saw the evils of apartheid 
clearly enough, it may be that he 
did not see clearly how to end them. Who better, it might be 
thought, than an Anglican bishop to build a broad-based move 
ment against racism in South Africa and elsewhere? But those of 
the centre and right who also opposed apartheid found their 
sincerity angrily questioned by Bishop Huddleston when they 
did not accept his view that the only way to end apartheid was 
by sanctions. Perhaps if he had been more patient and prag- 
matic he could have bridged the political divide in Britain and 
presided over a bigger and more effective anti-apartheid move- 
ment. Bishop Huddleston believed that the end of apartheid 
would come only through bloodshed and so, when history did 
eventually deliver apartheid's nemesis, it came as a surprise to 
him. He had even spoken against the contacts and dialogue 
which were to bring about a deal that delivered democracy to 
South Africa. 

Trevor Huddleston often said he only wanted to live long 
enough to see the end of apartheid, and after an absence of 39 
years he returned to South Africa and a hero's welcome. He had 
said he wanted to die and be buried there but he was impatient 
of what he considered the slow transformation ofthe new South 
Africa. Diabetes may have depressed him further. He returned to 
Britain and died in his community's very English home at 
Mirfield in Yorkshire. 
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#\°\ The Oxford 
Advanced 


Management 


Programme 


Presents a global overview of the business enterprise and its strategic challenges, Oxford’ s 
four-week AMP provides a unique opportunity to stand back and pursue your own learning 
agenda, assisted by a top class team of individual tutors and in the company of some of the 
most international and high calibre senior executives. 





BUSINESS AT OXFORD 










21 June - 19 July; 27 September - 25 October 1998 


Return to Maureen Campbell, Templeton College, Oxford, OX1 5NY, UK 






Please send details of: 







The Oxford Advanced Management Programme 


The Oxford MBA 












Name: _ _ Address: _ 






Templeton 
Ci lege 








Tel: Fax: — Email: 











Tel: +44 (0)1865 422771; Fax: +44 (0)1865 422501 
Email: amp templeton.oxford.ac.uk; Internet: http://www.templeton.ox.ac.uk 
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E NOT ONEY 


ARE THE JAPANESE 
TOUGH BUSINESS PEOPLE, 

-BUTTHEY — - 

ALSO SPEAK JAPANESE 


* * 


4- 


The Japanese market may or may soon be a top priority for your business. Yet many Europeans 
bemoan the fact that they are unable to tap this market, Is it because the Japanese economic 
world is hostile to them? Or is it simply that these Europeans are not cutting-the right keys to 
gain easy entry to it? 


The Executive Training Programme (E.T.P.) is a unique and original initiative devised and financed 
by the European Union to offer members the key to Japan. Since 1979 the programme has proved 
to be effective for hundreds of European businesses. In 18 months, it will make you or an executi- 
ve selected by you from your team the most Japanese of Europeans. Capturing shares of the Japanese 
market is not only a question of commercial power or of quality of products and services, it's also a 
matter of technique, business strategy and the knowledge and understanding of a language, mind- 
set and culture, E.P. involves an 18-month stay in Japan, comprising 12 months of intensive lan- 
quage lessons in Japanese, 6 months’ work experience in a company, training in selling methods and 
rules of negotiation “Japanese style", seminars, conferences and factory tours, not to mention stays 
with a Japanese family. 


To conquer a difficult market and fly both your own and the European flag there, you are being 
given the opportunity to offer your business the most high-performance tool there is: the E.T.P. 
programme, it’s free of charge, so get in touch to find out more. 


"Japan is important to me and my business. 
I would like to find out more about E.T.P." 
Contact : SHL Belgium SPRL 
Phone : + 32 2 663 48 40 - Fax : + 32 2 663 48 49 
E-mail address : etp.belgium@shigroup.com 
or : SHL UK 
Phone : + 44 181 398 4170 - Fax : + 44 181 398 9544 
E-mail address ; etp.uk@shigroup.com 


Visit our Web Site : http:// www. etp.org 
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COURSES 





Seize the Chicago 


advantage 


Advance your career while you work by earning a world-renowned 
M.B.A. degree 


* in 11 one- and two-week modules spread over 16 months 





(ten in Barcelona. one in Chicago) 







* taught by the distinguished Chicago business school faculty, a group 
that includes several Nobel Prize winners 

* with an elite group of international managers. (More than 50 
countries are represented in our most recent class. ) 


Places are limited. So get one step ahead—request an application 
now. The next class starts in July. 


» J 3 1 
pese s dE 
SE - 


The University of Chicago 
International Executive 
M.B.A. Program at Barcelona 






rT The University of Chicago Aragó 271, 08007 Barcelona, Spain 
«Cos Tel +34-3-488-33-80 - Fax +34-3-488-34-66 - e-mail barcelona.inquiries@gsb.uchicago.edu 


(HIC Att 


Website http://gsbwww.uchicago.edu/programs/exec/ 


——— —————————————————M———————— —X  ÀÀ— A — M ——À— 
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Upgrading your professional value 
in a competitive global economy: 


Petroleum 


Academic 
Excellence 


Professional 
Relevance 


E 
5 
t 
P 
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w 
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Post-graduate studies 


Law, Policy, Economics & Management 


of Natural Resources, 


Energy QD nvironment 


The Centre for Energy. Petroleum and Mineral Law and Policy 
(CEPMLP) is the leading graduate school in its field. An 
internationally recognised centre of academic excellence that 
maintains close links with industry and governments through 
executive training and consultancies, offering professionally 
relevant programmes leading to the qualifications of 


Diploma * MBA * LLM * MSc * PhD 


in the following specialisations: 


Energy 
Diploma/LLM energy law and policy 
MSc energy economics/environment/finance or policy 
energy studies 
energy utility management 
european energy 


Oil & Gas 
Diploma/LLM petroleum law & policy 
petroleum taxation & finance 
MSc international oil & gas management 
oil & gas economics 


MBA oil & gas management 
Mining 
Diploma/LLM mineral law & policy 
MBA mineral resources management 


Water 
Diploma/LLM international & comparative water law & policy 


MSc water studies 
MBA water resources mangement 


and the following business and more general disciplines: 
Diploma/LLM environmental law & policy 
european business law & regulation 
european energy & natural resources law & policy 
international business & financial transactions 
resources law & policy 


For further information please contact : 
Kathleen Shortt, Graduate Admissions (E10) 


CEPMLP University of Dundee 
DD1 4HN, Scotland, UK 
Tel : +44 (1382) 344300 * Fax : +44 (1382) 322578 
e-mail : k.a.shortt@dundee.ac.uk 
http: //www.dundee.ac.uk/petroleumlaw/ 


A limited number of financial aid packages of up to £5000 available 
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EXECUTIVE 


EDUCATION 


Strategic change. 
It may be for the better but 
how do you know? 


SYSTEMS THINKING AND STRATEGIC MODELLING 


If you are a senior manager, corporate planner or 
strategy adviser, you already understand the importance of 
the latest business thinking in implementing successful 
strategic change. Now you can discover the exciting world of 
visualisation and computer modelling to sharpen collective 
insight into the consequences of change. 

This innovative five-day programme combines the 
theory and practice of systems thinking with the power of 
computer simulations. It teaches you how to identify, then 
map the business interdependencies within companies, 
including your own. Vivid computer simulations and 
‘microworlds’ enable you to test different ‘what-if scenarios 
revealing hidden pitfalls, unravelling dynamic complexity 
and leveraging the full potential of the business system. 

You will learn how to capture and use the knowledge of 
management teams in order to test the feasibility of 
proposed change and develop consensus. You will also see 
how other companies have benefited from strategic 
modelling using recent case studies. 

Our philosophy of 'Excellence Through Learning' 
comes to life in the course as the application of modelling 
and simulation in tackling practical business problems. 
Throughout the programme, you will be guided by our first 
class faculty of system dynamics experts who will help equip 
you with the advanced thinking skills essential to shape 


successful strategic change with confidence. 


For full details including programme dates, return the coupon or contact 
Karen Nisbett, Executive Education, London Business School, Sussex Place, - 
Regent's Park, London NW1 4SA, UK. Telephone: *44 (0)171 706 6835 

Fax: +44 (0)171 724 6051. e-mail: execinfo&lbs.ac.uk 


Mr/Ms | . FirstName _ _/=~—— 








Family Name 





Job Title 








Company 





Address = See 





__ Postcode | 








Country 
Telephone 





e-mail 





Please tick this box if you would like further Business 
information about our Executive Education Sa 


Programme Portfolio. |— School 


London Business School exists to advance learning and research in business and management 
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THE MBA FOR THE 
AGE OF TECHNOLOGY 


* is AVE ipu ——— 


ST 00 
ni E Pre gram i in 
nent of Technology 
| Professionals 


1agem« -Careers in 
ti Theta Orge 


M 
c 


"For more information: 
Phone: 404.385.0105 E-mail: MOT5@mgt.gatech.edu 





MORE THAN A 


QUALIFICATION: 
A LIFE 


CHANGING 


EXPERIENCE 
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PBUSINESS|SCHOOL]| [SCHOOL] 


“Where will | find time 
for an MBA?" 


Study for an AMBA approved MBA as you work - with the 
Open University Business School. 









Our distance teaching methods draw on over 25 years’ 






unrivalled expertise of the Open University. Britain's 






largest University. Our award-winning multimedia 






materials meet the learning needs of busy managers, and 






are supported by over 750 qualified tutors offering 






personal and group support as well as individual feedback 






on your assignments. Network with other managers at 






informal study groups, residential schools and on-line. 
Over 20,000 managers a year choose OUBS - to find 







out why this is the most popular MBA programme in 






Europe, visit our Website. 


http://oubs.open.ac.uk 


_ Cranfield 


UNIVERSITY 
School of Man: agement 


| 
THE CRANFIELD MBA 


What do vou look for in an MBA programme? One which 











can be completed in 12 months? Mature students from a 
wide cross-section of industries and professions? A teaching 
faculty that is rated 'excellent? A school that is ranked 
amongst Europe's best? An alumni body of 4,000 working 
in more than 80 countries? A choice of 78 electives? A course 
that puts the emphasis on developing you as an individual 


and a team player? If the answer is ves, then the Cranfield 


MBA ts for you. 


| 
If you have a degree or professional qualification and at least | 
three years’ work experience contact Maureen Williams for | 
more information or a brochure: Cranfield School of 
Management, Cranfield, Bedford, England MK43 OAL. 
Tel: +44 (0) 1234 751122. Fax: +44 (0) 1234 752439. 


Email: m.williams(@cranfield.ac.uk 


Internet: http:/ /www.cranheld.ac.uk / som 


Cranfield University ts an exempt charity offering a centre of excellence for research and education, 
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Florida (USA), London (England), Paris & Strasbourg (France), 
Heidelberg (Germany), Madrid (Spain), 
Engelberg & Leysin (Switzerland) 


Schiller 


International University 


A UNIVERSITY OF DIVERSITY & INTERNATIONALITY 


MBA 





l fim» 
6 
LY 


The Arab Planning Institute (APT) - Kuwait 
and The African Training and Research Center in Administration 
for Development (CAFRAD) 
Organize a Workshop On: 
“Building and Sustaining the Capacity for Social Policy Reforms” 
Tangier, Morocco 
December 1-3, 1998 


The workshop aims at discussing the means to build and sustain institutional 
capacity for social reforms, and analyzing the link between these reforms and poverty 


* International Business alleviation policies. 

* International Hotel & Tourism The focus will be on reforming social security, pension funds, and primary health 
* Information Technology care systems. Papers should build on relevant theories and regional as well as 
* Public Sector Management international best practices. 


Papers should be in English, unpublished, and focus on one of the following themes: 


MA 


* International Hotel & Tourism 
* International Relations & Diplomacy 
* Business Communication 


AS, ABA & BBA 


* International Business 
* International Hotel & Tourism 
* International Relations & Diplomacy 


Associate of Science 


* Pre-Engineering & Pre-Medicine Programs 
Registration commences January, May & August 


Critical Issues and Priorities in Social Policy Reforms 
Institutional Aspects in Social Policy Reforms 
Poverty Profile 

Social Policies to Eradicate Poverty 

Poverty and Social Security Reforms 

Poverty and Primary Health-care Reforms 


















Preference will be given to papers focusing on developing countries from the Middle 
East and Africa. Abstracts for papers should be submitted along with a C.V. no later 
than June 10, 1998. They will be reviewed by an evaluation committee and applicants 
will be notified. Papers, to be submitted by November I, 1998, will also be reviewed 
by the committee and authors will be notified accordingly. Travel and accommodation 
expenses of authors of accepted papers will be covered by the organizers. 


All inquiries about the workshop should be sent to: 


B * = . Workshop Coordinator, 
Schiller International University The Arab Planning Institute 
Admissions Office, Dept [EC1/5] ong hes pec We 
51-55 W (F . 
51-55 Waterloo Road, London SE! 8TX England Fax: (965) 4842935 


Tel +44 171 928 8484 Fax: +44 171 620 1226 http://www.schiller.edu/ bags d 
E-mail: apia kuwait.net 


N 


The LSE Summer Schools 1998 


Economics Summer School 
te rn ati O nN a | A In addition to our established Programme, The Economics Summer 
T School offers the following new courses in 1998, taught by leading 
x " | international authorities from the LSE faculty. 
IVE rsity 29 June to 17 July 1998 


in Germany ^" a Intermediate Macroeconomics 
| Professor Charlie Bean & 
Professor Christopher Pissarides 









y 
















The International University in Germany offers a 
unique program, tailored to the requirements of 
the information age: 





= Industrial Organisation 
Professor John Sutton 














a Public Finance 
Dr Jonathan Leape 


Instruction entirely taught in English by an 
international faculty. 

| e Student-to-teacher ratio of 3:1. 

| è Close cooperation with partner companies. 

I 

| 





& Exchange agreements with universities worldwide. a Economics of Information & Management 
Dr Miles Gietzmann 
The International University in Germany is the first 


German university that has adopted the American International PTS REUS MCA 


The Economics Summer Schoo! fax: « 44 (0) 171-955 7674 


| Room N1 email: essGise ac.uk 
London School of Economics http:/www.ise.ac.uk/summer- 


| Houghton Street schools/economics/ 
London WC2A 2AE 


university system and that focuses on Information . . 
Technology and Business Administration. University 
The campus is conveniently located in Bruchsal, a IN Germany 


| small Baroque town, between Heidelberg and the PF 1550 
| Black Forest. D-76605 Bruchsal 


Tel. + 49- 711-2229 131 
Join the International University in Germany and est 2 m pos - 2 


experience the future of higher education today. info@i-u.de 
Apply now! http;/www.i-u.de 
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DEGREES BY MAIL 
WITH § YEAR REFUND GUARANTEE 


A Dip TEFL, MBA or PhD by distance eara le expenence 
honorary award fom $400. impossible? Learn about 1600+ 
non-tradiboral universities worldwide (including many widely 
aivertsed) Atleast one offers a 5 year unconditional refund 
guarantee (f your status and career prospects do not improve! 
Save ime & money Before enrolling ANYWHERE get this 


NISH 
Aliseda 


115, 28009 Madnd (Spain) 
MES 1176 | Fax: «34 91 401 0673 
E-mail: aliseda @ correo.com 


http://www.chester es/aliseda 



















Email bguidefbkimba.net or Fax «6626347565 
Give vow fall street ackinexs and grote Pepi 25 


1733 Surawong Rd (Block 121), Bangkok. 10500 









A LLL: effective courses 











Good Distance Learning 
MBAs are hard to find. 


Mail for a guide to the best, | 
wherever you are. 









The Durham MBA Distance Learning Programme is one of Britain's most highly 
regarded International MBA courses and is one of three AMBA accredited 


study options, including Full-Time and Part-Time : j 
If you would like to develop into one of the world's University 
of Durham 
Investing in excellence in teaching and research 


best managers, apply for your brochure today 
Durham University Business School, Admail 436, Mill Hill Lane, Durham DH1 3ZZ 4 
Telephone: 0191 487 1422. Facsimile: 0191 374 3389. e-mail: MBA. DL@durham.ac.uk B 












E MAR 9A 













1998 GENEVA 
EXECUTIVE COURSES IN 
FINANCE 


It is vital that today's finance professional keep 
abreast of the latest developments. This year we 
have added to our regular program three new 


FOR MONETARY 


AND BANKING STUDIES 


Francis X. Diebold May 18 - 20 
ADVANCED METHODS FOR ESTIMATING AND 
FORECASTING VOLATILITY IN FINANCIAL MARKETS 
State of the arts volatility modelling for derivative 
pricing and risk management. 


INTERNATIONAL CENTER 





M. Musiela and S. Neftci May 25 - 29 
MARTINGALE METHODS IN FINANCIAL MODELLING 
AND APPLICATIONS 

An innovative cutting-edge approach to securities 
pricing. 


ICMB 





Yacine Ait-Sahalia June 8 - 10 
ESTIMATION OF CONTINUOUS TIME INTEREST-RATE 
MODELS 

Essential to avoid mispricing your interest-rate 
products. 






For our brochure containing detailed 
descriptions of all our courses, 

please contact: 

Fabienne Scagliola or Béatrice Candolfi 
ICMB 

Av. Blanc 49 — 1202 Geneva, Switzerland 
Tel: +41-22/731 95 55 

Fax: +41-22/73195 75 
http://heiwww.unige.ch/icmb/ 
e-mail icmb@hei.unige.ch 
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essential information. +Free CV ! Life Exp evaluation offert 








courses at the forefront of quantitative analysis. 















EA LASALLE 


UNIVERSITY 


Uniock Tomorrow's Potentic! Todoy 


Distance Education Programs * No Residency Required 
Bachelors * Masters * Doctorate 


Arts & Sciences * Business * Education 


Engineering & Computer Science 
Credit for Work & Life Experience 


1-504-626-8904 Fax 1-504-624-2962 
http://www.distance.edu 
620 Lotus Drive North * Dept. 136 * Mandeville, LA 7047 | 
LASALLE EDUCATION CORPORATION 





Prestigious Distance Learning Programs in: 


Law e Business e Education e Diplomacy 
Int'l. Studies e Arts & Sciences 


(913) 661-9977 e (913) 661-9414 Fax 
emallc@msn.com e www.monticello.edu 





UNIVERSITY DEGREE 


For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 








Match your utilizing your “pee work experience, College equivalent credits are 
given for your: Job, military, company training, industrial 
position with à | courses, seminars and business ex 
legal degree | We accept college credits no matter when taken. 






and Our graduates are recognized for their achie vements in business and 
transcripts industry. We will assist you in completing your degree requirements 
at your own pace through home study. 


Send/tax detailed resume for a NO COST evaluation. 


Pacific Western University 
1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 
14808) 597-1909 
CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 
Fax: (310) 471-6456 E-Mail: admissions? pwu.com 


http://www.pwu-hi.edu 







"Ar you know 
experience is 
still the best 

teacher... But 
degrees open 

doors." 










THE UNIVERSITY 
OF BIRMINGHAM 


BIRMINGHAM BUSINESS SCHOOL 
MSc (BUSINESS RESEARCH) 


12 month full-time course with three equal elements: 
research training, dissertation and choice from two areas 
of specialism: 


INDUSTRIAL ECONOMIC STRATEGY 
OR 


ORGANISATION BEHAVIOUR, 
INNOVATION & STRATEGY (OBIS) 


Studentships available covering fees and living support. 


For further details contact: Professor Peter Clark, 
telephone 0121 414 6260, (e-mail: P.A.Clark @bham.ac.uk). 





THE ECONOMIST MAY 2ND 1998 


COURSES 





University of Salford 
MA in Intelligence and International Relations 
| year full-time, 2 years part-time, also Diploma 


A 
— 
- 

- 
> 


Z 9 
Enquiries and Applications to: Lpo* 
The Postgraduate Secretary 

Department of Politics and Contemporary History 
University of Salford 

Salford M5 4WT, England 

Phone: 0161-295-5786, Fax: 0161-295-5077 
E-Mail: E.J.Smithi@ PCH.Salford ac. uk 


Modules offered include: 
Intelligence and International Relations 
Counter-Insurgency, Middle Eastern Security 


Russian and Soviet Intelligence 


MBA 






















Part time, Full time, 


Guided Independent Study Program 














Open Access, Distance learning 
MSc gel range of specialisms - Bachelor, Master, Doctorate 
Send resume for no-cost evaluationor Fax 
LLM) by researc ..,,(805) 889-2750 
Please contact us for Open Days 6400 Uptown Bivd. NE 


SEMS, UNIVERSITY OF SURREY 
Guildford, Surrey GU2 5XH 


Tel: 01483 259347 Fax: 01483 259511 
E-Mail: sems & surrey.ac.uk 
WWWw.Sems.sirrev ac uk 


TI eBsanss institute 


Learn how easy it 1s to become a Certified 
Professional Consultant (CPC) in your 









A 10-lesson study that will throw light 
! on today's baffling problems. Tuition 
| free—small charge for materials. 


| Write: Henry George Institute, 121 East 
| 30th Street, New York NY 10016, USA 








own field. Write for free catalogue 


The Consultants Institute 


Dept EG, 30466 Prince William Street, Princess Anne 
MD 21853 USA Fax; (4105651 4885 


gn he WED! http://www, henrygeorge org 


HOTEL & TOURISM 
MANAGEMENT IN 
SWITZERLAND 


1 & 2 yr Diploma programmes 
Official IATA Tourism courses 
University Degree transfers 
Companies recruit on campus 


KA 


HOSTA 


Hotel & Tourism 
School 


| Education 
5 ae t «Switzerland 


Swiss & US Diplomas 


Bachelor's Degree 
MBA, MS, MA 


* Paid Swiss & US internships 
1854ec Leysin Switzerland 
te 4124 493 1717 


"FF 


The COffieecf Adnassans Tet *4121 963 7404 
Hote Institute Montreux Fac +4121 9638016 
15 Avenue des Alpes Fanat himg@himich 
18300 Montreux Switzerland. htipiwww him.ch 


APPOINTMENTS 


" I4 ry 4 ` ) 
fax: 41 24 493 


email: hosta@worldcom.ch 








(Centre Opéra 


FRENCH IN PARIS 


* Full immersion 











* For company personnel 





ie 
* Centre located next to Opera | TU he 


TEL +33-1-48-016146 — Fax «33-1-42-463715 


INTERNET LanguesCulturesl @ Compuserve.com 


9 Tailored. one-to-one courses 





BL 
\ 
M 


[iléseau 


[angues 
(ultures 





BacHEetors-Masters-PH.D. 


Credit for work experience * No classroom 
attendance * Accelerated degree programs 
Send Resume for no cost evaluation 


ashington Univers ity 


PO Box 1138 * Bryn Mawr PA 19010 
Fax: 610-527-1008 + E-mail: washuntv (?op net 















Taking the GMAT 
or GRE? 


We CAN help! 


Details from GTAC Associates 
FREEPOST, London W5 4BR 
Tel: 0181-993 3983 





THE LONDON CENTRE 
OF INTERNATIONAL 
RELATIONS 


NOW OFFERS THE FOLLOWING, 
MA in International Relations 
MA in International! Relations 
and European Studies 
*NEW FOR OCTOBER 
*MA in International Conflict 
Analysis 
Full-time and Part-time (evening) 
study 
October and February Admission 
MPhil and PhD degrees. 

For further details please contact: 

The London Centre of International 

Relations 

(University of Kent) 

1! Kingsway 

London WC2B 6YE 

Telephone: +44 (0)171 565-6836 

Fax: 0171 565-6827 

E-Mail: LCIR(a'ukc.ac.uk 


LCIR 


UNIVERSITY OF KENT 
AT CANTERBURY 8888 


YOUR FUTURE 


"CESAR RITZ” COLLEGES offer study 
and paid work expenence on three 
continents in 2-year Hotel 
Management Diploma Programs 


INTERNATIONAL COLLEGE OF 
HOSPITALITY ADMINISTRATION, BRIG 


2-year Swiss Higher Diploma in Hotel 
Management followed by 


}-year accelerated Bachelor of Arts 
Degree Program :n Hote! & Restaurant 
Administration (Washington State 
University at ICHA, Brig 


| ear PGD + MBA (hospitality) Program 


a 


HOTELCONSULT SHCC COLLEGES 
CH-1897 Le Bouveret - 5 

Phone (441) 24 482 88 88 or 482 82 82 
Fax («41) 24 482 88 99 

E-mail: hoco.admissions@ritz.vsnet.ch 
http://www.hotelconsult.com 


SHOT COLLEGES € UE TE RLASD 


HOTELCONSULT 


Excellence in Higher Education at 
Britain's European University 











Fellowships 









economists with expertise in the following arcas: 


e International Finance 


depending upon the age and experience of the person recruited. 


Closing date: 12 June 1998. Interview dates: 6 & 7 July 1998. 
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In order to strengthen its research on Globalisation, the Institure wishes to appoint 


e The open-economy macro-economics of developing countries 


Candidates will be expected to have Doctorates in Economics or equivalent 
research experience. The appointments will be full-time for four years, in the 
first instance, and salary will be in accordance with the universities’ research 


faculty scales. Appointments will be made at various points of seniority 


The IDS, ts a leading policy 
research and training institute 
for overseas development 


Further details on our web site: http 
www.ids.ac.uk/ids/news/recruit 
index.html 


Application by OFFICIAL FORM ONLY, 
from Mrs Lin Briggs, IDS, University of 
Sussex, Brighton BN1 9RE. Confidential 
Fax/Answerphone: (01273) 674553 (Intl 
+44 1273); E-mail: personnel@ids.ac.uk 












IDS is an equal opportunity employer 


IDS is are gistered charity 


IDSm 


Institute of Development Studies 


we 
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Economic Planner 


Influence the future of London's transport 
£25,000. - £30,000 


London Transport is strongly committed to mecting the capital's transport needs 
both now and into the future. Now we are searching for a skilled economist to 
support our planning activities, working as a member of our marketing team. 


RISØ | Deputy 
ENERGY D ire ctor 


ENVIRONMENT 
MATERIALS 


















Riso National Laboratory 
seeks a new Deputy Director 















Rise National Laboratory to take up appointment on 
is the largest research in- l. june 1998 or as soon as 
possible thereafter. 


In this wide-ranging, influential role you will monitor interpret and forecast 
complex economic, social and transport market trends - focusing in particular 
on London's Buses and Underground. 















stitution in Denmark with 
about 950 employees. The 
main research areas are 
energy, environment and 
materials. 










A sound theoretical and practical knowledge of economic and financial 
appraisal techniques is also necessary, backed by good commercial sense, creative 
problem-solving skills and a proven ability to interpret large volumes of 
quantitative data. 















The Deputy Director is 
appointed by the Danish 
URL-address Minister of Research and 
hrtp://www.risoe.dk . 

Information Technology on 
the recommandation of the 
Board of Governors of Riso 
National Laboratory. The 
salary is fixed according to 
qualifications. The period of 
employment will be fixed 
after further discussion. 




















Presenting clear analysis and recommendations to senior decision makers will 
be an important aspect of the job and you will advise colleagues company- 
wide on fields such as statistical and economic analysis, computer modelling 
and market analysis. 



















To be considered you should be degree qualified in economics or a related 
quantitative subject and have at least two years' experience of applied 
econometric research, complex spreadsheet modelling, use of database packages 
such as SPSS plus writing and presenting papers. 
























In return we can offer you attractive prospects and rewards. 

To apply, please send your CV, together with a covering letter and quoting ref 
CDV/9013/E to Philip Oloya, Central Human Resources, London Transport, 
55 Broadway, London SW1H 0BD. 























Further information is 
available at Riso’s Website 
www.risoe.dk or may be 
obtained by contacting the 
Managing Director Jorgen 
Kjems (tel. +45 46 77 46 02). 










Closing date for applications is 15th May 1998. 


Working towards equality 


e 










London Transport 








Join the City (RIAAN 


As part of our continuing expansion we have a number of positions Further particulars of the post are 
(lecturer/senior lecturer) in Finance and Accounting. We are available from: 

interested in candidates with active research agendas, deriving either *Academic Registrar's Office, City 

from recent PhDs or from current positions in academic or other University, Northampton Square, London 
institutions. EC1V OHB 

As a school with one of the largest and most vibrant European "telephone: 0171 477 8039 

faculties in Finance and Accounting, renowned internationally for the *fax: 0171 477 8886 oi 


quality of its research, we offer excellent career opportunities. These 
include a supportive research environment, a variety of challenging 
teaching at undergraduate, graduate and executive levels, scope to quoting reference 209E. 
develop professional links with City institutions and competitive 
remuneration packages. 


We are interested in talking to candidates with an interest in any 
area of finance or accounting including: 


* Corporate Finance 
* Capital Markets 
* Financial Analysis 


* Treasury Management j University 


*e-mail: M.J.Akalay-Watkin@city.ac.uk. 


Closing date for applications is 18 May 


* Accounting for Intangibles — Ye , 
For a preliminary informal discussion please contact Professor Mario BUSIN ESS SCHOOL 
Levis on 44 171 477 8635, e-mail: M.Levis@city.ac.uk We are committed to equal opportunities. 
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EXECUTIVES, JOB HUNTING IN ASIA? 


Contemplating a career search into, within or out of Asia? We can help 
you find a more rewarding position now! Take your first step towards a 
brand new future by contacting us for free info 


Career Tel. (662) 2674685 Fax. 2674688 
Email: cpasia@bkk.loxinfo.co.th 
f$ Path  35/F Room A, 1249/212 Charoen Krung Rd., 
Asia Bangkok 10500 Thailand. 


DO YOU FEEL LIKE YOUR CORPORATE 
LADDER HAS RUN OUT OF RUNGS? 


Do you feel the need for new challenges and opportunities? If you're 
a global senior executive, over 40 years old and accustomed to a 
* 100K annual salary, we can be the answer to your next jump on the 
ladder of success. At Resume Broadcast International, our dedicated 
team assists you in your professional search from start to finish - as 
a matter of fact we're here for you 24 hours a day, 365 days a year 
Opportunity is only a phone call away at Tel: (909) 866-4213, Fax: 
(909) 866-4244 or E-mail: 102224. 3306@compuserve.com 


Resume Broadcast International 

PO BOX 2892, Big Bear Lake, California CA92315, USA 
Tel: +1 (909) 866 4213, Fax: *1 (909) 866 4244 

Email: 102224.3306@compuserve.com 


Indonesia 


Forestry Field 
Manager 


In 1991 the Government of Indonesia (GOI) issued a 
decree introducing the concept of sustainable forest 
management. DFID’s Tropical Forest Management 
Programme in Indonesia has already played a 
significant role in helping GOI to pilot a sustainable 
forest management system to replace the old system 
of logging permits. We plan to prepare a further 
phase of support which will be more sharply focused 
on improvement to management at provincial level 
with supporting changes in the broader institutional 
context. In this second phase, we intend to build on 
the established relationships that have been developed 
with the forestry authorities and other stakeholders to 
broaden our approach in identifying opportunities for 
local forest resources users to participate in, and 
benefit directly from, timber production, At the end 
of the programme we would expect to see a 
management system operating in Indonesia that is 
more likely to provide greater benefits over a longer 
period for more Indonesians, especially poor people 
that depend on forests and meet global environmental 
concerns. 


DFID 


Department For 


International Development 
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Economic reform advisers 


The Adam Smith Institute's International Division advises 
governments, international institutions and businesses world-wide on 
economic reforms and assists in their implementation. We are seeking 
consultants and specialists, both on a full-time and a project basis, in 
the following areas 


private sector development 

privatization and enterprise restructuring 
voucher privatization and IT implementation in support 
utility sector reform and regulation 
public / private partnerships 

civil service reform 

the management of public finances 

tax policy and reform 

corporate governance 

capital markets 

pension reform 

legal framework modernisation 

foreign investment promotion 

project and programme evaluation 


If you have more than 10 years experience in one or more of these 
areas, please send cv, preferably on disk or by email to 


Harry Chathli, Adam Smith International, 
22 Albert Embankment, London SEI 7TE. 
Email: mailbox(@as-inter.demon.co.uk 
Fax: 44-171-793-0090 


As Forestry Field Manager, you will identify and consult with government 
and non-government stakeholders to form a programme preparation 
team. In addition, you will prepare and implement a work plan for a 12-18 
month preparation process. The overall management of the preparation 
process which will involve the commission of short term input from local 
and international specialists will also fall within your remit. 


Qualifications 


The position demands a university level degree with a professional 
background in either Natural Resources/Environment, Social or 
Institutional development. Good facilitation, communications, negotiation, 
influencing, management and project preparations skills are pre-requisite. 
An understanding of forestry sector institutions and policy background in 
Indonesia and/or at a global level is highly desirable. A knowledge of DFID 
project cycle management and project preparation is needed but training 
can be provided if necessary as will language training in Bahasa Indonesia. 
Applicants should either be nationals of Member States of the European 
Economic Area (EEA), or Commonwealth citizens who have an 
established right of abode and the right to work in the United Kingdom. 


Terms of Appointment 


You will be on contract to the British Government for 2 years in service 
to the Government of Indonesia. Salary will be c. £45,000 p.a. (UK 
taxable). Additional benefits will normally include variable tax-free 
allowances, children's education allowances, free accommodation and 
passages. 


Closing date for receipt of completed applications is 29 May 1998. 


For further details and application form, please write to 
Appointments Officer, Ref No AH304/SC/3C/TE, Abercrombie 
House, Eaglesham Road, East Kilbride, Glasgow G75 8EA, 
stating Ref No AH304/SC/3C clearly on your envelope, or 
telephone 01355 843352. DFID is committed to a policy of equal 
opportunities and applications for this post are sought from 
both men and women. 
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N The University of Reading 


TOW THE BUSINESS SCHOOL 
AILEE FOR FINANCIAL MARKETS 


Research, teaching & administrative posts 
in International Securities & Investment 


The ISMA Centre is the only business school in Europe which 
specialises exclusively in financial markets. It has recently 
moved into a new £3 million state-of-the-art building on 
campus financed by ISMA and equipped with two dealing 
rooms housing 50 Reuters, Dow Jones and Bloom 

terminals. The Business and Management research group 
within the University (of which the Centre is a part) achieved 
a 5 rating in the last research assessment exercise putting it 
at 4th equal out of 100 UK universities. It is also the leading 
location in Europe for the application of simulation software 
to teaching finance through ‘experiential learning’. 

To enable further expansion it is seeking highly motivated 
staff for the following positions: 


Reader in Finance (ref. D9801) 
The holder of this post would be expected to have a strong research 
profile evidenced by an excellent publication record. 


Reader in International Business (ref. D9802) 

A background in international business, business strategy, industrial 
organisation or finance to lead research into the globalisation of the 
securities and banking industry or the financial issues relating to the 
asset management and pension fund industry in Europe. 


Director: Academic and Professional Programmes (ref. P9801) 
The holder of this post will have overall responsibility for both 
professional and academic education at the Centre including the 
existing ISMA professional courses. Fixed term of 3 years. 


Lecturer in Finance: 2 posts (ref. AC9808) 
The Centre seeks to appoint two lecturers within any area of finance. 
Fixed term of 3 years. 


Junior Research Fellow: post-doctoral (ref. R9817) 

Experience in numerical analysis of financial or econometric data 
and proficiency in the use of Excel VBA, Microfit, RATS or other 
econometric software packages is essential. Fixed term of 1 year. 





For a number of these posts, there may be the opportunity to receive 
ad hominem payments and in addition, there may be opportunities 
for excellent teachers to participate in the professional education 
programmes managed by the Centre. 


The ISMA Centre is keen to hear from practitioners and former 
practitioners who wish to contribute to the Centre's development. 


Further information on the ISMA Centre and these posts can be 
obtained from the ISMA Centre web site: www.ismacentre.rdg.ac.uk 


For an initial telephone discussion please contact 
Prof. Brian Scott-Quinn, Director on +44 (0)118 931 6710 
or email b.scott-quinn@ismacentre.rdg.ac.uk 


For application forms or further particulars, please contact 
Elaine Reid on the above number or email 
e.reid@ismacentre.rdg.ac.uk 


Closing date for completed applications 18th May 1998. 
Interviews will take place shortly after. 


The University of Reading, ISMA Centre, Whiteknights 
PO Box 242, Reading RG6 6BA, United Kingdom 

Tel: +44 (0)118 931 6710 - Fax: +44 (0)118 931 4741 
Email: admin@ismacentre.rdg.ac.uk 

Web: www.ismacentre.rdg.ac.uk 


A centre of excellence in university teaching and research 
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POST, BUCKLEY INTERNATIONAL IS SEEKING 


TRANSPORT ENGINEERS, PLANNERS 
AND ECONOMISTS 


FOR VARIOUS SHORT-TERM ASSIGNMENTS AND LONG-TERM POSITIONS 
MINIMUM REQUIREMENTS: APPROPRIATE UNIVERSITY DEGREE, PREFER 
CANDIDATES WITH ADVANCED DEGREE: 10 YEARS + EXPERIENCE; 
PREVIOUS INTERNATIONAL EXPERIENCE; COMPUTER LITERACY. IMMEDIATE 


NEEDS INCLUDE 


ROAD TRAINING ENGINEER (LONG-TERM) - AFRICA 
ROAD CONSTRUCTION ENGINEER (LONG-TERM) - ASIA 
TRANSPORT ENGINEER (SHORT-TERM) - LATIN AMERICA 


SEND CURRENT CV INFORMATION TO: SCOTT R. LUKEHART 
VICE PRESIDENT 
POST, BUCKLEY INTERNATIONAL, INC 
DENVER, COLORADO 
EMAIL: PBIGPBIWORLD.COM 
FAX: USA 303-221-4804 


*HIID 


HARVARD INSTITUTE FOR INTERNATIONAL DEVELOPMENT 


HIID Seeks Candidates for 
Project Assistant, Jakara, Indonesia 


Harvard Institute for International Development (HHD) is seeking candidates (for two 
positions) to work closely with HIID's resident advisors preparing reports and documents 
analyzing trade and industry data in Indonesia and Asta. Maintains databases of trade and 
industry data, monitors local newspapers, and prepares statistical and other analyses as 
required. Other assignments will range widely covering many aspects of economic 
development and policy reform including studies of specific industries. Past studies have 
included textiles, chemical, footwear, cement, and electronics industries. Resides in 
Jakarta, Indonesia. 



















Qualified candidates should have an M.A. in public policy or other relevant degree with 
strong background in economics including course work in macroeconomics, project 
appraisal, and statistical analysis, or completed course work for Ph.D in economics. 
Familiarity with economic analysis of developing countries, and Windows-based database 
management and spreadsheet software/hardware experience required. Good interpersonal 
skills, ability to write quickly, clearly and concisely required. Prior overseas residence and 
relevant language ability desirable 









Referral Instructions: Send cover letter and resume to HITD Recruitment SING, 14 Story 
Street, Cambridge, MA 02138, Fax 617-496-8190 


HIID is Harvard University's principal center for research, teaching, and policy advising 
related to developing and transitional economies, Harvard University is an affirmative 
action/equal opportunity employer. Women and minorities are encouraged to apply. 






CORPUS CHRISTI COLLEGE 
Cambridge 


Bursar 


Applications are invited for the post of Bursar of the College. The Bursar 
has responsibility under the Goveming Body for the financial affairs of the 
College and for its investments, has substantial administrative 
responsibilities, and is centrally involved in College policy and planning for 
the medium and the long term. The Bursar will work alongside the Domus 
Bursar who has responsibility for personnel and domestic services. The 
Bursar will be elected to a Fellowship of the College. 


The successful candidate will be expected to have knowledge of 
management and of accounting and budgeting techniques, and will be 
responsible for ensuring that appropriate IT systems are implemented. 
Familiarity with university administration and the conventions of academic 
life is an advantage. The post entails committee work and complex 
negotiations. 


Salary will be in the range between £34,942 and £41,288. 


Further particulars are available from the Master's Secretary, Corpus Christi 
College, Cambridge CB2  1RH (fax 01223 338020; email 
mb2714Gcus.cam.ac.uk). 


The College is an equal opportunities employer. 
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The 


UTILITIES 


Journal 


EDITOR 


Oxford Economic Research Associates Ltd (OXERA), the leading utility 
service in the UK, is looking for a senior Editor for its rapidly expand- 
ing publications and electronic information services, which cover the 
energy, water, transport and telecoms markets and are read by a grow- 
ing number of industry players worldwide. They currently include 
UtilityView News, an on-line information service, and The Utilities 
Journal, a monthly publication, 


The successful candidate will probably have five years’ experience 
working in the utility industry as a journalist or information officer, or 
similar relevant experience, preferably with some understanding of 
general economics. He or she will possess excellent writing, editorial 
and investigative skills, with a high level of accuracy, and will be able 
to prioritise and analyse information. Self-motivation and the ability 
to work to tight deadlines and supervise others are also essential. IT 
literacy is important, although training can be given. 


This is a senior position with significant responsibility and consider- 
able scope for career development within a dynamic company. We are 
looking for an all-rounder, who will be happy to turn his or her hand to 
whatever the job requires. 


OXERA's offices are situated in the heart of Oxford. Salary negoti- 
able, according to experience and ability. 


Applications (CV naming two referees, plus a covering letter and 
two examples of recent work) to be sent by May 15th to 
Cate Dominian, Senior Production Manager, OXERA, Blue Boar 
Court, Alfred Street, Oxford, OX1 4EH 





IET ZIF 


Chief Technical Adviser 


The Government of the United Republic of Tanzania is 
currently engaged in restructuring its Civil Service.The first 
phase of the Civil Service Reform Programme (CSRP) 
focused on structural reforms and the new phase is strongly 
geared to enhancing the capacity and performance of the civil 
service and improvements in the delivery of quality public 
services. 


Closing date for receipt of completed applications is 
Ist June 1998. 


To apply please send a detailed Curriculum Vitae 
demonstrating the necessary qualifications and experience to 
Mr Dunnery, AH360, Contracts Branch, Department for 
international Development, Abercrombie House, Eaglesham 
Road, East Kilbride, Glasgow G75 8EA, Scotland. DFID is 
committed to a policy of equal opportunities and applications 
for this post are sought from both men and women. 


DFID 


Department For 


international Development 
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The University of 
the West Indies 


Mona, Jamaica 





University Management 
. Auditor 
| University Centre 


The current expansion and restructuring of the University of the West 
Indies has created the challenging position of University 
Management Auditor. Reporting to the Vice-Chancellor, the 
incumbent will have overall responsibility for the Management Audit 
Function of all the Campus and Non-Campus Countries of the West 
Indies: this will include various types of audits — operational, EDP, 

| Systems, Financial Accounting and Management. Candidates should 
have membership with a recognised professional Accounting Body; have 
at least five years post-qualification experience in the audit field at 
managerial level: have strong communication and interpersonal skills; 
and have background in Management and Finance A working 
knowledge of the application of audit software is desirable 








Detailed applications (three copies) giving full particulars of 
qualifications, experience, date of birth, and the names and 
addresses of three referees should be sent as soon as possible to 

the: Assistant Registrar, (Centre), Office of Administration, the 
University of the West Indies, Mona, Kingston 7, Jamaica, (fax: |1 876] 
977 1422) from whom application forms and further particulars of the 
post, including salary. are available. Further particulars are also 
available from the Association of Commonwealth Universities 
(46593), 36 Gordon Square. London WCIH OPF (tel: 0171 387 8572 Ext 
206; fax: 0171 383 0368; email: appts@acu ac uk) 





CLOSING DATE FOR RECEIPT OF APPLICATIONS: 18 May 1998 





A member of the Association of Commonwealth Universities 





Your main remit will be to provide overall leadership and guidance to the Head of 
the Civil Service and Permanent Secretary of the Civil Service Department of the 
reform of the Civil Service. Specifically, you will provide advice on policies, strategic 
direction, goals and plans for public service reform. In addition, you will play a co- 
ordinating role with regard to the inputs of various ministries, departments, 
executive agencies and donors, and technical experts, to ensure that they adhere 
with the key priorities of the reform programme implementation. 


Qualifications 


The position demands broad experience in public administration and/or as a 
management consultant. Experience of managing/implementing major reform 
programmes, in the civil service, which includes workforce reductions and 
organisational restructuring is essential as are strong management skills and the 
ability to oversee and co-ordinate teams of local and consultancy personnel. Proven 
skills in strategic analysis, an ability to communicate easily in English and operate 
effectively at the highest level are pre-requisite. 


Terms of Appointment 


You will be on contract to the British Government for two years, with the possibility 
of extension, in service to the Government of United Republic of Tanzania, An 
internationally competitive remuneration package will be offered on a consultancy 
basis and will be negotiated prior to appoinunent Applications are welcome from 
individuals as well as organisations. 
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Graduate required to produce 
cultural events and co-ordinate 
Anglo-Japanese cultural 
projects with good all round 
understanding of Japanese and 
English music, arts and 
culture. Must be fluent in both 
English and Japanese. Some 
relevant experience necessary. 
£11.500 p.a. basic. 


Cross Culture Holdings Ltd. 
35 Prospect Quay, 


EDITOR-IN-CHIEF 


The KYIV POST, Ukraine's twice weekly 
English-language newspaper, is looking 
for a unique candidate for editor-in-chief. 


Founded in 1995, the KYIV POST has 
become a leading publication in this 
emerging market. This is a dynamic 
opportunity for the right individual. 


Requirements: experience in assignment 
editing, copy desk and layout, plus 
leadership skills to head a 20-person 
newsroom. Russian or Ukrainian fluency 
strongly preferred. Solid newsroom 
experience a must. 


Competitive salary and benefits. 


"- ^2. rn ee, 
a P NS 


American owned company. 


98 Point Pleasant, 
London SW18 INN 
Fax: 0181-870 2029 


Send cover letter, resume, clips to: 
E-mail: Jsunden@thepost.kiev.ua 
Fax- (38-044) 296-9473 


TO ADVERTISE WITHIN THE CLASSIFIED SECTION, CONTACT: 


Philip Wrigley Suzanne Hopkins 
London New York 
(44-171) 830 7000 (1-212) 541 5730 


qu United Nations University 
gi Institute of Advanced Studies 
75 


Vacancy Announcement 


RESEARCH ASSOCIATE 


The UNU/IAS was inaugurated in April 1996 as a new research and training 
center within the United Nations University system located in Tokyo, Japan. Its 
programmes are directed at pressing global issues of concem to the United 
Nations with an interdisciplinary approach. Currently the UNU/IAS Academic 
Programme comprises research and post-graduate education including a Ph.D. 
Fellowship Programme in the multithematic areas of economic development and 
environmental management, mega-cities and urban development, multilateral 
diplomacy and environmental governance, and policy aspects of science and 
technology in relation to sustainable development. For more information on the 
United Nations University, Institute of Advanced Studies (UNU/IAS) see our 
homepage at http://www.ias.unu.edu 


Job Description 

The Research Associate position is equivalent to a post-doctoral position for two 
years. Duties will be divided between participation as a member of a research 
team working on economic development and environmental sustainability and 
general programme support. The latter includes organizing research and training 
activities and conferences, liaison with conference/project participants, preparing 
project documents and reports, and organizing multimedia dissemination of 
project outputs and other information. Position available for immediate 
recruitment. 


Requirements 
Graduate university degree, preferably a Ph.D. in economics or related areas, 
preferably a strong background in growth theory, economic development and 
environmental economics, with sound research experience in that field. Excellent 
drafting ability of scientific reports in English is essential. Competence in the use 
of computer word-processing applications is required, and computer multimedia 
presentation skills are desirable. Women and candidates from developing countries 
are encouraged to apply. 
Remuneration 
This is a full-time position/competitive salary. 
Application 
Send a detailed curriculum vitae, including the names and addresses of three 
referees, and a covering letter to the address below by 15 May 1998. 

Director, UNU/Institute of Advanced Studies 

5-53-67 Jingumae, Shibuya-ku, Tokyo, Japan 

Fax 81-3-5467 2324 








Ontario Hydro 
Sir Adam Beck Additional Diversion Project 
Design/Construction Contract Prequalification 


Ontario Hydro invites consortia to submit statements of prequalification 
for the design and construction of a nominal 12.5-m ID by 10-km long 
diversion tunnel at Niagara Falls, Canada. 


The Sir Adam Beck Additional Diversion Tunnel Project will convey a 
minimum of 500 m?/s of the Niagara River flows from an intake at the 
International Control Works Structure to an outlet feeding the existing Sir 
Adam Beck I and II hydroelectric plants. The tunnel is to be excavated 
using a tunnel boring machine (TBM) in shales and limestones. The tunnel 
will be lined with a precast or cast-in-place concrete liner. The work will 
also include the construction of the intake and outlet structures, cofferdams, 
underwater excavation and grouting. 


To qualify to submit a tender, interested consortia must complete the 
prequalification document and must provide evidence of proven experience 
in the execution of work of this scope and nature. Prequalification documents 
which must be returned by May 25, 1998 may be obtained after May 8, 
1998 from: 


Acres Bechtel Canada Limited 

4342 Queen Street, P.O. Box 1001 

Niagara Falls, Ontario 

L2E 6WI 

Attn: Beck Diversion Coordinator 

Telephone 905-374-5200 Fax 905-374-1157 
E-Mail beckdiversion @ niagarafalls.acres.com 





GOVERNMENT OF THE REPUBLIC OF NAMIBIA 
MINISTRY OF HEALTH AND SOCIAL SERVICES AND 
KREDITANSTALT FUR WIEDERAUFBAU (KfW), GERMANY 


CONSULTANCY SERVICES FOR FAMILY PLANNING 
& AIDS PREVENTION 


INVITATION FOR PRE-QUALIFICATION 


The Namibian Ministry of Health and Social Services plans to 
implement a nation-wide project for the social marketing of condoms. 
The project is financed by KfW, Germany. Bids by consulting 
companies for pre-qualification are invited. 


Envisaged services include: Development of a social marketing strategy 
for the distribution of condoms; project implementation including: 
market research, establishment of a marketing organisation, 
implementation of IEC measures, development of a distribution system; 
overall programme management on behalf of the MoHSS. 

Expected project inputs: Provision of a programme manager for four 
years; and of short-term consultancy - and backstopping services. 


Bids should: 


(a) be submitted by 29 May 1998, 12h00 Namibian time 
(b) include information regarding: 
(i) general competence in the health sector and in social marketing, 
(ii) financial status, 
(iii) previous experience in the implementation of similar projects in 
developing countries and in the region, 
(iv) competence of statf, and 
(v) project specific suitability and availability of a qualified project 
manager. 
(c) reach: Ministry of Health and Social Services, Directorate Planning 
and HRD. 
Attn: Dr. Robert Forster, Private Bag 13198, Room GE 6, 
Main Ministry Building, Windhoek, NAMIBIA 
Fax: 00 264 61 227 607 
with a copy to: Kreditanstalt fur Wiederaufbau, Postfach 11 11 41 
60046 Frankfurt GERMANY Fax: 0049 69 743] 2944 
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Justico rateo Ft in Callback adde | GLOBAL TELECOM | 
* Business, residential, and » uo ane ! | 
cellular savings. fee d j S ERVI CES i 
* Earn Free air travel with Taiwan .49 i LYNX Technologies has developed a comprehensive j 
WorldMiles program. Venezuela 43 : database of global rates and tariffs which is both cost : 
* join the prestigious Brazil 50 | effective and easy to use. | 
Justice Agent Program. Intra-European i i 
Leg Rates: : As easy as 12 3... : 
a. > E PICK A COUNTRY - 
Czech Republic — .25 i / (we list more than 200) i 
ar E o; V PICK A CARRIER (we track 350) i 
Netherlands 43 i J PICK A SERVICE (includes National and i 
Norway a : Internatíonal Phone, Private Líne, ISDN, Frame,  : 
TECHNOLOGY CORPORATION amico " | VPN, Cellular, Freephone/800, Telex) | 
TERENE T n RED UK 58 | Theofficial tariff will display in any currency. Alldatais ! 
-310-526-2200 1-310-526-2100 fax www.justicecorp.com | in processable format with unique features and applica- i 
: tions available. In addition to official rates, discounts : 
and street rates are included. 
| The database is available on CD-ROM orInternetaccess. ! 
i For additional information contact LYNX TECHNOLOGIES, INC: 
| 
i Voice: 1 (973) 256-7200 Fax: 1 (973) 882-3583 i 
SAVES YOU MORE |; Email Iynxinfo@iynxtechicom — | 
ON INTERNATIONAL CALLS! i Internet: www.lynxtech.com i 
— qvac i 710 Route 46 East, Fairfield, NJ 07004 (USA) j 
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BEC ivrevesv eee 
France......25€ 
Germany ....22€ 
Italy.. . 32€ 
Netherlands. . 25€ 
Switzerland . . 26€ 


Most new customers are 
referred by satisfied 
NewWorld users 


Now earn 20% by 
referring a friend 


Numerous Special Services Included 
- No Extra Charge - 








kallpa cK 






Call: 201.287.8400 Fax: 201.287.8434 
In the U.K. Call: 44.171.360.5037 Fax: 44.171.360.5036 
economist@newworldtele.com http://www.newworldtele.com 


[3TH RLD 


TELECOM MURILAT 2 


Business to Business agents welcome 
201-287-8400 
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1402 TEANECK ROAD « SUITE 114 + TEANECK, NEW JERSEY + 07666 + USA 








Tired of sifting through business plans? 






CONFERENCE 


Venture Capital Report publishes screened 
equity investment opportunities. See new 
& early stage businesses at the start of their 
quest for growth. Detailed, objective 


& OPEN PRAIRIE VENTURES 
Introduce 

Business & Investment 
OPPORTUNITIES in and for ITALY 


May 28-29, 1998 in Milan, Italy 
Learn the latest strateyics for gaining access to int'l 
n — ts 

Sources of Int] Finan 

Equity Investments 

Int’! Barter & Countertrade 

Technology transfer 

Global opportunities 


Register by 

Internet: www ibc-consult.com 

E-mail: chaplin&ibc-consult.cotm 

Fax: USA 703-820-2720 

Mail: IBC, 5148 Leesburg Pike, Alexandria, Virginia 
22302 USA 

Or call Dr. Geonge Chaplin at 703-845-9567 
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reporting allows you to make an initial 
company appraisal. Projects in ail industnes. 


For a free trial, cai 01865 784411 


NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED: 
Fiction, non fiction, Biography, Religious, 
Poetry, Childrens, 
AUTHORS WORLD-WIDE INVITED. 
WRITE OR SEND YOUR MANUSCRIPT TO:- 


MINERVA PRESS 
2 OLD BROMPTON RD. LONDON SW7 3DQ 








* Agents Wanted Call 1-206-378-2816 * 
Tel: 1.206.599.1992 * Fax: 1.206.599.1982 


417 Second Avenue West * Seattle, WA 98119 USA 
www.kallback.com * Email: info@kaliback.com 
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Hand Carved 
Solid Teak Doors 


Floral and Geometric Designs 
Limited Editions and Custom 


IMMIGRATE TO CANADA 
“We Can Help” 


25 Years Expenence in Immigration Matters 


The law firm of Sompen & Peterson 


http://www.somjen.com 
Email: somjenir somjen.com 
Suse 810, 1240 Bay Street 


$6,500 to $15,000 


Charles Gardner Designs™ 


Shown by appointment onis 
7M-592:3371 


Toronto Ontario, Canada, MSR 2A7 
Tet (4169922 BORD Fax: (4169922 4234 
"We Can Help" 


NEW TOMORROW, INC 
Liarden Grove, Culiformia 





U.S.A. CORPORATIONS 
& LIMITED LIABILITY C OMPANIES 


Foreign Ownership Allowed. Corporate 
Liability Protection. Flow-Through Taxes. 


Free Information Packet 
CORPORATE SERVICE CENTER, INC. 


1475 Terminal Way, Suite E 
Reno, NV 89502, U.S.A 
702-329-7721 + FAX: 702-329-0852 
http://www.CorporateServiceCenter.com 
NEVADA +» WYOMING 






if You Missed The 
Microsoft Opportunity 
DON'T MISS THIS!! 


Do you have what it takes to capitalize on a 
new and emerging stock opportunity that has 
been referred to as 
“The Next Microsoft”? 


CALL THIS NUMBER NOW 


1-888-734-7740 


INCORPORATE IN USA 
BY FAX OR PHONE 


TYPICAL INCORPORATING FEES 













* Corporations and LLCs 







* Free name reservation Delaware $199.00 
* Personal assets shielded Wyoming $285.00 
* Confidential and cost effective Nevada $380.00 
* Full registered agent services Utah $270.00 






FAX: 302-421-5753 TEL: 302-421-5750 


: E Mail: corp@dca.net 
Registered Agents, Ltd. Web site: www incusa.com 


1220 N. Market Street, Suite 606 © Wilmington, Delaware 19801 




















United Nations Industrial 
Development Organization 







SCOTI 
<z 





SOUTHERN AFRICA 
REGIONAL INVESTORS’ FORUM 


(Botswana, Lesotho, Mozambique, 
Swaziland and Zimbabwe) 


16-19 June 1998, Maputo - Mozambique 
Hotel Rovuma Carlton 








* supportive investment climates 


* vateway to SADC and COMESA markets 






* untapped natural resources 






V unique opportunity to discuss more than 80 business opportunities 





prescreened by UNIDO in horticultural and agro-based industries, 






manufacrunng, tourism and mining with local investors and to meet 






senior government officials responsible for investment promotion, 






For further information and list of opportunities please contact 






UNIDO — 
Regional Coordinator 
Investment & Technology Programme for Africa 
PO Box 300 
A-1400 Vienna, Austria 
Tek: «431 211 31 3896 or 4866 
Fax: +431 211 31 6806 or 6808 
E-mail: africainvest@unido.org 
Internet: 











/www.unido.org /investopps 
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AUTHORS WANTED 


Leading subsidy book publisher seeks 
manuscripts of all types: fiction, non- 
fiction, poetry, scholarly, juvenile and 
religious works, etc. New authors 
welcomed. Send for free 32-page 
illustrated booklet S-92, Vantage Press, 
516 W 34 St., New York, NY 10001, USA 










IMMIGRATION TO CANADA 
Canadian Immigration Lawyer will 
prepare Visa application and conduct 
job search for prospective immigrants 
Very reasonable fees. Leonard 
Simcoe, Ref. E, 1255 Laird Blvd., 
#208, Mt, Royal, Quebec, Canada 
H3P 2TI. Fax (514) 739 0795 

Email: 76143.2031@compuserve.com 


BY CPA IN LONDON 
US/UK tax return service and US/UK 
tax advice + full accounting services 
for US citizens and US ‘green-card’ 

holders living/working abroad. 

Serving individuals and corporations 


I. N. MOKHTAR FCA CPA 
Telephone (01273) 561195 

















Virtual Gaming in Antigua 


Antigua has legislation licen es to 
suitably qualified ci 


sports betting. lotteries 


to grant 


impantes tort international 


and online casmos 


For information on obtaining a licence contact 


Forbes Ltd, 

PO. Box W2B1 
St. Johns lel: 1 
Antigua Fax: l 


APARTMENTS IN 
LONDON & EUROPE 


EURACOM 


TEL 44 171 436 3201 
FAX 44 171 436 3203 


www.forbesantigua.com 


248 462 6355 
248 462 6154 


Www.euracom.co.uk 


START YOUR OWN 
IMPORT/EXPORT AGENCY 


No capital or exp. req. No risk. Work 
from home. Part/Full time. Help Desk 
! Established 1946. Chents in 120 countries 

I Free Booklet. 


' WADE WORLD TRADE 

[| Dept 2c24 50 Burnhill Road 

" Beckenham Kent BR3 3LA 

i lel: +44 (0) 181 650 0180 (24hrs) 
Fax: +44 (0) 181 663 3212 

I http://www wadetrade com 

&RgjRieeeneeaees eee es ee oe 





FREE CASH GRANTS! College. 
Scholarships. Business. Medical bills. 
Never Repay. Toll Free 1-800-218- 
9000 Ext. G-4265 US Only. 





GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext. H-4265 for 
current listings. 





FINANCING WORLDWIDE from $3 
mill. to $5 bill. and up to 7.5% app 
AMC (215) 343 9180, Fax (215) 343 
5969, 3146 Bristol Rd., Warrington, 
PA 18976, USA. 





2ND PASSPORTS / Driver's Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards 
GMC, Fax: *3120-5241407; E-Mail: 
100413.3245@compuserve.com; 
http//www.global-money.com 









AMT a SERVICES SINCE 
o" ‘Modern comfortable * 
Serviced Apartments offering Best Value tor Money 

Unbeatable location in South Kensington 
2 person apartment from £70 per a ore 
4 M» CU as £115 per night 


| Tourist 8 









Oi 


ard Commended 


ASHBURN GARDEN APARTMENTS 
3 Ashburn Gardens, London SW7 4DG. U.K. 





Tek ++ 44 171 370 2663 
Fax: ++ 44 171 3706743 





SECOND 


PASSPORT 
FREE REPORT 


Reveals The Insider Secrets of 
Visa Free Travel 
Alternate Citizenship 
Tax Free Living 
For your FREE 16 page Report contact: 
Scope International Ltd, Box No 6979 


Forestside House, Rowlands Castle, 
Hants, PO9 6EE, England, UK. 


Tel: +44 1705 631751 
Fax: +44 1705 631322 


E-Mail:scopemail@compuserve.com 
Internet: http://www. britnet.co.uk/scope/ 





EN 


CANADA IMMIGRATION 


TI OPPORTUNITIES | 


Canadian immigration for su 
: s under appli 


il business persons 


’ visa programs. 


backed investments available with 


mong a y Internet World | 
assessment of your qualifications, without obligation. B ea 
Canadian law prahi 


LAW OFFICES OF COLIN R. SINGER, Attorney 


Canadian Citizenship & Immigration 
85140-4999 Ste-Catherine St. West 
Montreal, OC, Canada, H3Z7 NK 


> 
As 


its the release of case progress to foreign. Consulta 


lel: (514) 487 
bax: (514) 487 


F.mail: csinger 


2011 
2385 


LIII 


"Canada 's leading internet law firm" 


World Wide Web Site: herp 


:// www.singer.ca/ 
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UK & Offshore | 
Company Specialists | | 


* Attorney owned and operated 


Fax 305-672-9110 


*« FREE Information 
* All U.S. States and Offshore 





'Teations.com 


TRADEMARK 





The C Company Store is one of the 
) r , ved prof H 


in UK a 


INTERNATION AL. 


- rem dide. 

* Free colour brochure 

* Free nome check 

* Full nominee & domicilation & 
associated services 

* Ready mode & own choice of 

nome Co's 

* We undertake to refund the 
difference, if you can obtain the same 
services elsewhere at a lower cost 


2nd PASSPORTS 


OFFSHORE COMPANIES 


For confidential, professional service 
contact 






Maritime International Ltd. 
P.O. Box WC166, Bay View Place, 
Crosbies 
St. John's, Antigua, West Indies 
Tel *1 (268) 461-2024 
Fax *1 (268) 462-2718 
Email: maritime@candw.ag 


CUT TAXES 
WITH PRIVACY 



















FREEPHONE (UK) 0800 TETET 
THE COMPANY STORE 





Harrington Chambers, 26 North John Street, 





Use USA & Offshore 
Companies And Trusts 
For FREE CONSULTATION 
and our Brochure contact: 


BUSINESS SOLUTIONS, INK 
Phone.: USA+(619) 578.7541 


FAX: U5A«(619) 578-0238 
E-mail: gbsémillennianet.com 





| 





COMING TO LONDON? 
Then why not stay at Endsleigh Court where yi 
in be sure of a fri 
Our large block is centrally 


contained studio apartments wilh we 


ENDSI EIG He |! ‘ol RI 
24 UPPER WOBURN PLACE 
LONDON WCIH OHA 


[elepho e: 0171 N78 I 


é OFFSHORE 
TAX-FREE 


cormpanicos world-wide 


formation and administration 
of companies 
opening of bank accounts 
tel/fax/mail forwarding services 
LAV ECO LTD. 
1092 Budapest, Ráday u. 33/a, Hungary 
Te 161) 217-96-81. 216-54-13 
Fax: (361) 217-44-14 
E-mail: laveco @mail.matav hu 
Ask for our FREE information 
brochure! 
Languages spoken: English, 
French, Russian, Bulgarian 
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crully and courteous welcome 





Liverpool L2 RU, UK. 

Tel: +44 151 258 1258 Fax: +44 151 236 0653 
E-mail: enquiries © companystoreworldwide.com 
Visit our web site of: 
http: / /www.componystoreworldwide.com 





Offshore 


"Tax Planning 


We incorporate and provide management 
services in all leading jurisdictions 
Offshore structures can cut taxes and offer 
significant asset protection 


For further information, please contact 


INTERNATIONAL COMPANY 
SERVICES LIMITED 


ISLE OF MAN - DIANE DENTITH - FCIS 


TEL: + 44 1624 801801 
FAX: + 44 1624 801800 
E-Mail: iom@icsl.com 
GIBRALTAR - STEVE ROWLEY 
TEL: + 350 76173 
FAX: -- 350 70158 
E-Mail: gib@icsl.com 
HONG KONG - SIMON HANLEY 
TEL: + 852 2542 1177 
FAX: + 852 2545 0550 
E-Mail: hk@icsl.com 
SOUTH AFRICA - ANIKA SAVONA 
TEL: + 27 21 418 4237 
FAX: -- 27 21 418 2196 
E-Mail: icssa@iafrica.com 
UK - MS PEYMAN ZIA 
TEL: + 44 171 493 4244 
FAX: + 44 171 491 0605 
E-Mail: uk@icsl.com 
USA - JERRY BAKERJIAN - BBA 
TEL: + 1954 943 1498 
FAX: + 1 954 943 1499 
E-Mail: usa@icsl.com 


http: //www.ICSL.com 





WORLD WIDE 


No. 1 OFFSHORE 

COMPANY AND 

TAX PLANNING 
SPECIALISTS 


Since 1975 our worldwide staff of 
disciplined 


over 275 mult 
professionals including lawyers 
chartered accountants 
secretaries 
provided confidential 


the major low tax areas 


Through our network of international 


offices we are able to provide 


6 A choice of over 750 ready-made 
companies available 


@ Arrangements of Nominee Services 


€ Management & Admin Services 
€ Accountancy & Audit Services 
6 Bank Introductions 

© Offshore Trust Services 


© BAHAMAS 

© BELIZE 

@® BV ISLANDS 
@ DELAWARE LLC 
© GIBRALTAR 
© HONG KONG 
€ HUNGARY 

e IRELAND 

© ISLE OF MAN 
e JERSEY 

€ MADEIRA 

© MAURITIUS 
e NEVIS 

© SEYCHELLES 


$500 
$500 
$500 
$495 
£250 
$450 
$1995 
£225 
£250 
£495 
$2250 
$500 
$575 
$350 


Other Jurisdictions & Offshore Banks 


Available on Request 
—À EVELINE KARLS 
Tel: 4352 224 286 Fax: «352 224 287 
FINLAND - JENNY KOMPULAINEN 
Ta $35 ROE H 5 GF 4 565 . 
UNSGARY * LASZLO ! kiss BSc (Econ) 


Tal Mi ] 3850 Fax 151 y 7. 


CYPRUS CHRISTODOULOS VASSILIADES 


Attorney-at-Law 
Tel: «357 2 473211 FAX: «357 2 463463 
SOUS: nn BEAN 
Tel: +65 535 3382 Fax 535 3991 
HONG KONG- RAYMOND CHOI 
MBA WILIA — 
2 262201 95211190 
| SHANGHAI - BART DEKKER LLM 
USA WEST COAST. -AICS Ltd 
"EV MIRECKI à 


^14 654 3344 Fax | 14 B54 696) 


For immediate Service & our Free 110 
Page Colour Brochure Contact: 


ISLE OF MAN - C W FORSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 


Isle of Man, Great Britain, IM99 4EE 
E-mail: economist&'world-mail.com 


TEL: +44 1624 815544 
FAX: «44 1624 817080 
LONDON - — COOK, 85c 


f oe l 49 


1509002 CERTIFICATED 


Toll Free From USA: 
1 800 283 4444 
Freephone From UK: 


0800 269900 


Offshore Information on 
www.ocra.com 


chartered 
and bankers have 
and cost 
effective company formation in all 


s! aeaa 


OFFSHORE 
COMPANIES 


BY LAWYERS 


SCF is one of the world's largest tax 
planning practices. Fully owned and 
operated by lawyers and accountants 
All our consultants are professionally 
trained and will ensure your affairs will 
be dealt with in an atmosphere of 
utmost privacy and confidentiality 


WORLDWIDE OFFICES CAN 
Z PROVIDE: B 

@ BANK INTRODUCTIONS 

@ FULL NOMINEE FACILITIES 

@ FOUNDATION REGISTRATION 

@ TAX PLANNING ADVICE FROM QUALIFED 
LAWYERS & ACCOUNTANTS 

€ COPYRIGHT & PATENT REGISTRATION 

@ ASSET PROTECTION TRUSTS 

© VESSEL/YACHT REGISTRATION 

@ FISCAL MIGRATION/2ND CITIZENSHIP 


LOWEST 1* YEAR 
& ANNUAL FEES 
GUARANTEED 


For confidential & friendly advice please 


LONDON OFFICE 
90-100 SYDNEY ST. 
CHELSEA, LONDON, 

SW3 6NJ 
TEL: + 171-352 2274 


FAX: + 171-873 9688 
E-mail: offshore@scfgroup.com 


FREEPHONE: 0800 262 856 
www.scfgroup.com 


DUBLIN OFFICE 
21-29 LWR PEMBROKE ST, DUBLIN 2 
TEL: + 353-1-662 1388 
FAX: + 353-1-662 1554 
E-mail: offshore@scfgroup.iol.ie 
her European Offices 
Athens, Budapest, Lisbon, Monaco, Moscow 
Nicosia & Sofia 


For a free colour brochure on 
how you can save taxes please 
complete this coupon below: 


Name 





Address — 
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ECONOMIC INDICATORS 


OUTPUT, DEMAND AND JOBS Japan's jobless rate leapt to 3.9% in March, the highest | 
since records began in 1953. Industrial production slumped by 2% in March, leaving it 5.3% 














down on a year earlier. Britain's GDP growth slowed to 2.8% in the year to the first quarter; 
| output was only 0.4% higher in the first quarter, the lowest quarterly rise since 1995. 


% change at annual rate 



























































The Economist poll Industrial Retail sales Unemployment 
GDP GDP forecasts production (volume) % rate 
3mths! 1year — 1998 1999 3 mths! 1 year 1year latest yearago 
Australia +18 +3604 +32 «3! +32 +270 + 40 Q4 82 Me 87 | 
Austria na +20 197 +26 +26 +183 +67 Nw + 33 D« 73 M« 7.0 
Belgium -14 42508 +427 «28 ma +55 fb  *290«  125Mw 13! | 
Britain +18 +28 0) +23 +139 -23 -02 feo + 4,1 Mar 64 fets 7.6 
ar +30 «4201 +33 +28 - 08 + 14 jan +37 Nv 85 Mx 93 | 
Denmark +45 44408 429 +27 +32 +41 fed +20 > 71 feb 83 
France - +31 +3003 «28 +27 +73 475 feo +21 fe 120 Ma 125 
Germany £V! 42406 +26 +27 +85 +43 fe -O1 feb 115 Mw 1012 | 
Italy +07 +2808 423 +29 +30 +19 feb +07 Oe 120 an 12.1 
Japan -07 -02 Q4 nil + 1.0 -54 -S3 Mw -89 feb 39 M. 33 
Netherlands +36 43804 433 +32 +70 +49 feb +435 0d 4B Mats 58 
Spain +37 +3604 435 +35 +79 4118 Feb na 198 Q* 217 
Sweden +92 «43305 +29 +29 -21 +68 fed + 3,9 Feb 64 mat 84O 
Switzerland +19 +2004 +17 +21 m +6803) +15 fo 46 Mar 56 
United States +37 +3704 +28 +23 +09 «43Mw +38 fb 47 Mw 52 


*Not seasonally adjusted. * Average of latest 3 months compared with average of previous 3 months, at annual rate. tDec-Feb. &New series; claimant count 


rate 4.9% in March. * *Jan-Mar 





PRICES AND WAGES Italian workers received a 2.7% pay rise in the year to March, a 1% | 


increase in real terms. Australian consumer prices rose 0.3% in the first quarter, although 


prices are still 0.2% lower than a year earlier. Belgium's 12-month rate of consumer-price 
inflation increased to 1.5% in April; so did Denmark’s, to 2.3% in March. 




















COMMODITY PRICE INDEX 

The Chinese government has 
lowered the price it pays to cotton farmers 
for the first time in a decade, as part of a 
plan to modernise the industry and tackle 
problems of oversupply. Although textile 
exports have faltered, high domestic prices 
have spurred farmers to grow more cotton. 


. China’s cotton stocks have risen by 40% in 


a year, so that it now holds 4096 of world 
stocks. It recently exported 1m bales 
(218,000 tonnes) of cotton and intends to 
sell more, prompting American growers to 


. complain of dumping. Imports are ex- 


pected to fall by half, to 400,000 tonnes, 
this season. China may soon become a net 
cotton exporter, putting further pressure 
on prices, already at four-year lows. 

















1990-100 % change on 
Apr21st — Apr28th* one one 
VM month — year 
. Dollar index 
All items 99 7 982 - 15 -189 
Food 1172 1139 - 32 -188 
| Industrials MX 
All 844 846 +05 -190 
Nfat 96 3 954 - 25 -234 
Metals 72 . 780 528 -155 
Sterling index ER C 
All items 106.2 1051 = 11 -207 
Food 1248 1218 - 28 -206 
Industrials — » 
All 89.9 905 +08 -208 
- Ntaf 102.6 1021 - 21 -253 
Metals 82.2 835 +32 -174 
SDR index 
All items 100.3 988 - 21 -180 
Food - 117.9 1146 - 38 -179 
Industrials i y 
E B4.9 851 - 02 -181 
Nfa 97.0 961 - 31 -225 
Metals 77.7 785 +21 -146 
. Gold 
| $peroz — 30855 30805 +22 - 94 
. Crude oil North Sea Brent 
$ per barrel — 1465 1440 - 02 -226 


% change at annual rate The Economist poll 

Consumer prices* consumer prices forecast Producer prices* Wages/earnings 

3 mths? 1year 1998 1999 — — 3mths! 1 year 3mths? 1year 
Australia +10 -02Qi +14 +22 -13 +0990 +64 +39% 
Autria — +16 «10Mx  — 16 4 18 +13 +05 Mx na na 
Belgium — +13 +15 Ape +16 +19 -49 +04 feb nl + 3.2 04 
Britain £13 435 Me 43) +27 “+09 +10 Mr +74 «45h | 
Canada +30 +09 Me +15 +19 — 17-06 Mr +93 +08 fo | 
Denmark +08 +23 Ma +23 «25 -26 41.0 Mr +31 +39 Nw | 
France +01 + 08 Mañ #12 +17 - 01 +09 in +22 «29 Qa 
Germany +09 «11 Ma +16 +21 -06 +02 Mw na +12 Fer 
Italy +23 +17 Mr 420 +23 +13 413 > +26 +27 Mar 
Japan -26 +19 Feb +05 +03 -29 -11 Ma na +03 feb** 
Netherlands +43 ELINE +21 +24 -20 +07 Me +22 *30h 
Spain +14 +18 Mar +21 +26 -17 +05 fb +32 +29 06 
Sweden na +10 Mr +16 +19 +04 +09 Ma +73 +37 Der 
Switzerland +04 — nil Apr +06 +12 -30 -07 Ma na +0519 
United States +05 +14 Ww +18 +24 -40 -18 Me +41 +40Me | 


*Not seasonally adjusted "Average of latest 3 months compared with average of previous 3 months, at annual rate * *New series §New weights 





@ AUSTRIA Asit prepares to join the Eu- 
ropean monetary union next January, 
Austria is in good economic shape. After a 
difficult couple of years of fiscal belt-tight- 


| ening, it can look forward to stronger 
. growth and low inflation. In their latest 





survey, the OECD's forecasters expect GDP 
growth of 2.7% this year, rising to 2.9% in 
1999. Inflation is expected to stay low, at 
around 1.5%. The current-account deficit 
should remain around 1.7% of GDP. And 
the registered unemployment rate looks 


| set to dip below 6%. But the OECD warns 


that the economy is vulnerable to an early 
hike in European interest rates. It urges the 
government not to relax. More labour- 
market deregulation is called for; the 
health and pension systems need further 
reform; and taxes are still too high. 





100 


% increase on a year earlier 


Consumer prices? 


% increase on a year earlier 





* Provisional. * Non-food agricultural 


Balance of payments 


Unemployment 


% of labour force 
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FINANCIAL INDICATORS 


STOCKMARKETS All the bourses in our table fell in the week to April 29th. Investors wor- | 








E CATASTROPHES Last year was the 
least disastrous since 1986, measured by | 
catastrophe-insurance payouts. According 
to Swiss Re, a reinsurer, worldwide in- 
Dec 31st 1997 sured losses were $6.7 billion last year, 
high in local ins | around half 1996's figure in real terms, 
. and barely one-fifth of 1992's record high. 
——* 3? | Noone disaster caused losses of $1 billion. 
| Storms, particularly severe in Eastern Eu- 
rope, were the chief source of insured cata- 
strophic losses, costing $2.5 billion. De- 
spite headlines about El Nino, storm 
losses were less than half what they were in 
1996 and much smaller than during the 
previous powerful El Nino, in 1982-83. 


ried that American interest rates could soon rise and took profits on their gains so far this 
year. Milan slumped 11.0%, but is still up 34.6% this year. London slipped only 1.7%. 


Share price indices 


% change on 
1998 
low 


Apr 29th high 


2,5424 
1,245.7 - 


—— — ——————————————— 
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1,569.0 
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3,015.9 
5,833.1 
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7256 7788 
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| 24050 











24296 25502 
5,1085 54420 
italy 14175 1,654.4 
Japan 15,3954! 172643 14,6644 - 


Netherlands 





. +847 
| 719.6 
+47 RY 


1,127.6 1,188.0 


eit — M—— ————————————————Tx 








89515 — 91849 
1,059.3 1,097 2 896.5 -32 1 - 35 
*Morgan Staniey Capital international index includes above markets and seven others, in dollar terms. * April 28th 











rr MM 
MONEY AND INTEREST RATES Bond markets had a rocky week. In tandem with shares, 
bonds plunged on April 27th on fears that the Federal Reserve may soon raise American 
interest rates. European bonds later recovered, but American Treasuries drifted lower. 




















| Money supply* interest rates % p.a. (Apr 29th 1998) 
% rise on yearago over-  3-mth money market banks bond yields Eurocurrency 

] narrow broad night latest — yearago prime gov't! corporate — 3mths bonds 
Australia 4121 464 feb 498 — 493 6.03 875 584 636 494 540 
Austria — +47 +11 wn 338 — 365 3.43 650 512 na na — 563 
Belgium *76 +64 wn 362 3.79 3.19 725 509 527 386 470 
Britain +68 +95 Ma 900 738 6.38 825 587 642 7.37 6.12 
Canada ——— +88 530 Ma 468 486 322 650 548 609 497 5.30 
Denmark na 438 fb 360 396 3.60 625 522 7.13 391 490 
Frame — +111 443 feb 338 > 350 — — 325 655 502 512 358 468 
Germany +55 +40 Mw 343 366 325 495 496 498 347 463 
Italy +84 +88 f 569 465 7.00 825 528 558 505 493 

| Japan - +88 +45 Mw 042 055 044 163 176 148 048 113. 
Netherlands +75 +72 dec 338 3.62 3.09 $25 5.00 5.34 356 463 
Spain 4116 «31 Mar 462 — 435 5.52 725 514 540 433 472 
Sweden na -04 Ma 425 455 401 510 53! 532 46! 508 — 
Switzerland +85 +16 an 138 1.44 181 350 317 336 147 236 
United States +05 +99 ww 531 5.49 5.71 850 581 690 567 576 
t Ten-year bond rates (old series. Britain 15-year 5.87%, United States 30-year 6.0896). +April 27th 
*Narrow M1 except Britain MO, broad: M2 of M3 except Britain M4. Sources Banco Ambroveneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, Chase 
Manhattan. CA IB Investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale, J.P. Morgan, Paribas, Royal 
Bank of Canada, SE-Banken, Svenska Handeisbanken, WEFA Group, Westpac, DatastrearnviC V. Rates cannot be construed as banks’ otters. 
—————————————————— —P——————— es 
TRADE, EXCHANGE RATES AND RESERVES The pound's strength is hurting British exports. In February Britain recorded a visible-trade 


deficit of $3.6 billion, the largest in sterling terms since 1990; the 12-month gap widened to $22.7 billion. The yen's trade-weighted value fell 
0.8% in the week to April 29th as gloom about the Japanese economy deepened. The dollar rose by 0.5%. 
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Trade balance*, $bn Current account , $bn Exchange rate Currency units per $ Currency units Foreign reserves? $bn 

latest latest 12 latest 12 mths Apr29th year ago peré perDM  perecu latest year ago 

month months Apr29th yearago - Ant 
Australia - 024 rb + 13 - 13304 852 99.2 1.54 1.28 258 0.86 170 165 rb 140 
Austria -07205  - 56 - 19 Fb 1028 1034 126 122 21315 7.204 | 109 2019 221 
Belgium - 035 de + 109 + 139 Dec 1020 1031 3710 357 619 206 408 69 fb 169 
Britain -3.61 Fe — - 227 + 730 1062 1001 060 062 - i DSI 066 323 0« 399 
Canada + 128 Feb +150 - 122 Q4 822 84.1 144 — 140 240 0.80 158 . 212 Fb — 209 
Denmark +029 n + 37 + 110 1042 105.9 684 659 143 #8381 754 204 feb — 146 
France + 229 fe — «316 + 392 Jan 105.5 106.0 6.01 584 - 10.05 335 . 663 321 feb — 278 
Germany +672 fb +719 —- 13 Feb 103.4 104.7 1,79 1.73 | 3.00 - 198 777 te — 806 
italy — +190 ian +289 + 368 Dec "ES 762 1772 172 2.961 988 1,954 547 feb 457 — 
Japan +11.38 feb +1083 +102.9 Feb 117.2 120.1 132 127 AMO ES 145 2220 feb — 2171 
Netherlands + 1.03 Janů + 162 + 231 Q3 1015 1027 2.02 1.95 337 (133 223 (243 feb 268 
Spain - 140 f — - 186 + 72 Jan 76.6 779 152 146 254 9 168 682 fe 602 
Sweden | *142M. + 173 + 59 feb 86 6 835 775 . 1784 1310 432 855 93 fb 160 
Switzerland + 00! fe + 05 + 20904 1053 1040 149 147 249 083 165 348 Feb 351 
United States -18.57 fed -200.9 -1664 Q4 1095 1064 rey e | 167 — 056 110 590 à — 572 
* Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cil/ob. ' 1990100, Bank of England. Excluding gold, IMF definition 
§Not seasonally adjusted 
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EMERGING-MARKET INDICATORS 


|I HOTEL PRICES Business travellers to ECONOMY South Korea's industrial output fell by 10.1% in the year to March. The country 
Tel Aviv are likely to face the steepest hotel | had a $10.7 billion current-account surplus in the first quarter, compared with a $7.3 billion 

prices. According toAmerican Express,the | deficit in the same period last year. Poland’s current-account deficit widened to $4.4 billion 

lowest corporate rates in first-class hotels | in the year to February. Mexico's trade deficit widened to $2.8 billion in the year to March. 


were $268 a night in the first quarter of 














































































































1998—almost a fifth up on a year earlier. | — M Change on year earlier — h— à latest 12 months, Sbn— — Foreign reserves, Sbn. 
| Latin America is also a pricey place for Ba mada pene Nis —— — verspe | 
businessmen to visit. Rooms in Buenos | china + 729) -26ww + 0.7 Mer +44.) Ma +23.1 1997 1437 un 110.6 | 
Aires and Rio de Janeiro cost $240 and | HongKong +57% - 02o0« + 48ww«  -195;&  - 261996 803 im 659 
| $230 respectively. Asia's financial chaos | india + 56 1997 — «59.0 + 91rb — - 58e 4B 197 254 mw 27 — 
has brought hotel prices down. The price ^ !ndonesia «$610, 1309790 9 DUM sug A A 190 
ofa room in Bangkok has fallen from $100 maysa TEE A EE E RR bp L = ue ES S IT 
. . ilippines + 47 04 +19.4 Now + 73 Mae - 9B fhe - Q3 B lan : 
in the first quarter of 1997 to $76 this year. Singepore — ka “16.2 fe AR bate ia 58 r +1380 744 m. 75) 5; 3531 | 
South Korea + 39 oa -10.1 mar + 9.0 me + 6.2 Mw — * 9.1 Mar 267 > 305 | 
Taiwan + 7.1 ga + 39 M» + 26 Ma + 58 My + 74 Qa 84.0 feb 88.6 
ot ratos Telad + OA ip? -165 im + 95 ue - 53o  — e 254 e — 3/2. 
rst class per night, $ 
0 $0 100 150 200 250 300 Argentina — 4 820: — «* GA Me + O08 Ww TIS fee NOT Oe 220ww  ÁX 14. 
Serres * - : z . Brazil + 19 04 - 15 feb + 43 wy - 7.5 Mw -32.7 Q) 68.6 Mar ‘StS 
Chile $960  ^*19m + 53M»  -24Mw  - Alo 169 ww 16.0 
Colombia "4 5.5 04 +11.7 Dex + 19 2 Mar F- 2.9 Dec - 55 1997 95 Dec 96 
Mexico +6708  472F*b + 153Mw - 28M»  -730 291 213 
| Venezuela + 5.5 1997 na + 38.3 Mar +115 Nv +5997 £4144 De 118 
Greece + 3.5 1997 + 52 De + 46 Mar -18.7 oa - 48 de 143 Feb 18.8 — 
Israel ^ * 150  -12m  * 44 Mw -71w -36% 215 mb 139 
| Portugal #36197 + 27 Jan $72 3w* = -1040e -55 Feb (351 M. 16S 
| South Afrka +08% - 15> + 54mm  +3ire - 190 45 mn in? 
| Turkey 308706. 1569 4 039. .-2119x = aa | 1995 Me. 163: . 
| Czech Republic + 22 o4 + 87 te + 134ww — - 3.6 Mar - 32 Q4 |— 99 in 11.8 | 
| Hungary — « 5304 — «1125 — * 164 Mw -19rb -09mb 91: — 87 — | 
| Poland — — «$650 $149 Mw — * 139 Me — -li5re — —4d4t— — 229 i$. — 180 O 
| Russia 01.5 «129» ¢ B6Me — «MAR «750 105 n 99 


* Visible and invisible trade balance. "Includes gold &New senes 








FINANCIAL MARKETS Asian stocks had another bad week. Jakarta plunged 7.1% as inves- 
tors worried that the IMF might not disburse more funds and that interest rates could rise 
further. Singapore bucked the trend, rising 1.8%. Lisbon and Athens followed most European 
bourses lower. Istanbul was hit by political worries. Prague rose 5.2%; Budapest fell 5.3%. 




























































































Currency units Interest rates — Stockmarkets % change on 
per $ per £ short-term Apr 29th Dec 31st 1997 
Apr. 29th yearago Apr 29th % p.a. one in local in $ 
week currency terms 
China ^ 828 8.29 138 8.08 1,410.2 £01^- E «€ €i | 
HongKong —— 774 — 775  — 129 654 1047112 | -46  - 23 - 23 | 
India | 398 . 358 664 2335 319/03  - 50 + 85 + 70 
indonesia — 8150 — 243! 13617 35.45 465 2 -7!1 + 158 - 219. 
Malaysia 3 74 251- . $25 = MO. 628 HOS. * AB 96 | 
Philippines — — 401 264 669 1443 2040 — —09 + 142 122 | 
Singapore 159  — 145 265 523 (5021, 18. = 1B a 42 | 
South Korea 1,338 892 2235 19.85 _ 471. = 34 + 108 + 404 | 
Teen N nay E OS I. HEUTE LPS ABEL SE 
Thailand 38.6 261 64.5 22.50 412.3 - 56 + 106 + 38] 
Argentina 1.00 100 — 167 100 692.4 -26 + 08 + 08 
| Brazil 114 — 106 19! 2317 115280: 0 38. 1 7131 e 102 — 
| Chile — à 453  — 419 — 756 13 08 ESTE J A 09 ^ 7 45 ce 75 
| Colombia 1,363 1057 2277 3112 1,2307 -03  - 140  - 182 
| Mexico 8.50 7.95 14.2 1808 5027 = 26 = 38 - 88 
Venezuela | 537 480 897 3761* 62600 ^ -.92  -.277 - 331 | 
Greece 531811.— HONS 529 13.10 2,511.6 -43 + 697 + 522 
israel 3.703. 6.18 [WEIT S 64a ee FOR we 
Portugal BEO RPE 37 GA BG 45 2312 « 513 - 51$ ..| 
South Africa 5.05 445 BA —— 1275 81812 TEE + 202. | 
Turkey 249,720 135,560 417,232 65.66 19832 — - 88 + 154 - 43 | 
Crech Republic — 330 à 309 à— $552 1328 503.4 aE, hn! 2 A e 6. 
Hungary Z2 ae 352 17.94 8,502.8 - 53's 4-53 4 30 
Poland — 34! 316 5.69 2386 - 124542 +14 + 190 + 231 
| Russia 6.00 576 1002 30.00 .. 3002t  - 35  - 228  - 228 
| 


*New series. tNew index. tApril 28th 





Sources: National statistics offices, central banks and stock exchanges; DatastreamvICV; Reuters; SBC Warburg, J.P. Morgan; Hong Kong Monetary 

Authority, Centre for Monitonng Indian Economy, Bank Negara Indonesia; Malayan Banking: Philippines National Economic and t Authority; 

| Hoare Govett Asa; FIEL, Banng Securities; Merrill Lynch; Bank Leumi Letsrael Standard Bank Group: Akbank: Bank Ekspres: Deutsche Bank. Russian 
Economic Trends 
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Cisco is making 
billions running its business 


on Oracle Financial and 


«4 Wm a! ] 
^ | 
Ju URL 
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nufacturing Applications. 
So, what are you 


running on these days? 


qs | / 
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Cisco Systems is a global, networked 
business. As che worldwide leader 

in networking for the Internet, Cisco 
has rocketed to multi-billion dollar 
size in just a few years. How does a fast- 
growing company effectively manage 
its business? With Oracle Financial and 
Manufacturing Applications. Cisco 
runs its worldwide business operations 
on Oracle Financial, Manufacturing 
and Order-Entry Applications. What's 
more, all Cisco operations are managed 
off of Oracle databases. Even customers 
and business partners gain direct 
access to Oracle databases to improve 
business efficiency. Oracle Applica- 
tions have helped Cisco cut costs, increase 
sales and add accuracy, speed and 
flexibility to its business operations. Run- 
ning its business on Oracle, Cisco 

has become the most highly networked 
business in the world. Give your 
business what it needs to run more comp- 
ecitively. For more information, visit 


wuww.oracle.comlinfol4 or call, within 


Japan, 03 5750 144] 


ORACLE 


Enabling the Information Age’ 
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HURRY UP AND RELAX. 
NORTHWEST CAN GET YOU TO THE US. 
SEVEN HOURS FASTER. 


When it comes to business, sooner is always better. That's why Northwest Airlines makes travel to the US. 
as quick and convenient as possible. 

We boast 9 gateway cities in the U.S. and provide more nonst ip service than any other airline — including our 
newest nonstop service from Nagoya to Detroit 3 times weekly beginning June 3. That's a total of 46 nonsk »p flights 
each week through our Detroit and Minneapolis/St. Paul hubs. 

And those same hubs enable us to provide unparalleled access to and from the East Coast. 


Our carefully orchestrated network of connections ensures that you get where you're going faster. 
Up to seven bours faster, to cities in the eastern U.S. 


Upon your arrival, the state-of-the-art customs and immigrations facility in Minneapolis/St. Paul whisks vou 
through with impressive speed and efficiency A much appreciated amenity for any weary traveler. 
Time is more than money. It's life. Now you can enje ) y more of it. 


NORTHWEST 


| ~ 


BRIDGING 
mMPACIR LE Di998 Northwest Aie Inc North 
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At Novartis, it’s a question of 
| ife Sciences. As the world’s 
leading Lite Sciences company, 
we are applying New Skills in 
every aspect of I ife Sciences 
to meet the needs of billions 
ot people around the world. 
Olivia Bradley is one of 87,000 
Novartis employees in the 
fields of healthcare, agricul- 
ture and nutrition who are 
using advanced research, 
innovative technologies and 
new medicines and treatments 


to solve life’s challenges. 


l5 NOVARTIS 


Novartis. 
We're with you...for life. 





gri 
new skills in the science of life 
www.novartis.com 
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Daimler-Benz's merger with Chrysler will 


be the biggest ever industrial marriage 
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leader, page 15; the noises from Detroit, 
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LETTERS 


Good investment 


Str—Thanks to The Economist 
("Japan on the brink” April 1th), 
we know what Japan's problem 
is: despite appearances, it doesn't 
have a "normal" stockmarket 
and "above all it is not a market 
in corporate control" Compa- 
nies have been squandering 
shareholders' money on waste- 
ful, low-yielding investment. 
Now nemesis is upon them. 

In fact Japan's low-yield-on- 
investment recipe has proved a 
perfectly viable route to healthy 
economic growth, however 
much it, and the cross-sharehold- 
ing that sustains it, may be anath- 
ema to the international finan- 
cial community. Furthermore, 
yields are low only compared 
with "normal" countries like 
Britain and America, not abnor- 
mal ones like Germany or Italy. 

Japan's present serious down- 
ward spiral of confidence was 
started by scared consumers, 
reacting to inept fiscal and wel- 
fare policies. In spite of those low 
yields, they started to save even 
more, not to spend. The crisis is 
not evidence of deep supply-side 
problems. A growth rate of over 
3% in 1996, in spite of continuing 
debt-inflationary effects, showed 
that. As for those unfunded pen- 
sions which you say are going to 
bring Japan's corporate giants 
crashing down, they are cyclical. 
The "pension holiday" British 
companies enjoyed did not last 
for ever. Nor need Japanese com- 
panies’ “pension overtime". 

However, for all the virtues of 
their system, the overwhelming 
majority of the Japanese elite 
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seem hell-bent on making Japan, 
in The Economist's terms, a “nor- 
mal” country, thanks largely to 
the steady return flow of Ameri- 
can-trained php economists and 
MBA businessmen. The only 
thing the Japanese can rely on to 
save them from themselves is 
sheer gut-nationalism perpetuat- 
ed by resentment at the constant 
self-righteous hectoring they get 
from such as Larry Summers, 
Robert Rubin, Michel Cam- 


dessus—and The Economist. 
RONALD DORE 
London School 

London of Economics 


Russian banking 


Si&—Your article on the refusal of 
the Central Bank of Russia to 
accept Boris Jordan as chief exec- 
utive of Mrk is misleading (April 
4th). Regarding Mr Jordan's posi- 
tion at theend of January the cen- 
tral bank believes he was 
engaged publicly in a “bear oper- 
ation". Having the infamous rep- 
utation he enjoyed in Russia's 
financial community, he tried to 
affect the market through the 
media, aiming not to advise the 
Russian authorities but to 
encourage an outflow of non-res- 
ident investment from Russian 
financial markets and a fall in 
Russian government securities. 
When the central bank took 
the decision not to approve Mr 
Jordan as chairman of MrkK it was 
guided only by Russian legal 
requirements. Any candidate for 
the top position in a Russian 
bank should have two years' 
experience managing, at least, a 
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department in that bank. A simi- 
lar requirement exists in many 
European countries. Unfortu- 
nately Mr Jordan does not meet 
these requirements; moreover he 
has no banking experience at all. 
Let me remind you that 
scrupulous observance of legal 
provisions in any country is not 
only the right but also the respon- 
sibility ofa central bank. 
SERGEY ALEXASHENKO 
First Deputy Chairman 
Moscow Central Bank of Russia 





Ulster apartheid 


Sir—I find it hard to reconcile 
your stand on apartheid in South 
Africa and Israeli-Palestinian 
relations with your bland accep- 
tance of the Northern Ireland 
peace agreement (April 18th). 

The section of the agreement 
relating to an assembly contains 
"arrangements to ensure key 
decisions are taken on a cross- 
community basis." Hence deci- 
sions must be supported by both 
a majority of unionist and a maj- 
ority of nationalist representa- 
tives. The loyalties of each will be 
registered as "nationalist, union- 
ist orother" to monitor this. 

If such a measure had been 
foisted on the new South Africa, 
requiring that key decisions only 
be taken with the majority of 
whites in parliament acceding, 
you would have complained that 
this institutionalised apartheid. 
If during the great American 
civil- rights campaigns, key legis- 
lation could have been passed 
only with a majority of black 
activists agreeing to it, you would 
have shrieked that this served 
only to enshrine racism. 

This agreement cements the 
electorate of Northern Ireland 
into two opposing camps, insti- 
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moth banks with federally- 
insured deposits, where failure 
could trigger a crisis of confi- 
dence and other problems for the 
economy. This federal scheme 
has not yet been used to bail out 
failed insurance and securities 
firms. With this new merger, 
these and other non-bank firms 
are now in the same corporate 
group with Citicorp. The result is 
increased taxpayer exposure, 
potentially to all of the $700 bil- 
lion in assets of this new group. 

If there is a serious problem at 
one of the non-bank affiliates, 
the company will be expected to 
do everything possible, includ- 
ing perhaps transferring assets 
from the bank, to save Citigroup. 
In the worst case, the government 
will have no choice but to bail 
out the largest financial compa- 
ny in the world. 

It is not unreasonable to sug- 
gest that Travelers should pay 
something in return for this fed- 
eral subsidy. It, like its Citicorp 
partner, could be covered by the 
Community Reinvestment Act, 
which encourages banks to 
invest in low and moderate- 
income neighbourhoods. 

A more market-based solution 
would require Citigroup, and 
other banks in this position, to 
pay a separate insurance premi- 
um to the Treasury similar to the 
deposit insurance premium 
banks now pay. How could Trav- 
elers argue against the concept of 
paying for coverage which 
ensures eternal solvency? 

KENNETH THOMAS 
University of 


Philadelphia Pennsylvania 





Cheers, Frasier 


Sik—Lexington on America’s 
westward cultural drift (April 
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Department of Trade and Industry 





Director General of Gas Supply 





(and prospective Energy Regulator for Great Britain) 


£720,000 


A Director General of Gas Supply is now being sought, to take 
up appointment in November 1998. It is expected that the 
successful candidate will also be appointed as Director General 
of Electricity Supply in due course. The Government is 
considering introducing legislation to create a single Energy 
Regulator for Great Britain, with responsibility for gas and 
electricity. In the event that such a post is created, it is expected 
that the successful candidate would become the first Energy 
Regulator. This is a challenging new post for the right candidate. 


The Government is considering whether individual regulators 
should be supported by a statutory advisory group, or replaced 
by a small executive board or commission. If individual regulators 
are replaced by boards or commissions, it is expected that the 
appointee would chair the new body in the energy sector. 


The gas and electricity industries occupy a central position in 
the UK economy, accounting for some 2% of GDP, and 
providing essential services for domestic, industrial and 
commercial consumers. The industries' regulators therefore 
have a key role to play in the competitiveness and welfare of 
the UK, especially where competition is not yet effective. 
Ambitious programmes for the introduction of competition in 
these industries are well in hand. 


Increasing convergence between the gas and electricity 
markets, with gas used for power generation and the same 
companies increasingly supplying both gas and electricity, has 
led the Government to propose that consistent and effective 
regulation requires the amalgamation of the regulatory regimes 
for gas and electricity. 


The successful candidate will be expected to drive forward a 
number of further initiatives arising from the recent green 
paper on utility regulation ("A Fair Deal for Consumers - 
Modernising the Framework for Utility Regulation”, Cm. 3898, 
March 1998). 


The Director General of Gas Supply is head of the Office of Gas 
Supply (OFGAS), with management responsibility for a staff of 
150 and an annual budget of £13 million. The person appointed 
will in due course, and subject to Parliamentary approval of 
legislation, face the management challenge of integrating 
OFGAS and the Office of Electricity Regulation (OFFER). 


To fulfil this demanding role you will have a good appreciation 
of how competitive markets operate, proven management 
skills, and experience of leading an inter-disciplinary team in a 
fast-changing environment . You will have strong intellectual 
and analytical skills, and an open participatory approach to 
decision-making; and you will be an excellent communicator, 
and of unquestioned integrity. You will need an understanding 
of how government and regulation operate. 


The salary is expected to be £120,000, though more may be 
available for an exceptional candidate; the package will include 
a pension contribution. The position is currently based in 
London, but the Government is consulting on the location of 
the proposed new regulatory body. 


For an information pack containing further details, together 
with response instructions, please telephone 0171 939 2500 
(24 hours), quoting reference A/1874/E and leaving your 
name, address and a contact telephone number, 


Alternatively if you would like to discuss the appointment in 
confidence, please telephone Alannah Hunt during office hours on 
0171 939 2399. Closing date for applications is 29th May 1998. 


Executive Search and Selection 


Price Waterhouse 

Southwark Towers 

32 London Bridge Street 

London SE1 9SY 

Fax: 0171 378 0647 

E-Mail: Alannah_Hunt@Europe.notes.pw.com 


The Department of Trade & Industry is committed to equal opportunities. 


Price Waterhouse o 
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EXECUTIVE FOCUS _ 


‘lo understand the nature of 
the Chief Economic Adviser's 
Job at State Bank of India... 





To be eligible for the position of the Chief Economic 
Adviser you have to be comfortable carrying out multiple 
roles under one designation. 


As Chief Economic Adviser (CEA) to the Top Management 
at State Bank of India you will act as the think-tank and 
advise the Bank on the multifarious c hanges occurring on 
the national and international economic front, this in 
conjunction with the role that the banking sector in general 
and the State Bank of India in particular may be required 
to play. 


As Chief Economic Adviser you will have the support of 


the Bank's Economic Research Department which has six 
divisions, namely Money and Banking, Trade and Industry, 
Library, Publications, Evaluation and Monitoring cell and 
the International Services Division. 


As Chief Economic Adviser vou will also scan and analvse 
the rapid changes taking place in the banking scenario, in 
India and globally. You will keep the top management 
updated so as to enable the Bank to initiate timely pro- 
active measures in the relevant areas and make endeavours 
to integrate the activities of the Economic Research 
Department with those of the other departments in view 
of the importance of macro level economic planning (in 
relation to both the domestic and the overseas operations 
of the Bank). 


You will also be a member of the Assets & Liabilities 
Committee at the Corporate Office. 


The position which is presently at the Corporate Office in 
Mumbai is in the Top Executive Grade Special Scale 

(Chief General Manager) and carries 
Rs. 14,400/- (fixed). The total monthly emoluments at 
present are Rs. 20,000/- approximately. In addition, the 
post also carries attendant benefits and perquisites which 
include housing facilities, car with driver, contributory PF, 
leave travel concession, reimbursement of medical 


a basic pay of 


Take a seat. 


expenses, entertainment allowances and other benefits all 
as per the Bank's rules. Retirement benefits will, however, 
not include pension. Superannuation will be at 58 vears 
ol age. 


lo be eligible for the position of CEA, you should be a 
citizen of India and a senior economist of repute from the 
academic world or from other research establishments with 
substantial experience in Applied Economic Research, 
preferably with adequate work experience in a developed 
economy. A doctoral qualification in Monetary Economics/ 
Banking and Finance/International Finance with high level 
of skills in econometric and quantitative techniques is also 


essential. You should also have a thorough knowledge of 


financial markets/economies of India and other countries 
of the world. 


Selection will be by interview after preliminary screening. 


Please apply within 30 days, giving full details and 
attaching copies of certificates and documents to the 
address given below: 


The Chairman 

Central Recruitment Board 

(State Bank Group) 

"Madhuli", Ist floor, H/2 Shivsagar Estate 
Dr. Annie Besant Road, Worli 

Mumbai - 400 018 - India. 





$tate Bank of India 





APEX 98203 
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EXECUTIVE FOCUS 


EUROPEAN BUSINESS DEVELOPMENT ROLES 


INTERNATIONAL ENERGY TRADING 


VARIOUS CONTINENTAL EUROPE LOCATIONS 


€ Energy trading and risk management subsidiary of dynamic 
UK integrated energy group with a turnover approaching £3 
billion. Trading in physical commodities and financial 
instruments to generate significant profit contribution. 


€ Aim to exploit deregulating European energy markets by 
translating the leading-edge UK trading model into the 
European mainland. Several outstanding managers are needed 
to spearhead the new ventures. 


€ Locally based in countries including Spain, Germany, 
Benelux, Scandinavia and Eastern Europe. Operating in small 
teams to penetrate local markets and establish "sub-book" 
trading operations. Significant freedom of operation within 
policy guidclines. 


PACKAGES £45-70,000 PLUS 


€ Knowledge of energy markets essential. Trading or risk- 
management experience highly desirable. Business development 
experience within the international energy industry or possibly 
an investment banking background focusing on energy deals 
Local market knowledge a strong advantage. 

@ Sharp intellect, creativity, strong commercial acumen and 
the ability to build relationships at the highest levels will be 
key to success. Strong business winning and negotiating skills 
Ability to lead and inspire a small, mixed-nationality team. 

€ These are pioneering roles offering significant freedom and 
challenge. Excellent wider career development opportunities 
both within UK and internationally in this fast-moving, market- 
leading group. Candidates with similar profiles but with less 
experience should also apply. 


Please apply in writing quoting reference 1633E 
with full career and salary details to: 


David Richards 


Whitehead Selection 
11 Hill Street, London WIX 8BB 


Tel: 0171 290 2053. Fax: 0171 290 2085 
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Whitehead 


SELECTION 


A division of Whitehead Mann Ltd, 
a Whitehead Mann Group PLC company 


Challenging opportunities for experienced 


PUBLIC/PRIVATE SECTOR FINANCING 


professional to work in international organization 


Working from our headquarters in Manila, 
Philippines, we provide cutting edge development 
services in project financing, policy support, 
capacity building, resource mobilization, and 
assistance for regional and subregional 
cooperation. 


An opportunity has arisen for a seasoned banker 
for the Bank's public sector operations for the 
subcontinent and Indo-China and for its private 
sector operations throughout Asia and the Pacific. 
The position wil oversight a diversified and 
challenging program of investments, including 
loans, technical assistance grants, and equity 
investments aimed at developing the financial, 
transport and communication, and power sectors 
in both public and private sector areas, and capital 
markets in the Bank's developing member 
countries. Effective management of staff 
resources and setting the longer term direction of 
the Bank's public/private sector activities are part 
of the brief. 


We seek someone from the Banks member 
countries with a proven record of substantial 
achievement in project finance, infrastructure 


development, financial sector strengthening, and 
capital market development. Significant experience 
in the Asia-Pacific region and an understanding of 
development projects; and effective leadership, 
analytical and interpersonal skills are required. 
Candidates wil combine practical skills with a 
strategic outlook, creativity, and flexibility in 
overcoming obstacles and achieving results. 
Women are actively encouraged to apply. 


We offer an internationally competitive remuneration 
paid in US dollars (normally free of tax, however the 
Bank is not liable to reimburse any tax amount due 
on Bank income as determined by candidates' 
national authorities) and an excellent benefits 
package. 


Please send cover letter and CV by fax or mail no 
later than 23 May 1998 to: 


REF. 98/13 
HUMAN RESOURCES DIVISION 
ASIAN DEVELOPMENT BANK 
P.O. BOX 789, 0980 MANILA, PHILIPPINES 
Fax: (632) 636-2550, http://www.asiandevbank.org 


Only shortlisted candidates will be notified. 
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IDRC 
The L'initiative CRDI 
Micronutrient )) pour jes 
Initiative micronutriments mis 


A Globally Recognized Initiative 


Our client, the Micronutrient Initiative (MI), is an international secretariat based in Ottawa (Canada) within the International 
Development Research Centre. Its principal sponsors are: Canadian International Development Agency (CIDA), International 
Development Research Centre (IDRC), the World Bank, United Nations Childrens Fund (UNICEF) and United Nations 
Development Programme (UNDP). The MI has been globally recognized for its efforts to eliminate micronutrient malnutrition 
and supports programmes to achieve the goals of virtual elimination of iodine deficiency disorders and vitamin A deficiency, as well 
as reduction of iron deficiency anemia in women by one-third of 1990 levels. 


To achieve its broad-scoped mandate, the MI is seeking two dynamic individuals, reporting to the Executive Director, for the 
positions of Director, Programs and Director, Food Technology & Research. 


DIRECTOR, PROGRAMS 


This is. key position which would spearhead and coordinate all program functions, and direct the continuous development and 
delivery of micronutrient malnutrition programs for the implementation of regional, national and global initiatives, in partnership 
with national and international bodies. The Director would act on the Executive Director's behalf and represent the Secretariat in 
his absence. This individual would collaborate with public, private and non-governmental organizations to ensure that the most 
effective mechanisms and instruments are utilized to respond to program needs. 


You possess several years experience in international development work, particularly in program design and management. You 
have an established scientific/ professional profile in a nutrition/health related field and ideally a post-graduate degree in nutrition, 
health sciences or food sciences. Your track record demonstrates your superior managerial and leadership abilities and your top- 
flight interpersonal and communications skills. 


DIRECTOR, FOOD TECHNOLOGY & RESEARCH 


This position would lead the strategic development of technology and research to support micronutrient programs. In partnership 
with international agencies, government expert groups and the food industry, the incumbent would provide intellectual and 
technological leadership to the Secretariat. This individual would ensure that the MIT's resources play an effective role in addressing 
the development of food technology and transfer needs and would explore potential for support and participation of multilateral 
agencies and food industry partners. 


You bring several years experience in research & development, possibly from the food industry, and developing country experience. 
You have a doctorate in food sciences, food technology, nutrition, health sciences or a related field. You work effectively in a fast- 
paced team of professionals. 





Both individuals must have the ability to think strategically about the role of the Secretariat, the cultural sensitivity to develop 
harmonious relationships with professionals from various disciplines, and be available for frequent international travel. Bilingualism 
in English and French is preferred; Spanish would be an asset. IDRC is committed to employment equity. 


If you possess one of these profiles, please reply in confidence, no later than 30 May, 1998, by fax or E-mail as indicated below, 
quoting file # A98338. 





@ 
FX. sew 


MANAGEMENT CONSULTANTS / CONSEILLERS EN GESTION 


300 - 45, rue O'Connor Street, Ottawa, Canada K1P 1A4  Fax/Téléc. : (613) 231-6663 — E-mail/Courrier élec. : tfoster(àrfmc.on.ca 





Nous encourageons les candidatures bilingues. Veuillez communiquer avec nous pour toutes informations en francais. 
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NATURAL RESOURCES I NÝ 


Commercial Director 
Kent £50,000 


Natural Resources International Ltd provides high quality research, 
consultancy and training services to the natural resources sector, 
operating some 200 projects for governments and multilateral aid 
donors in 60 countries. Privatised in 1996, it is owned by a 
consortium of universities and has plans to develop further its 
activities internationally. 


* Provide leadership in developing the commercial and contractual 
aspects of the business, both internally and externally. 

* Develop systems to improve financial performance and operational 
effectiveness. 

* Add value to the business and strategic planning process and 
develop a strategy for the long-term financing of the company. 

* A leader and progressive thinker with the experience and charisma 
to provide commercial quidance to a committed team of experts. 

* At least ten years' commercial experience covering business process 
change and contractual issues in an international business or 
leading consultancy. 

e First-class negotiating and influencing skills, together with an 
ability to build relationships within and beyond the organisation 


Further information about Natural Resources International can be 
found on their Website: www.nrinternational.co.uk 


Please write in confidence, giving full details of your career and 
current earnings, quoting reference VR/2763. 


odgers 





7 Curzon Street, 


Tel: 0171 499 8811 
l London W1Y 7FL. 


SENIOR — Coy CAPITAL 
ANALYST 3 intelligence 
Capital Intelligence is the world's leading International 
credit rating agency for emerging markets. Due to 
expansion of our activities we are seeking an analyst with 


experience in the analysis of sovereign governments and 
debt ratings. 


The candidate will be responsible for undertaking the 
sovereign analysis and ratings of a broad range of 


emerging markets, and the analysis of debt ratings for 
financial institutions within some of those markets. 


Suitable candidates will be personable, focused and 
energetic, capable of working both independently and in a 
small, dynamic team driven environment. Possession of an 
advanced university degree in economics and/or finance, 
and extensive experience of credit risk analysis in a leading 
institution, bank, rating agency, government or international 
agency is required. Fluency in written and spoken English 
is essential, while fluency in other languages would be 
advantageous. Knowledge of emerging markets in the 
Middle East, Asia or Central/Eastern Europe would be an 
advantage. 


Please send your full CV to: 
The General Manager - ref. SA4-98. 
Capital Intelligence, PO Box 3585, 
CY-3303 Limassol, 
Cyprus. 
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UNOPS G?) 
UNITED NATIONS OFFICE FOR PROJECT SERVICES 


UNOPS is a self-financing entity of the United Nations system, that 
provides project management and implementation services throughout 
the developing world. 

UNOPS is interested in receiving applications from qualified 
individuals for the position of Programme Coordinator for the project 
RER/97/007 (Social Economic and Governance Dimensions of the HIV 
Epidemic in Eastern Europe and the CIS). The objective of this project 
is to increase the capacity of governments and non-government 
institutions in the region to respond effectively to the social, economic 
and governance dimension of the HIV epidemic. The position is 
available for a duration of 1 year, with possibility of extension. The duty 
station is Moscow. 

Primary Responsibilities of Programme Coordinator: 

Under the overall guidance of the UNDP Resident Representative in 
Moscow, she/he will be responsible for the overall implementation, 
management and coordination of the project. She/he will be guided in 
these tasks by Technical Support Groups established in the participating 
countries, with technical and other support from UNDP's Regional 
Bureau for Europe and the CIS (RBEC), the HIV Development 
Programme (HDP) and UNOPS. 

. In consultation with the UNDP Resident Representatives 
in the participating countries and other relevant partners, 
identify representatives to serve as members of the Technical 
Support Groups. 

Prepare the overall work programme. 
Prepare and organize the initial meeting of the Technical Support 
Groups, using a workshop format to review the objectives of phase I. 
Contribute to the development and implementation of strategies 
aimed at integrating HIV into developmental activities of UNDP in 
participating countries as appropriate. 
Manage technical and other support to Technical Support Groups at 
country level and promote the development of effective 
partnerships with relevant institutions in the region. 
Develop and manage a reporting and exchange of information 
system for project partners and maintain a database. 
Manage and contribute to the preparation of reports, issue papers, 
other documentation and their dissemination through workshops, 
conferences, colloquia, the media, Internet and other channels 
as appropriate. 
In cooperation with the National Project Officers, initiate a public 
awareness campaign for the region. 
Contribute to the development and implementation of fund raising 
strategies in cooperation with the relevant project partners. 
. Prepare reports, briefing materials and other documentation on 
UNDP's work in response to the epidemic. 
Qualifications and Experience: 
Postgraduate degree related to development, preferably in one of the 
social sciences/law. At least some professional experience in 
international development cooperation, working with partners, and 
knowledge of NGO's and the United Nations System. Familiarity with 
the development implications of the HIV epidemic, particularly in 
Eastern Europe, CIS and Baltic States. Knowledge of the current 
development issues and practices and evolving debate on sustainable 
human development. Training/facilitation skills. Fluency in English 
with knowledge and understanding of Russian. Initiative, hard working, 
sound judgement and the ability to work harmoniously with persons of 
different backgrounds. 
Submission of Applications: 
Interested individuals should submit/fax detailed CV not later than 29 
May 1998 to the following address. Interested applicants must fulfill 
the specified qualifications. Please indicate earliest availability date and 
the position for which application is being submitted; women are 
encouraged to apply. Please note only short-listed candidates can 
be contacted. 


United Nations Office for Project Services (UNOPS) 
Division for WAASE 

220 East 42nd Street, 14th Floor 

New York, NY 10017, USA 

Fax: (212) 906 6501 or (212) 906 6906 

Project Reference: RER/97/007 
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bos afters for the division covering Bahrain, Kuwait, 
Vondi Qatar, Saudi'Arabia and the UAE. The successful 
| »will keep abreast of global oil and gas market 
$ developments, assist in the analysis of this sector in the major 
| ig Countries, and participate in the IMF's World 
f - Economic Outlook exercise. This staff member will also act as 
"a desk economist responsible for interpreting and reporting on 
the economic and political developments and policies, and 
participating in visits to these countries. the candidate will be 
expected to develop proficiency in applying computer 
technology to the work, with particular attention to spreadsheet 
analysis and econometric packages. 


Candidates should have advanced graduate training in macro- 
and international economics, typically to Ph.D. level, 
supplemented by at least two years’ experience as a 
professional economist, with exposure to operational work and 
academic research on oil and energy issues. They should give 
evidence of good interpersonal, writing and oral communication 
skills and the ability to deal effectively and diplomatically with 
member country officials. Strong command of English is 
essential and knowledge of Arabic is desirable. 


Those interested should send inquiries or resume in English to 
the following address or fax (202) 623-7333, or e-mail: 
recruit  imf.org by May 25, 1998. 
Pablo Chiara 
INTERNATIONAL MONETARY FUND 
RECRUITMENT DIVISION, Room IS9-100 
oss 19th Street NW Washington, DC 20431 

Ar d wi 623-7333 

il: recruit@ imf.org 


denn details about the role and function of the IMF is given on its 
website: http://www.imf.org. 
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THE ARAB PLANNING INSTITUTE - KUWAIT 


The Arab Planning Institute (API), a regional training and 
research institution in the fields of Development and 
Economic Policies, is seeking applicants for the position of 
Economist. The position involves training, research, 
consultancy and other related activities. 


Qualifications include a Ph.D. in Applied Microeconomics or 
Development Economics, high quantitative skills, proven 
record of excellence in teaching / training and research, and 
strong command of Arabic and English. 


Benefits include competitive tax-free salary, two-month home 
leave, paid travel, and education allowance for up to 3 
children. 


Applicants are invited to send their Curriculum Vitae before 
May 25th, 1998 to: 


The Director General, Arab Planning Institute 
P.O. Box 5834, Safat 13059 
State of Kuwait 
Fax (965) 484-2935 


Eligible candidates will be contacted for interviews during the 
73àrd Annual Conference of WEA International scheduled in 
the period June 28 - July 2, 1998 at Lake Tahoe - NEVADA. 
U.S.A. 


P.s. for further details about API see its web site at: 
www.kuwait.net/~api 
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WOoMEN's WoRLD BANKING 


Women's World Banking's mission is to expand low-income women's 
economic participation and power by opening access to finance, information and 
markets. WWB core values include respect for one another; team approaches; 
proactive problem solving; agility in multi-cultural environments; excellent 
follow through; mentoring and staff development. All positions require strong 
financial management, accounting, analytical skills; 3-5 years experience in the 


, relevant region(s), and a minimum 3-year commitment to be NY based, with up 


to 4 months travel; MBA or equivalent graduate degree. 


Financial Products and Services Coordinator will manage WWB brokering 
of affiliate capitalization; manage WWB loan guarantee program; monitor 
affiliate financial performance; expand coverage of key performance indicator 
systems and develop new financial products and linkage mechanisms. 


| Position requires: 3-5 ycars of experience in banking, finance and/or micro- 
| enterprise lending; work experience in Latin America, Africa or Asia; bilingual 


English and Spanish. 


Regional Managers for Asia Region/Latin America and Caribbean 
Region: Regional Managers develop and implement regional strategies of 
services; manage regional team and consultants; ensure timely delivery of WWB 


| network services to regional affiliates; manage regional capitalization activities; 
| are members of WWB Management Team. 
| Position requires: 10-15 years management experience, including 3-5 years in 


service operations, including regional microfinance service; strategy design; 
experience in brokering and wholesaling of capitalization of grants, partial loan 
guarantees of credit lines, and banking related technical services; bilingual 
Spanish and English for LAC. 


Salary ranges are comparable to the leading New York not-for-profits. WWB will 


pay for relocation and a working visa for these positions, within policy guidelines. | 


To apply, send a cover letter, resume and a short writing sample to: 
Ms Griffen Jack, HR Coor, Women's World Banking, 
8 West 40th St., NY, NY 10018, USA. 

Fax: 212-768-8519 
E-mail: gjack(a swwb.org 





INSTITUTE OF DIRECTORS 


CHIEF ECONOMIST 


The Institute of Directors has a vacancy in its Policy 
Unit for a Chief Economist with a special interest in 
macroeconomic issues, who will be responsible for 
formulating the loD's policy on a broad range of 
economic issues and will report to the loD’s Head of 
the Policy Unit. Applicants should be economics 
graduates with a minimum of five years experience as 
an economist. 


The successful candidate will be active in initiating 
research, preparing policy documents and representing 
the IoD's policy. He or she will develop ideas, express 
them clearly and assist in promoting them to the 
media, Government and other opinion formers. 


Salary negotiable. Excellent pension and other benefits 
including private health insurance. 


Please write, enclosing a full CV and an indication of 
required salary to: 


Fiona Mansfield, Personnel Manager, Institute of 
Directors, 116 Pall Mall, London SWIY SED 
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Deloitte Touche UTILITIES 
^ BANKING & CREDIT 


Deloitte Touche Tohmatsu, a world leader in professional services, 
invites applications from experts in the utilities industry and 
banking & credit to join our global Emerging Markets Practice. 







Our projects typically involve commercialization, restructuring, 
regulation and privatization support on behalf of multilateral 
development institutions. 






You should have a top-rated post-graduate d in economics or 
business and broad ience of the privatization process. You will 
have excellent deir. and management attributes and a proven 
record of client satisfaction thieush well developed consultancy 
skills, commitment to high quality standards and delivery in an 
emerging markets context. A relevant second language would be a 
definite asset. 


We expect you to bring insight, business knowledge, and 
substantial industry expertise to bear on each professional 
engagement, as well as proven ability to manage major proposals 
and generate new opportunities and thus to help grow the business. 



















In return, we offer you challenging assignments in some of the most 
exciting markets in the world, plus a competitive , excellent 
benefits and a clear career path with an outstanding employer. 







Please send detailed curriculum vitae and references to: 






HR Manager 
Deloitte Touche Tohmatsu Emerging Markets 
555 12th Street, NW, Suite 500 Washington, DC 20004 
Fax: 1-202-879-5607 
Email: DttEmergingMarkets@Erols.com 







320 East 43rd Street 
New York, NY 10017 


The Ford Foundation is seeking to fill the following position: 

Representative, Beijing, China: The Representative directs the 
Foundation’s activities in China, with overall responsibility for its 
overall presence and programs. More specifically, the 
Representative manages the Foundation’s office of four program 
grant making staff as well as administrative staff in Beijing; assesses 
the implications of political, social and economic developments in 
China for Foundation programs; supervises and works closely with 
staff in developing, monitoring and evaluating grants and projects; 
represents the Foundation and maintains effective ties with local 
leaders, official and non-governmental agencies and other external 
assistance agencies. The Representative also collaborates with the 
Foundation’s four other offices in Asia in developing regional 
strategies and represents the needs of the region to the Foundation 


ff THE FORD FOUNDATION 


at large. The Representative also contributes to Foundation-wide 
program development and review in the programmatic areas in 
which the Foundation works - Peace and Social Justice; Asset 
Building and Community Development; and Education, Media, 
Arts and Culture. 


Qualifications: Demonstrated leadership, planning, management 
and analytical skills; excellent written and oral communication 
skills; in-depth understanding of development processes and social 
justice concerns; expertise in one or more areas of the 
Foundation’s current program interests; familiarity with 
Foundations and grant making programs; relevant knowledge of 
and experience in China; ability to work in Mandarin Chinese; and 
graduate study in an appropriate field. 


To apply, please send a cover letter, resume and brief writing 
sample, preferably by July 1, 1998, to Ms. S. Gordon, The Ford 
Foundation, Human Resources Box #546 EC, 320 East 43rd 
Street, New York, NY 10017, USA. The Ford Foundation is an 
Equal Opportunity Employer. 
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REPUBLIC OF RWANDA 


MINISTRY OF COMMERCE, INDUSTRY AND COOPERATIVES 
RURAL SMALL AND MICRO-ENTERPRISE PROMOTION PROJECT 


INTERNATIONAL CALL FOR BIDS 


FOR THE RECRUITMENT OF AN EXPERT IN 
PLANNING AND FINANCIAL MANAGEMENT 









Date of announcement: 28th April 1998 
IFAD Loan No. 411 - RW 


1. The Rwanda Government has obtained a loan from the International Fund for 
Agricultural Development (IFAD) in various currencies equivalent to three 
million seven hundred and fifty thousand SDR (SDR 3,750,000) as a 
contribution to the funding of the Rural Small and Micro-Enterprise Promotion 
Project. It is intended that part of the proceeds of this loan will be used to cover 
payments for the technical assistance to be provided by an expert in planning 
and finance. The purpose of the Project is to contribute to development by 
increasing the productivity, profitability and competitiveness of small and 
micro-size enterprises run by the rural poor, through easier access to improved 
technology, training and credit. In its first phase of two years and a half, the 
Project will be located in three Districts of Rwanda, namely, Byumba, Umutara 
and Ruhengeri, with a Head Office in Kigali. It will eventually be expanded to 
other Districts in the country for a second phase of equal duration, subject to the 
results of that initial phase. 


2. The National Tender Board, whose address is B.P.. 4276 Kigali (Rwanda), 
telephone (250) 75383 and Fax (250) 75384, now invites, on behalf of the 
Ministry of Commerce, Industry and Cooperatives, IFAD member countries” 
bidders to submit their offers for candidates to the post of EXPERT IN- 
CHARGE OF PLANNING AND FINANCE, Rural Small and Micro-Enterprise 
Promotion Project Project. 


3. Under the supervision of the Project Coordinator, the incumbent will be 
responsible for planning, organising, coordinating, monitoring and controlling 
all the technical, administrative and financial activities in order to achieve the 
objectives of the Project. The incumbent will specifically carry out the 
following tasks: 

* Writing the manual for the implementation of the Project; 

* Supporting the Project Coordinator in the elaboration of the Plan of Work and 
Annual Budget and ensuring their proper control and execution; 

* Establishing and updating whenever needed the list of goods and services 
required; 

* Supervising and management, follow-up and evaluation of technical, 
administrative, accounting and financial activities of the Project, while ensuring 
compliance with established procedures; 

* Ensuring that the financial management of the Project is in conformity with the 
Loan Agreement; 

* Contributing to the preparation of calls for bids and tender award contracts; 

* Undertaking the technical and financial monitoring of parties contracted to 
provide services; 

* Preparing and assisting visiting missions concerned with technical assistance, 
auditing and supervision of the Project; 

* Supervising the preparation of pipeline projects to be promoted through this 
Project; 

* Carrying out, in collaboration with the expert in technology, the techno- 
economic analysis of the projects to be promoted, with due regard to their 














































financial and technical viability; 
* Providing training to local personnel in planning techniques and in accounting, 
administrative and financial management; 






* Planning the activities of the Project in the field (implementation of the 

~ programme, training of small entrepreneurs and organising credits); 

* Writing the financial report of the Project, along with the incumbent's own 
report, and assisting the Project Coordinator to prepare the different activity 
reports of the Project; 

* Carrying out any other activities required by the Project Coordinator in order to 
facilitate the good implementation of the Project. 

4. Required Qualifications: 

The candidate should have: 

* At least a post-graduate university degree (or equivalent), with specialisation in 
economic and financial planning, management and accounts; 

* At least a ten-year experience working in developing countries (five years in the 
field), especially in designing, managing and setting up rural development 
projects concerned with the promotion of small enterprises and lending; 

* Knowledge of French and English; 

* Knowledge of the procedures of international financial institutions; experience 
with IFAD procedures would be an advantage; 

* Sufficient computer literacy, particularly in accounting programmes; 

* Aptitude and willingness to work in rural areas. 

5. The duration of the employment contract will be two years. 


6. The offers (with an application letter, three letters of relevant references and a 
Curriculum Vitae) should be forwarded to the: 
Secretary-General, National Tender Board, B. P. 4276 KIGALI - RWANDA, 
not later than 28th June 1998 at 1.00p.m. GMT,and will be opened immediately 
after, in the presence of bidders' representatives who may 
wish to witness the opening of the bids. 

























13 








1B 


1735S 


BLANCPAIN 


SINCE 1735 THERE HAS NEVER BEEN A QUARTZ BLANCPAIN WATCH. 








AND THERE NEVER WILL BE. 





Eins. 





P ad ' T JL Ms ri "a < 
mg vit / 7-77 = 
AN IS L z 


iu, ™ : 
P 


WEE “~ 


SW nupu 


Mi Ma 
Ov | b* 


NN 


The Flyback Chronograph 

The screw-in crown, push-buttons and 
caseback guarantee the Flyback chronograph’s 
water-resistance to lOO meters. 


LONDON: CARLEY & CLEMENCE, 23, GROSVENOR STREET 


SINGAPORE: THE HOUR GLASS, TEL. 737-2288 HONG KONG: SWISS PRESTIGE, TEL. 2735-4248 
TOKYO: SMH JAPAN, TEL. 3-5565-8597 TAIWAN: MEFRAG AG TEL. 02-758-0182 


WIX 9FE TEL. 0171- 416 4160 - FAX 0171-499 3671 
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Mercedes goes to Motown 


be I WANT to be the first chairman in the 
history of Chrysler not to lead the com- 
pany back from bankruptcy,” declared Rob- 
ert Eaton after he took charge at America’s 
third-largest car maker in 1993. If fate smiles 
kindly on Chrysler's merger with Germany's 
Daimler-Benz, revealed on May 6th and con- 
firmed the following day, then he will have 
found an unexpected means to realise his 
ambition. Along with Daimler's boss, Jürgen 
Schrempp, he will also have thrown a gaunt- 
let down to the rest of the car industry. Still 
the symbol of industrial might, car making is 
groaning with over-capacity, caused largely 
bya pattern of old-fashioned national owner- 
ship that owes more to jingoism than to good sense. Bank- 
ruptcies or international car mergers must be the main solu- 
tions—and this deal will make both of those likelier. 

Not all the mergers will be on such an impressive scale as 
this one. With total revenues of $130 billion, the deal between 
Chrysler and Daimler is the largest merger in industrial his- 
tory and will create the world's fifth-largest car maker. Nor 
will all future mergers begin with such a fair wind. Daimler's 
strengths in Europe and in the market for luxury cars comple- 
ment Chrysler's American base and its reputation for family- 
carrying minivans and sport-utility vehicles (see page 69). It is 
a neat fit, with little call for sackings (and thus little effect on 
over-capacity). That will pacify the industry's muscular trade 
unions. Moreover, Daimler was the first German company to 
list its shares in America. Its cosmopolitan culture means that 
it is better prepared than many of Europe's giants to handle a 
mixed marriage. As for Chrysler, its past lurches towards near- 
collapse long since prepared Americans for the possibility 
that the company would end up in foreign hands; Mitsubishi 
and Fiat were once seen as possible mates. 


Fender-bending ahead 


Yet the marriage, if it endures, will not be easy. The fate of last 
year's giant cross-border engagement, between America's MCI 
and Britain's Br, shows the scope for misunderstanding and 
recrimination. The fact that the merged Daimler-Chrysler in- 
tends to have two chief executives and two head offices is a 
promise of conflict. Nevertheless, for other car makers, cross- 
border deals will be harder still. The partners will often be 
unwilling and weak. Thousands of jobs will go. National 
pride and pet projects will take a battering. Indeed, they must 
do, if a cross-border merger is to work. 

But consolidation will come all the same, thanks to two 
relentless pressures. The first is technological. The immense 
fixed costs of developing and manufacturing vehicles mean 
that making profits from cars goes with making lots of them. 
In future, each customer will want to drive something that 
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looks unlike the car in front. So the most prof- 
itable manufacturers will be those that satisfy 
this urge for individualism, but from one ba- 
sic design. Already, Italy's Fiat plans to build 
many models from a single chassis and sell 
them to developing countries from Bolivia to 
Bangladesh. 

The second reason to expect consolida- 
tion is the industry's persistent and profit- 
crushing over-capacity. The world's car plants 
could build perhaps one third more cars than 
they do. Even before this years recession, 
Asia's over-capacity approached 35%. West- 
ern Europe and Latin America are little bet- 
ter. In North America the assembly lines are 
busy, but cheap imports push down prices. In 1990 it took an 
American eight and a half months' wages to pay for a car. To- 
day the keys are his after little more than six months' work. 

Consolidation might have happened long ago, were gov- 
ernments not as transfixed by the prestige of cars as are the 
people who drive them. So Europe has tried to keep out the 
Japanese car makers with quotas and tariffs. Malaysia built a 
national car, the Proton, using trade barriers and government 
subsidies. Countries such as France, Spain and Italy have also 
tried to conceal over-capacity by government schemes to 
bribe people to buy new cars. Previous attempts to merge 
across borders have sometimes been thwarted by national ri- 
valries; attempts to cut costs by closing factories, as France's 
Renault did at Vilvoorde in Belgium, have all too often been 
hampered by politics. 

Where nationalism is muted, the industry has done bet- 
ter. There is less over-capacity in America partly because the 
government has allowed prices to fall and factories to close 
(though it is still to end some tariffs on, for example, sport- 
utility vehicles). Britain has seen one car maker after another 
pass into foreign hands: barely a complaint greeted the recent 
planned purchase by Germany's BMW of Rolls Royce, that 
symbol of John Bull. Yet, although there is no large British- 
owned car maker, Britain made almost twice as many cars 
last year as it did in 1980 and its share of the West European 
market has grown by a third to roughly 12.5%. 

If a deal between Daimler and Chrysler accelerates the de- 
mise of the national car company, that will be welcome. Ner- 
vous politicians should be comforted that, at a time when 
cars and components all resemble one another, a national 
identity has become a vital part of the brand. Those who buy 
Mercedes are buying German engineering and those who buy 
an Alfa Romeo Italian design, regardless of where the car is 
built. The trick of Daimler and Chrysler, and of the mergers to 
come, will be to throw out the nationalism of car making, 
while keeping its nationality. 
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In defence of the Philippines 


Even flawed democracy serves better than no democracy 


€€ PEOPLE power’, the slogan of the peaceful revolution 

in the Philippines that swept the despotic Ferdinand 
Marcos from office in 1986, is now emblazoned on the ban- 
ners held aloft by angry students across Indonesia. It should 
make Filipinos proud. Yet they can only lament that their 
revolution, launched with such courage and hope, should so 
soon have degenerated into political farce. The nature of that 
farce has been all too evident during the campaign for the 
Philippine presidential election on May 11th. Is the Philip- 
pines really so hopeless? 

It certainly does not look good. The battle to succeed one 
of the heroes of 1986, Fidel Ramos (a Marcos henchman 
turned constitutional revivalist), has been marked by cyni- 
cism, corruption and some violence. The cast of presidential 
candidates has been drawn from a tainted elite who are far 
stronger in the pursuit of personal aggrandisement than any 
ambition to serve the country's 70m people, over a third of 
whom still live in grinding poverty. Even the favourite to win, 
Joseph Estrada, though he may seem to owe his appeal to his 
pose as an outsider, is more accurately a black sheep of the 
extended family of the ruling class. 

Yet things could be worse. At least the 83 original presi- 
dential contenders, one of whom claimed to have popped 
down from heaven in order to take part, have been whittled 
back to just ten. And among those who have gone is Imelda 
Marcos, widow of the dictator, who withdrew in what looks 
like a desperate attempt to win a presidential pardon from 
the victor for the corruption of which she has been convicted. 
And at least the discipline of the election circus provides 
some guarantee against a successful candidate's economic 
profligacy, dictatorial impulses or sheer incompetence. 

All three charges have been laid against Mr Estrada. With 
hardly a real political issue in sight, the election favours this 
most accomplished of showmen, who has been using every- 
thing he learned as a former tough-guy in B movies to portray 
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himself as a Robin Hood who will make the poor rich. Vic- 
tory, however, would probably change him. Though he would 
certainly continue to preen and prance before the cameras, 
he might yet turn from populism towards something more 
practical, especially when the country's economic problems 
start to press upon him (see page 30). Mr Estrada has worked 
long enough in government as vice-president to see reforms 
succeed, and to observe how they have made foreign inves- 
tors eventually take notice ofa country whose economic clout 
in the region was once second only to Japan's. That the Philip- 
pines managed to fall so far behind the tiger economies 
which emerged around it can in part be accounted for by its 
abandonment of democracy under Marcos. 


Strength through exuberance 


Still, the Philippines has emerged relatively unscathed from 
the economic crisis that has engulfed the region, and for that 
it can thank, above all, the robustness of the reforms that Mr 
Ramos managed to introduce, despite much scepticism at the 
time. The power cuts, for instance, that used to cripple Manila 
for most of every day soon disappeared when the generating 
industry was thrown open to the private sector in a way that 
became a model for other countries. It is probably because 
such reforms have survived intense public and political de- 
bate—however ill-informed and subject to manipulation by 
interest-groups—that once passed into law they are less easily 
abused or reversed. Indeed, that Mr Ramos's supporters failed 
in their attempts to change the constitution to allow him to 
run again speaks well of the system's fundamental strengths. 

Philippine democracy may be flawed, even wacky, but it 
nonetheless exposes politicians to the scrutiny of an exuber- 
ant electorate and a free (indeed, wild) press. If the country's 
new president remains faithful to the ideals that helped to 
mould the system and which still underpin it, then Filipinos 
will indeed have something to be proud of. 





Russia's world 


More a plaything for today than a place to be shaped for tomorrow 


OW many spanners in the West's works does it take to 
make a foreign policy for Russia? If the measure of Rus- 

sia's influence abroad were the number of ways it could foul 
up the West's policies in general, and America's in particular, 
then it could fairly claim to be what it says it wants to be: a 
great power once more. Yet, for all its recent spanner-tossing— 
offering diplomatic succour to Iraq in the row over UN in- 
spections, helping an India or an Iran build bigger missiles, 
refusing to press Serbia to end repression in Kosovo, selling 
missiles to the Greek part of divided Cyprus— playing spoiler 
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is not as satisfying as being a shaper of world events. Russia is 
miffed at what it sees as its second-class role in an America- 
dominated world. It wants to be a first-class power in a more 
equal, multipolar one. So who is stopping it? 

Russia is still a mighty power in Europe. Despite its recent 
economic woes, later this month the leaders of the G7 rich 
nations will sit down with Russia's president, Boris Yeltsin, 
for a by now annual G8 summit. Although Russia was unable 
to block NATO's forthcoming enlargement—endorsed last 
week by the United States Senate—what it has won in return 
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could be worth much more: a NATO-Russia Council that 
could help forge a new security framework for all of Europe. 
Add Russia’s permanent seat at the UN Security Council and 
its membership in other clubs, from the Organisation for Se- 
curity and Co-operation in Europe to the sniffier Council of 
Europe, from the informal Contact Group on former Yugosla- 
via to Russia’s very own Commonwealth of Independent 
States, and the complaint that Russia is not being accorded its 
big-power due is patently absurd. 

Yet, troublingly, as the opportunities to co-operate grow, 
so does the tetchiness between Russia and the West (see pages 
21-25). Some friction is inevitable. Russia is a vast country, 
with its own interests in both Europe and Asia. For that rea- 
son it was never going to be happy to see NATO grow bigger, 
even though its own officials admit that today’s expanding 
NATO is reassuringly different from the cold-war version. 
Similarly, whether relations with the West are up or down, it 
makes sense for Russia to be on good terms with China and to 
try to get on better with Japan. And Russia is bound to take a 
keen interest in the doings of its neighbours—especially those 
that are home to millions of Russians. 


Unhappy in its own way 

All big powers have their squabbles. Think of America’s dis- 
agreement with France over Iraq, India's border quarrels with 
China, or America's differences with its European allies over 
Bosnia. Yet Russia's resentment of America seems more deep- 
seated. Partly that is a reflection of Russia's own weakness. 
Shorn of empire and in straitened circumstances, Russia still 
tends to view the world through balance-of-power lenses: an- 
other country's gain is Russia's loss, and vice versa, especially 
when that other country is America. Hence the popularity of 
Russia's wily foreign minister, Yevgeny Primakov, who takes 
thecredit at home for playing a weak hand well, undercutting 
American policy from Iraq to Kosovo. 
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Yet Mr Primakov does Russia fewer favours than many 
Russians imagine. The real problem is that the currency of 
world power has changed. It is no longer missile throw- 
weight but economic weight that guarantees a hearing. And it 
will be decades, if ever, before Russia can rival America on 
that score. Still, if Russia really wanted to increase influence, 
not just sulk about it, the means are already at its disposal. 

In the recent crisis over Iraq, Russia could not have pre- 
vented America from striking Iraq, if America had so decided. 
Yet by teaming up with China and France in the Security 
Council, Russia could take a turn on the world stage and 
some of the credit for finding a diplomatic solution. Yet Rus- 
sia came close to over-reaching itself. In its determination to 
annoy America by ruling out force in all circumstances, de- 
spite Iraq's flagrant violations of UN resolutions, Russia also 
put at risk the credibility ofthe Security Council itself, its chief 
means for being treated as an equal with America in future. 

Similarly, Russia undermines its claim to an equal voice 
through its sales of missile and other technologies to coun- 
tries, such as Iran, that are suspected of wanting to build nu- 
clear weapons. Russia has signed all the accords that aim to 
prevent such proliferation, yet greed for cash and an itch to 
stick it to America make it repeatedly turn a blind eye to its 
own arms exporters. In fact Russia has more interest than 
most in keeping such weapons out of troubled regions, since 
many are close to its own borders. Only a failure to look be- 
yond the short term prevents it from seeing the merits of up- 
holding the rules. 

Yet Russia's recent behaviour suggests it is more interested 
in point-scoring than in helping shape the world. One casu- 
alty of that may be the new NATO-Russia Council. If Russia 
were genuinely interested in building a new security space in 
Europe, this would be the place to start. The chances are, how- 
ever, that the West will find more spanners chucked in the 
works—and Russia's influence will be all the smaller for it. 





Bubble and squeak 


Further thoughts on America's bubble economy 


HREE weeks ago, The Economist suggested that America 

is experiencing an asset-price bubble. The thought has 
provoked both debate and abuse. Now, the “B-word” itself 
risks falling victim to speculative excess. Over those three 
weeks Wall Street has fallen, then rebounded to a new high as 
fresh data appeared to show that America's economic miracle 
remains intact, then slipped again. Does this mean that we 
were wrong? Sorry to keep spoiling the fun, but no. 

Our previous leader contained two arguments. First, that 
the explosion in share prices, the wave of mergers, rapid rises 
in property prices and an acceleration in monetary growth 
are all classic symptoms ofa bubble, and the longer it inflates 
the more damage it will cause once it pops. Second, that the 
Federal Reserve should raise interest rates to let some air out 
of the bubble before asset inflation feeds through into con- 
sumer prices and does more damage. 

In response, critics have claimed that share prices are not 
overvalued. It is true that some part of the rise in share prices 
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reflects better economic fundamentals, but there is no room 
for doubt that on standard, time-tested valuation measures, 
prices are way out of line. Only on the view that the old indi- 
cators no longer apply can you argue that the market is fairly 
valued. No one can be sure that the world has not suddenly 
changed. But to say that it has is to make a helluva bet—one 
that most people would be wise to make only with someone 
else’s money. Some argue that the market is much more trans- 
parent than was Japan’s in the late 1980s and therefore less 
prone than Tokyo was to a financial bubble. Yet many of the 
“new economy” factors said to be justifying higher Wall Street 
valuations—hopes that inflation is dead and that new tech- 
nology is boosting growth—are far from transparent. 

Others object, more reasonably, that America’s economy 
is in sound shape: with no sign of inflation, there are no 
grounds for the Fed to act. It is true that recent economic data 
have been surprisingly good. In the first quarter of this year, 
GDP grew at an annual rate of 4.2%, inflation fell to its lowest 
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level for 34 years, and the rate of increase in labour costs 
slowed. Wall Street soared as fears of a rise in interest rates 
eased. Yet the Fed would still be wrong to relax. 

Look closer at the first-quarter figures and they are not 
quite so rosy as they appear. With the economy close to full 
capacity and frequent reports of labour shortages, the risk of 
higher inflation remains real. Domestic demand grew by an 
annual rate of almost 6% in the first quarter. Moreover, al- 
though the growth in the total employment-cost index (Ec1) 
fell, wages and salaries in the private sector have accelerated 
in the past year. There is good reason to suspect that the ECI is 
understating the upward pressure on labour costs. Thanks to 
a booming stockmarket, firms have been able to reduce their 
contributions to pension plans, thereby holding down em- 
ployee benefit costs. The growth in stock options has also 
helped to restrain wages. This virtuous circle could quickly 
turn vicious. Add in the fact that broad monetary growth has 
been accelerating, and there may already be a case to raise 
interest rates now to prevent inflation rising, even if the bub- 
ble in equity prices is ignored. 

But a more important argument is that, even if consumer- 
price inflation remains subdued, roaring equity prices can 
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still be harmful. The immediate, and for the Fed most rele- 
vant, danger is that asset inflation could feed through into 
broader goods and services markets. Nagging in its mind 
must also be the impact on financial and economic stability 
of a later and far bigger crash in asset prices. But there is al- 
ready a strong case for the Fed to take account of asset prices 
in setting monetary policy (see page 90). 


An unenviable task 


This is not to underestimate the difficulties that the Fed faces. 
It is hard to decide how much to raise interest rates to check 
asset-price inflation. In the absence of rising consumer-price 
inflation, it is also likely to be politically unpopular, espe- 
cially if it works. Investors, home-owners, bankers and politi- 
cians like the bubble economy: it makes them feel better off. 
They do not want higher interest rates, and they certainly do 
not want lower share prices, and they will certainly expect the 
Fed to slash rates if share prices collapse. 

As the Fed’s chairman, Alan Greenspan thus has one of the 
world's toughest jobs. Even so, the lesson from all previous 
bubbles bears frequent repetition: the longer asset prices con- 
tinue to bubble, the louder the eventual bang. 





Windows of opportunity 


Dealing with Microsoft 


IME is running out. Microsoft has declared June 25th as 

the release date of its new Windows 98 operating system, 
but next week it will begin shipping the product to pc manu- 
facturers. Millions of advertising dollars are already being 
spent in preparation for the big day. The hopes of an entire 
industry—nay, the economy itself, if Bill Gates is to be taken 
seriously—are riding on this single event. Microsoft may not 
have a great many friends these days, but it does drag a long 
value chain behind it. The question that has been facing Joel 
Klein, America’s top trust-busting lawyer at the Justice De- 
partment, is whether to rattle this chain, or even to slice 
through it. Should the launch of Windows 98 be halted? And, 
if so, has he both the evidence and the stomach to file a broad 
Sherman act antitrust case against the world's most powerful 
software company? 

The answer is that if he has that evidence, he should act on 
it; indeed, 13 state regulators are also pursuing the Redmond 
company. Of the arguments against, the weakest is the poten- 
tial harm from holding up the launch of Windows 98. Both 
Microsoft and its enemies exaggerate the importance of this 
event. Even Microsoft is reluctant to claim that it is much 
more than a “tune-up”. Nor does Windows 98 require the 
kind of business-generating hardware upgrade that its prede- 
cessor demanded—so the boost to sales of pcs will be quite 
limited. Its enemies fret about the fact that Windows 98 fully 
integrates Microsoft's Internet Explorer Web browser with the 
operating system for the first time. But that no longer matters 
much: the browser war against Netscape that started the cur- 
rent fuss has in effect been won by Microsoft. Mr Klein's ear- 
lier interventions were too late and too little. 

Some believe that it would be a mistake to put Microsoft 
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through the sort of ordeal that 18m underwent in the 1970s. 
Critics of antitrust law like to claim that a great company was 
brought low and no public good was served. While there was 
indeed much to deplore about the process inflicted on 1BM, 
most of all its grotesque length, neither assertion withstands 
examination. As many of IBM's own people admit, the com- 
pany's later difficulties were caused mainly by management 
failures, not by the investigation, however irksome it may 
have been. And, to the extent that 1BM’s travails helped spur 
the dynamic growth of the new disaggregated computing in- 
dustry led by the likes of Intel, Compaq and Microsoft itself, 
some of its consequences may even have been benign. 


Action or consent 


The real question is whether Mr Klein has sufficient evidence 
to justify a full-scale antitrust action against Microsoft. There 
is nothing wrong with the fact that Windows is a monopoly— 
it was legally acquired and both the computing industry and 
its customers have benefited from the product's ubiquity and 
from Microsoft's commitment to keep improving it. How- 
ever, there is plenty of evidence already in the public domain 
ofthe software giant's systematic use of its market power and 
vast wealth to destroy a competitor which fleetingly appeared 
to threaten the dominance of Windows. Netscape may have 
contributed to its own difficulties, but Microsoft reserves a 
special ruthlessness for any company that dares to take it on 
directly. It is a safe bet that the Justice Department and the 13 
state regulators have gathered enough material to establish a 
prima facie case. 

That said, there may be a better way. Few people are eager 
to contemplate breaking up Microsoft—the so-called Baby 
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Bills solution. Most remedies focus on modifying Microsoft's 
behaviour. If Microsoft is prepared to negotiate instead of 
fighting a drawn-out war of attrition, a new and more all- 
encompassing consent decree could be the welcome result. 
Among the points it might cover are an end to preclusive or 
prohibitive contracts of the kind Microsoft has imposed on 
computer-makers and Internet service providers; a surrender 
of space on the desktop to allow other services and content to 
be offered on the screen when a computer is first switched on; 
an undertaking on predatory pricing; greater openness with 
independent software companies over the placing ofthe vital 
"hooks" within Windows; and an end to Microsoft's at- 
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tempted balkanisation of the Java programming language. 

The point on which Microsoft will find it hardest to com- 
promise is its right to keep adding features to Windows—fea- 
tures that often start their life as another company’s meal 
ticket. But it should be possible to draw up ground rules 
which enabled Microsoft to continue improving its operat- 
ing systems without having to ask the government's permis- 
sion each time. Just about all the things that Mr Gates says he 
wants to include in future versions of Windows, such as 
speech recognition and vision, offer such incontestable bene- 
fits that nobody would want to hold them back—as long as 
they are fairly offered. A deal might just suit everybody. 





Enter the euro 


Nationalism did not die with the birth of the euro, not in France anyway. But the 
compromise over the European Central Bank discredits more than the French 


T WAS supposed to be a historic moment: the formal 

launch of Europe's long-awaited single currency, the euro, 
noless. And the summit meeting in Brussels last weekend did 
indeed confirm that 11 countries—the entire European Union 
bar Britain, Sweden, Denmark and Greece—would join the 
euro next January. Yet that decision took a mere ten minutes. 
It was overshadowed by 12 hours of bad-tempered argument, 
chiefly between President Jacques Chirac of France, Chancel- 
lor Helmut Kohl of Germany and Wim Kok, the Dutch prime 
minister, over what should have been a minor matter—the 
presidency of the new European Central Bank (ECB). 

The battle took place because 14 of the 15 Eu countries 
wanted the job, which the Maastricht treaty specifies should 
last for eight years, to go to Wim Duisenberg, the Dutch presi- 
dent of the EcB’s predecessor, the European Monetary Insti- 
tute. But Mr Chirac—politically weak at home, and constitu- 
tionally powerless to do much except in foreign affairs—saw 
this as an opportunity to boost his fortunes by promoting 
France: he insisted on his candidate, Jean-Claude Trichet, 
governor ofthe French central bank. The shabby compromise 
that ended the row involves Mr Duisenberg being formally 
appointed for eight years, but agreeing, *ofhis own free will", 
to resign before his term is complete, probably after four 
years. Then will come eight years of Mr Trichet. 

The French, strangely supported by Britain's Tony Blair, 
who chaired the meeting, claimed that this solution would 
provide stability for the ECB fora full 12 years. The truth is that 
dividing the term of the first president clearly breaches the 
treaty's spirit, if not its letter. Moreover, despite its calm recep- 
tion by the markets, this affair has wounded both the ECB and 
Mr Duisenberg. It has not called into serious doubt the bank's 
initial anti-inflationary zeal—economic conditions are im- 
proving and national governments currently favour macro- 
economic stringency—but rather it has damaged the bank's 
credibility as an independent entity for a time when condi- 
tions turn less favourable. If that were to happen during Mr 
Duisenberg's years, he might seem a lame duck, with little 
public support. Accepting the job on these terms was hardly 
an act of independence. And if during Mr Trichet's? Given 
that rules were broken to get him in, why have faith that they 
will not be broken to get him out or to pressure him? 
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In the shorter term, however, it is Europe's current heads 
of government who look worst of all. Mr Chirac wanted to 
show that the choice of the EcB head was for politicians, not 
central bankers, to make. But he showed only his own weak- 
ness: unable to back down for fear of losing face at home. Mr 
Kohl also seemed ineffectual, not least because it was his Bun- 
desbank president, Hans Tietmeyer, who saved him from a 
worse deal that, by fixing a date for Mr Duisenberg’s retire- 
ment, would have breached the treaty. As for Mr Blair, he 
seemed unprepared and ill at ease. His chairmanship was 
widely criticised afterwards, and his claim that the outcome 
merely endorsed Mr Duisenberg's long-held wish to retire 
early seemed risible in view of the 12 hours it took to reach. 


The prospect of paralysis 

Such weaknesses matter. The European Commission, the EU's 
executive arm, has lost much of its authority, so the Union has 
relied on its regular summits to give it direction and sort out 
problems. But if it takes 12 hours of hard pounding merely to 
pick one man for a job, what are the chances of future sum- 
mits sorting out far bigger—and more controversial—matters, 
such as agricultural and budget reform, the Union's expan- 
sion or relations with Turkey? 

Nor is this the first time that European leaders have got 
themselves into a mess over top jobs. In 1994 they wrangled at 
length over the commission presidency, only to end up with a 
candidate nobody had originally wanted. They have still not 
found a boss for the European Bank for Reconstruction and 
Development, which has been leaderless for six months. Next 
year they have to choose a commission president again. 

Europe needs a better way of filling top posts. One change 
might be to abolish the rule that such appointments must be 
unanimous. To make them by qualified (ie, weighted) major- 
ity would not be a perfect arrangement—it would risk trouble 
from an unhappy minority—but it might still be better than 
the present system, which gives a single country the right to 
veto anyone it dislikes. A second change would be to ban 
countries from nominating their own nationals. Some such 
reforms will be needed before the Eu expands. A club of 25 
members may otherwise never fill its top slots at all. 
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RUSSIA AND THE WEST 


Still most awkward partners 


MOSCOW 


Sometimes Russia seems to have several foreign policies, sometimes none at 


all. What it 
place in the world 


N PRACTICAL terms, Russia has ceased 

to be an active enemy of the West. But it 
has not become part of the West, nor has it 
lost, in ten years of perestroika and democ- 
racy, the anti-western instincts instilled by 
70 years of communist rule (and centuries 
of semi-isolation before) Russians have 
come to realise that it may take generations 
to catch up with the West in terms of living 
standards; and for the time being the West, 
fearing their unruliness, keeps them from 
its door with tough visa regimes. But many 
Russians have drawn close enough 
to the West to see how life is lived 
there—and to feel envy and bitter- 
ness at the sight. 

A sense of distance has relieved 
Russia of any strong incentive to 
model its international relations on 
those of the West. It warms to the 
United States these days not as a 
friend but as a sole worthy rival, and 
it hates the current reality of Ameri- 
can world leadership. Since Yevgeny 
Primakov became foreign minister 
in 1996, Russia has been reaffirming 
cordial relations with Soviet-era 
friends, including such rogue states 
as Iraq and Iran, and looking at ev- 
ery turn for ways to challenge or out- 
flank American diplomacy. UN 

Some Russian commentators say 
Mr Primakov's diplomacy has a 
"French accent". According to a rare 
non-admirer, the foreign ministry is 
"borrowing the worst things from 
the foreign policy of the French: the con- 
stant desire to be a general irritant, trying to 
spoil things, trying to express dissent even 
when there is no need to do so." 

Western countries hope Russia is still in 
a process of settling down—that it will lose 
its complexes about America and fix on a 
new identity for itself as a western country 
with western values. If Russia does so, Eu- 
rope as a whole will become more settled 
than ever in history. 

But as Russia has complained, western 
countries have not been prepared to back 
up their hopes for it with much in the way 
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sanctions 


has is a weak government and a sense of injustice about its 


of hard cash. They think, even now, that 
Russia lacks the systems and institutions 
capable of absorbing capital productively. 
Instead, they have been lavish mainly in 
their political and diplomatic indulgence. 
Most of it has been directed at President 
Boris Yeltsin—in the hope that where Mr 
Yeltsin leads, Russian opinion will follow. 
This month, his health permitting, Mr Yel- 
tsin comes to Britain for a summit of the G7 
group of countries, which is to become the 
G8—permanently embracing Russia. 
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Given the G7's origins as a club for the 
world’s rich and powerful democracies, 
Russia, with its stricken economy and 
crude political system, is an odd addition. 
It joins the club as a reward for tolerating 
the expansion of NATO, the western secu- 
rity alliance. Its entry may turn the G8 intoa 
place where Russia and the rich democra- 
cies can learn more about one another. If 
that helps them become better friends, the 
loss of the G7's homogeneity will be a small 
price to pay. 

There is plenty of room for improve- 
ment in Russia’s relations with the G7, 
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above all with America. Ever since Russia 
discovered that sweeping away commu- 
nism was not by itself going to be enough to 
bring a cascade of western financial help, it 
has been blaming America in part for the 
poverty and chaos into which it has de- 
scended. Various events have strengthened 
the antipathy. 


Looking daggers at America ... 


Anti-Americanism invaded the main- 
stream of Russian politics with the triumph 
of an extreme right-winger, Vladimir Zhir- 
inovsky, in the December 1993 parliamen- 
tary election. NATO's bombing of the Bos- 
nian Serbs, Russia's allies, was made much 
of. Since then America has accused Russia 
of selling missile technology to Iran; the 
Russian parliament has refused to ratify an 
arms-reduction treaty, Start-2, signed with 
America five years ago; and Russia has 
skilfully undermined American diplo- 
macy towards Iraq. In the Aegean, too, and 
over ex-Yugoslavia, Russia has repeatedly 


America is Russia's 
biggest direct 
foreign investor and 


B its fourth-biggest 


trading partner 


Territorial dispute 
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$6bn-7bn 


helped its old friends the Serbs and the 
Greeks, making it harder for America, and 
for the rest of the West, to make those dan- 
gerous places safer. 

The expansion of NATO, blessed by the 
American Senate on April 30th, has been a 
chronic irritant. For all that, Americans still 
tend to view relations with Russia as basi- 
cally good. Russians say otherwise. Accord- 
ing to Pavel Palazchenko, a political scien- 
tist, “only marginal politicians dare say a 
good word about America in public." 

Potentially the touchiest issue between 
America and Russia is the growth of Ameri- 
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Boris and Bill have seen better times 


can influence and interests in countries of 
the former Soviet Union, especially around 
the oil-rich Caspian Sea. Russia calls the ex- 
Soviet hinterlands the “near abroad”, and 
treats them as its sphere of influence. It has 
persuaded or forced all ex-Soviet countries 
save the Baltic states to join the Common- 
wealth of Independent States, a talking- 
shop dedicated nominally to reintegration. 
But the cis has achieved nothing, as was 
confirmed by yet another purposeless sum- 
mit in Moscow last week. Most cis mem- 
bers want friends elsewhere. They have 
more to gain from the West and Asia than 
they have from Russia. Some fear that Rus- 
sia wants to swallow them again. 

American oil firms have been among 
the main investors in Azerbaijan, which 
controls the best of the Caspian oilfields. 
America is a big provider of foreign aid to 
Ukraine, and to Armenia. It has offered 
military co-operation to Georgia, and 
staged a NATO-sponsored joint naval exer- 
cise in Ukraine. According to a conserva- 
tive Russian commentator, America is "ac- 
tively creating centres of power blocking 
and opposing Russia ... [which] is a sick 
man and its heritage is being divided like 
that of the Ottoman empire." 

So far America and Russia have merely 
eyed one another warily, but it is easy to 
imagine how tempers might flare. Azerbai- 
jan might plunge into instability on the 
death of its elderly and autocratic leader, 
Heidar Aliev. Georgia might stumble back 
into civil war ifassassins finally got to Presi- 
dent Edward Shevardnadze. A new Rus- 
sian president might insist on Ukraine giv- 
ing back the Crimean peninsula. In any of 
those eventualities, constituencies within 
the countries at risk could turn to America 
for support. And if America agreed to give 
it, confrontation would beckon. 

One side-effect of Russian difficulties 
with America is that they have helped make 
Russian relations with Europe easier. Rus- 
sia has chosen to see Europe as the "good 
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West", in Mr Palazchenko's phrase: more 
sensitive to Russian interests, more worthy 
of Russian hopes. When NATO's enlarge- 
ment dominated Russian thinking about 
foreign affairs in 1996-97, the blame went 
to America, not Europe. 


... and naively at Europe 


But quite often Russia has seemed not 
really to understand how Europe works—as 
if it were relying on diplomatic textbooks 
from the 19th century. Mr Yeltsin's last stab 
at grand European diplomacy, the conven- 
ing of a "troika" summit in March with 
Germany's chancellor, Helmut Kohl, and 
France's president, Jacques Chirac, verged 
on farce. Mr Yeltsin behaved as though Rus- 
sia were reclaiming a place kept vacant for 
it at the top table of European powers. Mr 
Kohl and Mr Chirac smiled and went 
home for tea. 

One issue that could badly sour Russian 
relations with Europe would be a further 
expansion of NATO to include any of the 
Baltic countries. Russia would oppose that 
much more fiercely than it has opposed the 
alliance's expansion into Cen- 
tral and Eastern Europe. It be- 
lieves it has a special claim on 
the Baltic states for historic 
and strategic reasons, and it 
suspects them of being viscer- 
ally anti-Russian. For much 
the same reasons, the Baltic 
states want to join NATO às 
soon as they can—and they 
will expect their European 
neighbours, even more than 
the United States, to take their 
side against Russia to what- 
ever degree necessary. 

Problems may also be 
posed for Russian-European 
relations by the eastward ex- 
pansion of the European 
Union. So far Russia has paid 
little heed to the widening of 


the Union's membership, noticing the EU 
mainly as an occasional adversary in trade 
rows. But in practice, and contrary to cur- 
rent wisdom, Russia may stub its toes much 
more painfully on an encroaching Eu than 
on an encroaching NATO. 

The countries of Central and Eastern 
Europe, and Cyprus, have so far remained 
fairly open to Russia since the collapse of 
communism. Most have minimal visa for- 
malities for Russian visitors. Russians have 
flocked to them for tourism and commerce. 
Russian firms have flocked there too, and 
parked their money in local banks. But as 
those countries prepare to join the Euro- 
pean Union, Russians will find it harder 
and harder to penetrate the new visa re- 
gimes, customs regulations and banking 
laws. Windows on the West will seem to 
slam shut again. That may mean trade ten- 
sions, especially if Russia sees prospective 
markets lost. It may mean diplomatic ten- 
sions, if Russia sees itself in a contest for in- 
fluence over other European countries still 
outside the EU. 

Awkward as feelings may be between 
Russia and the West, they are liable to get 
more awkward when Mr Yeltsin goes—per- 
haps in 2000 when his term ends, sooner if 
his health fails him. The West has viewed 
Mr Yeltsin as its best ally in Russia, because 
he has respected the rudiments of democ- 
racy. And so long as Russia could be 
deemed democratic, the West had a point 
of principle to which it could cling. It could 
duck awkward questions about how and 
why Russia generated chaos (the shelling of 
parliament in 1993), savagery (the Chechen 
war in 1994-96) and criminality (always 
and everywhere) on a scale unimaginable 
in any western democracy. Its official hope 
was that Russia, being a democracy, would 
mend its undemocratic ways. That remains 
the official hope. 

It may be sorely tested. Even if democ- 
racy survives Mr Yeltsin, there is little sense 
of shared values in Russian society. The 
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vergence has been reached already its EU partners by no less than 217 per currency management, and hedging 
before the start of EMU. This bodes cent. In the past two years, however, costs. 

well for monetary stability, the with prices moving more or less in 

prerequisite for a stable euro, which — lockstep as EMU draws nearer, Gain in efficiency 


promises to contribute to economic 
growth in Europe, as widely fluc- 
tuating exchange rates tend to crimp 
growth. 

According to the convergence reports 
presented by the EU Commission and 
the European Monetary Institute at the 
end of March, eleven EU member 
states are eligible for membership in 
the European Monetary Union (EMU), 
which is due to begin on 
Ist January 1999. The 
progress made towards 
convergence has, on the 
whole, been quite impres- 
sive. The currencies par- 
ticipating in the European 
Monetary System (EMS) 
were hovering close to 
their central rates in 1997. 
The convergence of na- 
tional interest and inflation 
rates has been no less 
remarkable. The EU's GDP- 
weighted average inflation 
rate in 1997 was 19 per 
cent, compared with 5.4 per cent in 1990 
and 12.6 per cent ten years earlier. 







Monetary convergence 

Thanks to monetary convergence, one 
of the most difficult hurdles on the way 
towards of a durable „stability union" 
has been cleared. For once the single 
currency has been introduced, the 
countries in the euro-zone will no 
longer be able to use exchange rates to 
compensate for divergent economic 
trends. In the past, currencies have 
been devalued mainly for the purpose 
of offsetting an inflation-induced loss in 
a country's international competitive- 
ness. The steady convergence of 
monetary data, however, has largely 
obviated the need for the EMU 
candidates to use exchange rates as a 
tool of economic policy. 

The D-mark's exchange rate against 
the other EU currencies has largely 
offset these inflation differences. In the 
past25 years, the German currency has 
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exchange rates have remained more or 
less unchanged. 

This monetary convergence will make 
it easier for the European Central Bank 
to do its job. Although small inflation 
differentials will remain even after EMU 
has been established, it is not to be 
expected that a return to the old spend- 
thrift ways will cause inflation gaps to 
widen again: 


Inflation Differential and Exchange Rate 


Germany vs. the other EU countries 
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The Stability Pact requires the EMU 
countries to pursue the goal of fiscal 
consolidation on a durable basis. Their 
obligation to reduce the national debt, 
mainly by cutting public spending, does 
not end with their accession. Fiscal 
consolidation will cause interest rates 
to fall, which, apart from stimulating 
economic activity, will bring additional 
budgetrelief and strengthen the euro. A 
stable euro, in turn, will keep the cost of 
imports low, which will also help to 
contain inflationary risks. 

The European Central Bank's 
commitment to a stability-oriented 
monetary policy will lay the basis for 
inflation-free economic growth in the 
participating countries. The euro itself 
is expected to provide additional stimuli 
to growth. The single currency will do 
away with currency conversions, 
which will bring considerable savings 
in costs. Currency transactions involve 
a great variety of costs: banks charges 
and commissions, personnel and non- 


Percentage points 


The IFO Institute in Munich estimates 
that these transaction costs amount to 
no less than one per cent p.a. of the 
EU's GDP. The euro is expected to 
eliminate about 80 per cent of these 
costs. This means that about DM 100 
billion will be saved annually. Another 
advantage will be the gain in efficiency 
resulting from the elimination of un- 
certainties in planning and pricing in 


Greater market transpar- 
ency and a more secure 
basis for planning are 
therefore expected to bring 
a further increase in cross- 
border trade in the EMU. 
Exports of goods and 
services account for 30 per 
cent of the EU's GDP, with 
trade in the single 
European market making 
up two-thirds of the total. 
Competitive pressure in 
this market will increase. 
Increased competition will 
enhance the efficiency of the European 
economies and stimulate innovation. 
It is, of course, difficult to quantify the 
thrust which EMU, thanks to the 
absence of currency shifts, will give to 
growth. If we assume that growth posts 
a real !/ per cent of GDP, this impetus 
would already correspond to about 35 
billion in the first year. Assuming an 
average growth rate of 3 per cent 
(including euro's contribution), the EU's 
GDP will expand by about DM 440 
billion over a period of ten years. This 
would be equal to Belgium's total 
national output. EMU is not a panacea 
for all economic ills, of course. But a 
stable euro, which will, for example, 
force the member states to speed up 
structural adjustment, should make a 
welcome contribution to growth. 
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Republic 


Jana Lórinéiková, project manager SNAZIR 


Slovakia s combination of intellectual capital and significant cost efficiencies can provide your 
company with the manufacturing and business solutions you are looking for. For further 
impressive figures on the ways in which your company will benefit from establishing business here, 
call Jana. Tel.: *421/7/5335 175, fax: *421/7/5335 022. 

SNAZIR - Slovak Agency for Foreign Investment 
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government feels little accountability to 
the public for its actions. The public feels 
little responsibility for the actions of the 
government. The result is that government 
functions badly, or not at all. It is frag- 
mented and corrupted, easy prey for inter- 
est-groups of all kinds. The only strong in- 
stitution is the presidency, and that has 
been growing weaker, or at least more er- 
ratic, as Mr Yeltsin’s health and morale 
have failed him. 

Weak and irresponsible government 
has allowed the main elements of foreign 
relations to be captured by various institu- 
tions and interest-groups. At the top is the 
foreign policy of the presidency, which has 
usually been  westward-leaning. Next 
comes the foreign policy of the foreign min- 
istry, which under Mr Primakov has culti- 
vated ties with the developing world, espe- 
cially Soviet-era friends there, and has kept 
a beady eye on the cis. And below is the for- 
eign policy of the Duma, the reactionary 
lower house of parliament, which has 
thumbed its nose at Mr Yeltsin and blocked 
his treaties. Russia has ratified treaties 
delimiting borders with a mere five of its 14 
neighbours—a measure of the Duma’s re- 
luctance to concede that the Soviet Union 
has gone for good. 

After these main branches of govern- 
ment come unacknowledged but also pow- 
erful actors. There is the Russian army, 
scarcely under civilian control, whose 
troops and bases in the cis have been use- 
ful for deniable adventures there. There are 
the arms and nuclear-technology exporters, 
whose official and unofficial trade has 
been central to Russian relations with 
many regimes, including China’s. There are 
the big Russian energy firms, led by Gaz- 
prom, the state-controlled gas monopoly, 
which control most energy supplies to ex- 
Soviet countries, and much of the hard cur- 
rency coming into Russia. 

The foreign ministry has been gaining 
influence since Mr Primakov took charge, 
the more so since Mr Yeltsin’s failing pow- 
ers began restricting his capacity for sum- 
mit diplomacy. The Duma has been losing 
influence with the waning of Mr Zhirinov- 
sky. The arms-export lobby has been gain- 
ing ground, not least because it provides 
slush-funds for domestic politicians. The 
army's incompetence has cost it much 
credibility. 

Until its foreign policy is more unified, 
Russia will find it difficult to nourish trust 
and steadiness in its dealings with normal 
countries. A better-functioning govern- 
ment might bring about such a change. But 
that is not in prospect. Mr Yeltsin’s decline 
may well make the main institution of gov- 
ernment, the presidency, a force more for 
instability than for stability. Were an elec- 
tion held tomorrow it would probably be 
won by Alexander Lebed, a nationalist ex- 
general with almost no government experi- 
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Up and generally up 


Russia's arms sales 
$bn 





ence; or Yuri Luzhkov, the mayor of Mos- 
cow, a leader of the campaign to reclaim 
Crimea and an agitator for the interests of 
Russians in other ex-Soviet countries. The 
accession of either would create expecta- 
tions dangerous enough to be destabilising 
in themselves. 

Could some other force shape Russian 
foreign policy for the better? Celeste Wal- 
lander, an American political scientist, has 
suggested that economic forces might do 
the job. As Russia and the other countries of 
the former Soviet Union move their econo- 
mies away from the inefficient autarky of 
the Soviet era towards a more efficient inte- 
gration with the world economy, consider- 
ations of trade and investment will prevail 
over other forces. Foreign policy will be an- 


Down and down 


Russia's current-account balance 
% of GDP 





alysed in terms of conventional economic 
costs and benefits. 

There are grounds here for hope, and 
evidence that some economic consider- 
ations have already worked in a benign 
way. The Baltic states pay cash on the nail 
for their gas, and offer the Russian oil in- 
dustry its most efficient export routes. So 
when Russian ministers muttered about 
sanctions against Estonia last year, and 
against Latvia this year, the oil and gas in- 
dustry headed off mandatory measures. 

The oil and gas industry has also pre- 
vailed in Russian policy towards the Cas- 
pian Sea. Grudgingly, the foreign ministry 
has dropped its claim that the sea should be 
treated as a condominium. It has agreed 
that the sea-bed and its oil riches should be 
divided up into national sectors. This new 


RUSSIA AND THE WEST 


approach concedes ownership of the rich- 
est oil fields to Azerbaijan, but clears the 
way for Russian oil firms to exploit them as 
members of international consortia. 

Economic forces could, however, shape 
Russian foreign policy for bad as well as for 
good, if the Russian economy does not 
come right. And so far it has not. This year 
the price of Russia’s main export commod- 
ity, oil, has fallen sharply. Russia faces its 
first-ever current-account deficit, and 
much of its industry is in terrible shape. 

A shortage of hard-currency export 
earnings might encourage Russia to push 
much harder for a cis trade block within 
which it could enforce rouble or barter set- 
tlement. Other Cis countries might play 
along willingly if their economies were 
struggling too, so that it suited them to 
swap food or consumer goods for Russian 
oil and gas. The trouble will come if other 
CIS countries are doing much better than 
Russia in normalising their economies. 
Then they will fight Russian efforts to make 
their markets captive. 

Weak oil prices may also encourage 
Russia to earn hard currency wherever else 
it can—and the armaments and nuclear- 
power industries are among the few bits of 
the Russian economy with strong export ca- 
pacity. The more Russia pushes that sort of 
trade, the worse its relations with the West 
are liable to become, and the more influ- 
ence the hawkish, often shady, arms and 
nuclear lobbies are liable to gain over for- 


eign policy. 


The world is for winning 


There is not much comfort in all this for 
any western country wondering how best 
to deal with Russia in the future. The coun- 
try is still a work in progress. Shorn newly 
of empire, it lacks both a sensible view of its 
place in the world and a government capa- 
ble of doing the things that governments 
need to do. 

And even if Russia gets such a govern- 
ment, the results may not be pretty. Along 
with their attachment to geopolitics, Rus- 
sia’s ruling classes are reluctant to unlearn 
Soviet-era notions of the world as a zero- 
sum game in which countries become 
strong and rich only by making other coun- 
tries weak and poor. They see western lib- 
eral values, whatever their intrinsic merit, 
as tools for arranging the world in ways 
that suit America. They have not yet ac- 
cepted democracy or the market economy 
as essential and permanent features of the 
new Russian state, so they are not terribly 
fussy about those features in their choice of 
friends. 

All this does not make the West wrong 
to view Russia as a natural ally. But it 
should be enough to discourage the notion 
that all intelligent Russians view the West 
in much the same terms. 
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The euro takes off 


Leaders of the European 
Union's 15 countries formally 
agreed that 11 of them would 
adopt a single currency, the 
euro, from the start of next 
year. Coins and notes should 
start circulating in 2002. 





The event was marred by a 
row over who should run the 
new European Central Bank. 
Wim Duisenberg, a Dutch- 
man, will be its first presi- 
dent, but the French insisted 
he should step down “volun- 
tarily”, probably half-way 
through the eight-year term 
laid down in the Eu’s Maas- 
tricht treaty. The head of 
France’s central bank, Jean- 
Claude-Trichet, would then 
take over. But later, Mr Duis- 
enberg seemed to cast doubt 
on the deal. 


The Danish government in- 
tervened in an effort to end 
Denmark’s biggest strike 
for two decades. Some 
450,000 Danes have been de- 
manding, among other 
things, a sixth week of holi- 
day a year. 


The Dutch Labour Party, led 
by the country’s incumbent 
prime minister, Wim Kok, 
won the Dutch general elec- 
tion, ahead of the free-market 
Liberals, with whom it has 
been in coalition. It is proba- 
ble that the coalition will 
continue in government. 


In the second round of a by- 


election in the southern city 
of Toulon, France's far-right 
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National Front lost its sole 
seat in the National Assem- 


bly—by just 33 votes. 


The newly appointed head of 
the Vatican’s Swiss Guard, 
Alois Estermann, was mur- 
dered, together with his wife, 
apparently by an aggrieved 
23-year-old guard who had re- 
cently been reprimanded. 


A plot by the Basque separat- 
ist guerrilla group, ETA, to kill 
Spain's king, Juan Carlos, 
has been uncovered by the 
police. 


At least 45 people died and 
2,000 were made homeless 
by landslides and torrents of 
mud in Campania, à region 
around Naples. 


Indonesians riot 


Six people were reported to 
have died as riots swept 
through Medan and other 
towns in Indonesia. The vio- 
lence followed rises in the 
prices of fuel, transport and 
electricity imposed by the 
government trying to carry 
out IMF reforms. 


The Taliban said they would 
allow the UN to send food 
into the Hazarajat region of 
Afghanistan, whose inhabit- 
ants were said to be starving. 
The remote region is opposed 
to Taliban rule. 


A Roman Catholic bishop in 
Pakistan killed himself out- 
side a court in the province of 
Punjab after a fellow Chris- 
tian was sentenced to death 
for blasphemy. 





India’s defence minister said 
that the main potential 
threat to India came from 
China, not Pakistan. “Ridicu- 
lous,” said China. 


About 17,000 Cambodians 
fled to Thailand as fighting 
continued between Cambo- 
dian government soldiers 
and the remnants of the 
Khmers Rouges. The UN said 
there are now 87,000 Cam- 
bodian refugees in 
Thailand. 


Courting | 


As the Whitewater grand 
jury in Little Rock prepared 
to shut up shop after 30 
months of investigations, 
Webster Hubbell, a friend of 
President Clinton's and a for- 
mer top official at the Justice 
Department, was indicted on 
charges of tax evasion, and 
Susan McDougal, a former 
business partner of the Clin- 
tons in the Whitewater ven- 
ture, was indicted for refusing 
to answer questions. 


A federal judge rejected Mr 
Clinton's claim that execu- 
tive privilege could be in- 
voked to shield two top aides 
from testifying before a sepa- 
rate grand jury in Washing- 
ton, DC. 


Theodore Kaczynski, the 
Unabomber, was sentenced 
to four life terms in prison for 
a bombing campaign that 
killed three people and 
maimed two others. 


Brazil's government failed, 
by only one vote, to win the 
60% majority in the lower 
house of Congress needed for 
a vital part of its pension 
reform. 


Forest fires, blamed on EI 
Nino, raged in several areas 
of central Mexico. One killed 
up to 35 people fighting it, 
when the flames suddenly 
changed course. In Brazil, 
President Cardoso, his gov- 
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ernment under attack for not 
acting sooner, flew to see re- 
lief operations in the 
drought-hit north-east. Floods 
continued to ravage areas 
along the Parana river in 
northern Argentina. 


Paramilitaries in Colom- 
bia massacred at least 21 peo- 
ple in a village and warned 
others to get out fast. 


A political crisis struck Ecua- 
dor after its new Constituent 
Assembly voted to prolong its 
own life and take powers to 
override the existing Con- 
gress. No way, Said President 
Fabian Alarcon. The army 
called for a “patriotic solu- 
tion”. Presidential and con- 
gressional elections are due 
on May 3ist. 


A summit, if 





In talks in London Madeleine 
Albright failed to get Binya- 
min Netanyahu to accept 
America’s proposal that Israel 
should partially withdraw 
from 13.1% of the West Bank. 
Bill Clinton then invited Mr 
Netanyahu and Yasser Arafat 
(who has accepted it) to a 
summit in Washington on 
May 11th to launch an accel- 
erated version of the “final- 
status” talks—but only on 
condition that Israel first says 
yes to the proposal. 


Six people were killed in pro- 
democracy demonstrations 
in Ibadan, Nigeria. 


A former prime minister of 
Rwanda, Jean Kambanda, 
pleaded guilty to genocide at 
the UN’s International Crimi- 
nal Tribunal. 
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Daimler-Benz of Germany, 
maker of luxury cars and 
commercial vehicles, is to 
merge with Chrysler, the 
smallest of America’s Big 
Three. The deal will create the 
world’s fifth-largest car 
maker, with combined sales 
of $130 billion. It is the big- 
gest-ever industrial merger 
and the biggest foreign take- 
over of an American firm. 


Two big American car-parts 
makers are also in merger 
mode, in a fast-consolidating 
industry. Dana made a white- 
knight bid of $3.6 billion for 
Echlin, and assumed $570m 
of its debt. Echlin has been 
fighting off a $3 billion hos- 
tile offer from sBx. 


Loss-making Saab of Sweden, 
50%-owned by General Mo- 
tors, had to halt output of its 
cars. Denmark’s national 
strike held up essential parts. 


Musical shares 


Shares in Britain’s EMI, one 
of the world’s biggest music 
groups, rose sharply after it 
said it was in talks with a 
suitor, possibly Seagram, a 
Canadian whisky and enter- 
tainments group. Shares in 
Philips Electronics and 
PolyGram, the music and 
film group, rose when the 
Dutch electronics group con- 
firmed rumours that it might 
sell all or part of its 75% stake 
in PolyGram. 


Aetna, an American health- 
maintenance organisation, re- 
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ported that first-quarter net 
earnings had fallen by 40% 
on a year earlier. The decline, 
to $167.5m, is blamed on the 
firm's inability to control 
medical costs. 


Germany's Hoechst said it 
may float its Celanese and 
Ticona units in an acceler- 
ated bid to get out of indus- 
trial chemicals. The huge 
restructuring under way is 
transforming Hoechst into a 
life-sciences group. 


A New York Times article ig- 
nited fierce trading in biotech 
companies specialising in 
cancer cures. EntreMed, an 
American biotech firm, saw 
its share price quadruple on 
reports that its anti-cancer 
drugs clear tumours—in mice. 
Shares in EntreMed and 
other cancer companies fell 
back later, as investors came 
to their senses. 





A French art collector (and ty- 
coon) has become the biggest 
shareholder in Christie's In- 
ternational, a top interna- 
tional auction house beset by 
bid speculation, after buying 
a 29% stake from another ty- 
coon, Joseph Lewis, for an un- 
disclosed sum. At close of 
trading on the day of the 
deal, the stake was valued at 
£146m ($242m). Artémis, the 
holding company belonging 
to Francois Pinault, also has 
retailing, wine and property 
interests. 


Further consolidation among 
America's oil and natural gas 
producers: Atlantic Richfield 
(Arco) is paying $2.5 billion 
for Union Texas Petroleum 
and assuming $800m-worth 
of debt. 


America's Cendant, a direct- 
marketing group, offered 
£450m ($750m) for Britain's 
oldest motoring organisation, 
the RAC. Cendant has only 
just completed its purchase of 
National Car Parks, which in- 
cludes another breakdown 
service, Green Flag. The 9.3m 
members of the combined 
group would nearly equal the 
AA's 9.4m members. 


Buying insurance 
Christiania Bank, Norway's 


second-largest, tried once 
more to buy Storebrand, the 
country's largest insurer, but 
its NKr19 billion ($2.6 billion) 
bid was promptly rejected. 
The two could yet merge and 
overtake Den norske Bank to 
become the country's biggest 
financial-services group. 


Axa-UAP of France plans to 
buy the 52% of Royale Belge 
that it does not already own 
for BFr120 billion ($3.3 bil- 
lion), putting Axa, which has 
its own insurance unit in Bel- 
gium, among the country's 
leading insurance brokers. 


The horsetrading over a res- 
cue package for Crédit Lyon- 
nais is in its final weeks. The 
French government, after 
years of obduracy, is propos- 
ing a rescue involving mainly 
the sale of assets, which is 
likely to be accepted by the 
European Commission. The 
bail-out of the bank will have 
cost French taxpayers well 
over FFr100 billion ($16.9 bil- 
lion) and possibly more like 
FFr150 billion. 


In a continuing trend in 
France, two corporate giants, 
Suez Lyonnaise des Eaux 
and Saint-Gobain, agreed to 
unwind their cross-share- 
holdings, sending the shares 
of both soaring. 


It was yet another bad week 
in Asian stockmarkets, with 
Jakarta falling by 10.9%, Seoul 
by 9.8% and Kuala Lumpur 


BUSINESS THIS WEEK 


by 6.1%. The gains in share 

prices that occurred earlier 
this year have now been al- 
most wiped out. 





Crédit Suisse, one of three big 
Swiss banks threatened with 
class-action suits from Holo- 
caust victims and their rela- 
tives, settled out of court with 
one survivor for an estimated 
$500,000. The survivor pulled 
out of the class-action suit 
against Crédit Suisse, but not 
that against the other banks. 


Lloyd’s of London, which re- 
ports three years in arrears, 
announced record profits for 
1995 of £1 billion ($1.6 bil- 
lion), but warned that profits 
would fall sharply in future 
as competition intensifies. 
The insurance market, which 
has only recently recovered 
from a catastrophic few years, 
predicts that profits in 1996 
will slide to £574m and in 
1997 to £366m. 


US West, a Baby Bell, said it 
would market the long-dis- 
tance services of Owest, one 
of a new breed of telecom 
company in America. The 
deal gets round restrictions 
on when Bells can enter this 
market. 


Takayuki Kamoshida, a direc- 
tor at the Bank of Japan, in 
charge of internal investiga- 
tions into bribery allegations 
at the central bank, hanged 
himself, claiming in a note to 
be “exhausted”. His is the lat- 
est in a number of suicides 
that have occurred in Japan’s 
scandal-ridden financial 
sector. 
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Indonesia shudders 





Just as President Suharto thought it was safe to dip his toes back into interna- 
tional financial waters, his own people start to disown him more openly 


TSHOULD have been one of the Indone- 

sian government's better weeks. The IMF 
at last agreed to release funds it had been 
withholding for two months while waiting 
for proof that President Suharto would do 
what he had promised when he put his sig- 
nature to a programme of far-reaching eco- 
nomic reform in January. With the IMr seal 
of approval, Indonesia should soon have 
access to $7 billion in much-needed funds 
from multilateral lenders and friendly 
countries, anxious to stave off the total col- 
lapse ofa country with 200m people. Mich- 
el Camdessus, the IMFs managing director, 
heaped lavish praise on Indonesia's new 
team of economic ministers for their be- 
lated seriousness in tackling the disaster. 
But all their hard work to claw back a modi- 
cum of international respectability was un- 
done in a few days of violence on the streets 
of some of Indonesia’s biggest cities. 

The spark, as might have been foreseen, 
was a measure intended to help meet IMF 
targets, and essential if the government was 
to halt the slide into hyper-inflation by 
printing money. A reduction in subsidies 
on fuel and electricity prices meant that the 
price of petrol would rise, from May 5th, by 
71%. Kerosene, the poor's cooking fuel, went 
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up 25%. On the eve of the price increases, 
rioting broke out in Indonesia's fourth- 
largest city, Medan, in Sumatra—always a 
volatile place, with its sizeable ethnic-Chi- 
nese population, and truculent Batak and 
Acehnese indigenous people. 

The familiar armoury of riot police, wa- 
ter cannon and tear-gas appeared on the 
streets. Violent clashes have also occurred 
in several other cities, leading the armed- 
forces commander, General Wiranto, to 
warn of a drift towards anarchy, and to or- 
der his troops to adopt “stern measures” to 
stem the tide. After restraining themselves 
during nearly three months of student pro- 
tests, the security forces have this week been 
quick to open fire on demonstrators, some- 
times with rubber bullets, but on occasion 
with live ammunition. Six people have re- 
portedly been killed and dozens injured. 

Investors this week overlooked the 
IMF's encomium; and once again Indone- 
sia’s currency, the rupiah, and the stock- 
market, sank. They were unnerved by what 
looked like more than the sporadic riots to 
which the country is prone: rather, the gath- 
ering momentum of student protest began 
to look like a real, if incoherent, political 
challenge to the Suharto regime. The stu- 





dents have been agitating for three months 
now, but the government had been willing 
to tolerate their protests, so long as they re- 
mained on their campuses. With stern 
warnings, the army and police seemed to 
have little trouble bottling the protesters 
up. The authorities’ unstated fear was that 
disaffected students might find natural al- 
lies in poor districts nearby, many of whose 
inhabitants, especially the unemployed, 
have been hit just as hard as the students by 
the economic disaster. 

In some places, the government's night- 
mare is being realised. In Medan, student 
protest has been followed by rioting and 
looting, some of it directed at shops owned 
by ethnic Chinese—seen as a dispropor- 
tionately rich minority in Indonesia. On 
May 5th one man was said to have burned 
to death in a Chinese-owned shop set 
ablaze by rioters. 

As yet, none of this amounts to a serious 
threat to Mr Suharto. He still holds all the 
cards that count, so long as rumours of divi- 
sions with the army remain no more than 
speculation. The students are not an orga- 
nised national movement. Their protests 
are co-ordinated loosely at best, and they 
have no clear idea about how to proceed 
against armed soldiers. Others have joined 
in their protests. But in Medan, they did so 
as rioters and looters. Elsewhere the stu- 
dents enjoy great moral support, but of the 
passive kind. Many middle-class Indone- 
sians in private say they hope Mr Suharto 
will go. But they would never dare take to 
the streets. “People power", a popular slo- 
gan, remains just that—a slogan. 

But the students are confounding cyn- 
ics with their tenacity. And they are widen- 
ing the cracks in the facade of Mr Suharto's 
impregnability. Even the media, used to 
censoring itself for fear of reprisals, is cover- 
ing their protests. So millions of Indone- 
sians are able, for the first time, to see their 
compatriots demanding Mr Suharto’s 
downfall. For the president, who turns 77 
next month, this poses an uncomfortable 
dilemma. To use too much force would risk 
alienating the fragile support for his regime 
that exists abroad, at a time when the Amer- 
ican Congress is pressing the Clinton ad- 
ministration to suspend all financial help 
to Indonesia. It would also risk creating 
martyrs and more reasons to protest. But if 
the student movement is left to develop, 
scattered protests could coalesce into a 
much broader anti-government campaign 
that even Mr Suharto, despite the political 
mastery brought by 32 years in dictatorial 
power, might find hard to control. 
A 
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Philippines 


An electoral pantomime 


MANILA 


The favourite to win the Philippine presidency is a hard-drinking philanderer 
with a penchant for buffoonery. Better he should win than lose fraudulently 


6¢ E WILL defeat”, declared Jose de 

Venecia on May 3rd, “the forces of 
evil.” The current administration's presi- 
dential candidate was speaking to an audi- 
ence of thousands of born-again Chris- 
tians. At their public engagements, many 
politicians hanker after the devotional fer- 
vour of a revivalist meeting. In the Philip- 
pines, “jDV” is not alone in hijacking one 
for his election campaign, and in being 
“anointed” by the presiding evangelist. 
There is another advantage: campaign ral- 
lies may not be broadcast on television. Re- 
ligious “healing meetings” can be. 

This one was called the Jesus Miracle 
Crusade, an appropriate enough event fora 
man most experts believe doomed to de- 
feat, barring divine intervention, or all-too- 
human fraud. Even a consultant to the jDV 
campaign estimates that he is trailing the 
favourite, Joseph Estrada, the current vice- 
president, by 6% in opinion polls. No elec- 
tion in the Philippines is totally clean, but 
that margin would be unassailable except 
through cheating on a scale thought too 
huge for even the forgiving Filipinos to ac- 
cept. Mr de Venecia suffers from his image 
as a sleazy "trapo"—traditional politician, 
or "dirty rag" in the local language. 

Some polls do not even put him in sec- 
ond place among the ten candidates, but 
behind those such as Alfredo Lim, the 
mayor of Manila, who revels in no-non- 
sense methods and a “Dirty Harry" nick- 
name. Nevertheless, Mr de Venecia does his 
best to look confident. Alongside the cur- 
rent president, Fidel Ramos, who has also 
"anointed" him, he borrows a Ramos trade- 
mark: the joyous leap into the air, feet 
tucked up, made famous by Mr Ramos in 
1986 when he heard the former dictator, 
Ferdinand Marcos, had fled the country. 

But, given the choice between a candi- 
date who can jump like a frog and one said 
to drink like a fish, popular opinion fa- 
vours Mr Estrada—the "forces of evil" al- 
luded to by Mr de Venecia. Once a B-movie 
actor, Mr Estrada has been typecast so long 
he has started acting the part off camera: 
the tough guy with the heart of gold, the vig- 
ilante with integrity. His opponents por- 
tray him as a womaniser, a drunkard and a 
gambler; as in cahoots with drug lords and 
casino kings; as an inarticulate bungler 
with a dangerously enlarged liver. Refer- 
ring to next month's 100th anniversary of 
independence from Spain, Raul Roco, a 
presidential candidate who is the hope of 
students and many middle-class intellectu- 
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als, says that for the centenary presidency, 
the Philippines needs “somebody who can 
at least pronounce globalisation". 

That is unfair, although, in answering a 
local newspaper's policy questionnaire, Mr 
Estrada's endorsement of the global econ- 
omy was rather lukewarm: “On retail trade 
and globalisation, we will study that. I can- 
not tell you the answer right now.” The 
"we" covers "advisers" and backers from 
across the political spectrum. The worry 
among businessmen has not just been that 
Mr Estrada might be an international 
embarrassment, but also that he might re- 
verse the market-friendly, liberalising re- 
forms introduced by Mr Ramos. His coterie 
includes former leftists, one of whom, 
jailed by Marcos, is tipped as a future min- 


Estrada meets his fans 


ister. Another, rumoured to be his choice 
for "budget secretary", has gained notoriety 
arguing for the selective repudiation of for- 
eign debts. But Mr Estrada also has the sup- 
port of Eduardo Cojuangco, most promi- 
nent of Marcos's business cronies, and one 
who accompanied him into exile. 

Alex Magno, a political consultant, be- 
lieves there is little danger of a radical roll- 
ing back of the Ramos reforms. The “tech- 
nocracy" which promoted them would 
continue to prevail. The real risk would be a 
cabinet riven by ideological divisions, lack- 
ing the cohesion to tackle further reform, 
which might succumb to the drift of the 
presidency of Corazon Aquino, Marcos's 
successor: "a laid-back president, and 
squabbling advisers and cabinet". 

But Mr Estrada has a solid power-base 
among the poor, who trust him and rather 


like his rough-and-ready image. More dan- 
gerous than an Estrada presidency would 
be their anger if they felt the election had 
been blatantly rigged. In the previous elec- 
tion, in 1992, Mr Ramos was accused of 
cheating. But the election commission en- 
joyed far more respect then than now. It 
has, for example, done nothing to stop the 
televising of *anointment" rallies. 

It also faces a Herculean task. The presi- 
dential poll is just one among 17,200 elec- 
tions held on May 11th among 100,000 can- 
didates for a host of local posts and the 
national legislature. The vice-presidency is 
also up for grabs, in a separate vote. So, if 
the polls are to be believed, Mr Estrada will 
end up with Mr de Venecia's running-mate, 
Gloria Macapagal-Arroyo, as his deputy. A 
glamorous economist, she would help his 
image problem. 

Many of the other elections are marred 
by vote-buying, intimidation and violence. 
More than 20 people have already died, 
mostly in local vendettas that peak at elec- 
tion time. Away from the opera bouffe of 
Manila, Philippine politics looks less like 
liberal democracy than elective feudalism, 





where dominant local clans hold sway. To 
take one of countless examples, on the is- 
land of Leyte, Alberto Veloso is running for 
governor. His opponent is his cousin. Two 
more Velosos are competing for vice-gover- 
nor, a post formerly held by Alberto’s son, 
who is now running for Congress. Five of 
his cousins also want the job. 

For the poor Filipinos who support Mr 
Estrada, he represents a vote against this 
traditional and feudal order. They may be 
disappointed in their choice. But unless Mr 
Estrada’s opponents can mount a credible 
last-minute challenge, uniting on an “Any- 
one But Erap” platform, he will win. That 
need not be a disaster. Electoral robbery 
would be much worse. Like using God as a 
warm-up act, it would be an abuse of faith, 
inviting retribution. 
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Macau 


Gangsterland 


MACAU 


AN KWOK-KOI, better known as 

“Broken Tooth” Koi, Macau’s most- 
wanted mobster, was watching a television 
programme about himself earlier this 
month when he was arrested in the Lisboa 
Hotel, a gaudy temple to the gambling that 
flourishes in this Portuguese colony on the 
Chinese coast. Macau’s chief of police, Ant- 
onio Marques Baptista, appeared in per- 
son to nab his man. Hours earlier, Mr Bap- 
tista’s life had been saved by his golden 
retriever, which sniffed out some explo- 
sives planted under his car. Though Mr 
Wan has not been linked to the attempted 
bombing, Macau's authorities no doubt 
feel that he has been writing his own script 
for too long. A new movie paid for by Mr 
Wan opened in nearby Hong Kong on May 
7th; called "Casino", it glorifies “Broken 
Tooth's" violent, high-rolling life. 

Even with Mr Wan, and a growing 
number of his associates, for the moment 
behind bars, it may be wishful thinking to 
assume that the gangland violence that has 
racked Macau will come toa tidy end. Since 
the start of 1997, some 20 people have been 
killed, eight of them this year. Three of the 
most recent victims have been civil ser- 
vants. Last year Macau's security chief, Ma- 
nuel Monge, blithely reassured tourists 
worried about being caught in gangland 
shoot-outs that the hitmen never missed 
their mark. But the tourists are not coming. 
Last month Brigadier Monge's own chauf- 


feur was shot in the head at 
close range. 

Since Macau's gambling 
industry is controlled by a mo- 
nopoly so big that it supplies 
over half the colony's budget 
revenues, it might be thought 
that there is little left to fight 
over. Still, there are juicy pick- 
ings to be had from loan- 
sharking to destitute gam- 
blers. Juiciest of all is 
arranging the trips to Macau 
of big spenders, and provid- 
ing lavish suites and prosti- 
tutes on their arrival. And just 
as Taiwan and Hong Kong 
have in recent years cracked 
down heavily on their local 
triads, so gang violence has 
migrated to Macau. 

A sleepy attitude on the 
part of the authorities must 
come in for its share of the blame. Despite 
new laws and the posturing of Mr Baptista, 
there is no comparable institution to Hong 
Kongs tough Independent Commission 
Against Corruption. And it must be as- 
sumed that the triads have friends in 
government. 

Portugal's administration of Macau has 
long been a relaxed one: W.H. Auden de- 
scribed the place as a “weed from Catholic 
Europe”. The authorities have turned a 
blind eye to vice. The ballroom-dancing bil- 
lionaire Stanley Ho, who holds the gam- 
bling monopoly, seems unworried by it 
too. In his Hong Kong office, Mr Ho affects 
suave surprise if visitors suggest that prosti- 
tutes roam the corridors of his Lisboa Hotel. 


ASIA 





Baptista gets his man 


In public, Mr Ho tries to suggest that the vi- 
olence has little to do with gambling. Even 
Portugal’s prime minister, Antonio Guter- 
res, plays down Macau's problems. In a 
visit last month, he said Macau was getting 
a bum rap. 

Still, nobody sweeps problems under 
the carpet quite like the Chinese authori- 
ties. On May sth a giant clock was unveiled 
in Beijings Tiananmen Square to count 
down the seconds to Macau's return to 
China on December 20th 1999—more than 
four centuries after the Portuguese arrived. 
The return to the motherland, sang the offi- 
cial Chinese press in unison, was going 
wonderfully smoothly. 








Rumblings from across the razor wire 


ANY thousands of South Koreans 

make the pilgrimage, venturing 

past checkpoints and tank traps to peer 

| across the world’s most heavily fortified 

| border. In fact there is not much to see, 

just the hazy landscape of North Korea on 

the other side of the demilitarised zone. 

But, for the visitors, this is as much a part 

of their homeland as the South is, artifi- 

cially isolated since the end of the second 

world war, though eventually, they are 
sure, all to be rejoined. 

Kim Dae Jung, the South’s new presi- 
dent, seems keener than his predecessors 
to have a more open policy towards the 
North. He is ready to provide food and ag- 
ricultural aid, even though that may help 
prop up the regime in Pyongyang—and 
even though the prevailing belief among 
South Koreans is that conditions should 
be attached to future aid. But as one of his 
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advisers admits, all the government really 
wants at present is some form of peaceful 
coexistence. Were the North to collapse 
now, with the South's economy in tatters 
and unions taking to the streets to protest 
at growing unemployment, it would be 
“a complete disaster". 

At recent talks between the two sides 
in Beijing, the South wanted the North to 
consider setting up a communications 
and visiting centre so that millions of sep- 
arated families could get in touch. Al- 
though this was fiercely rejected, officials 
at South Korea’s unification ministry be- 
lieve the North is considering a shift in 
strategy. Indeed, there are some rum- 
blings of change. Kim Jong Il, the North 
Korean leader, has published an open let- 
ter calling for better relations with the 
South. He also seems to be coming out of 
his shell if, as reported, he is truly plan- 


ning to pay a visit to Beijing in October. 

In another development, a South Ko- | 
rean dance troupe called the Little Angels 
visited Pyongyang this week for a series of 
performances, an apparently unprece- 
dented private cultural venture. The 
group is linked to the Unification 
Church, otherwise known as the 
Moonies, who are believed to have main- 
tained links with the North. North Korea 
has also said it will allow UN officials to 
monitor the distribution of food in areas 
previously off-limits, although Catherine | 
Bertini, head of the UN’s World Food Pro- 
gramme, says the northerners have yet to 
confirm the arrangement. 

The famine in the North remains 
grim. Officials in the South believe inter- 
nal residency controls are now breaking 
down as people move to other areas in a 
desperate search for food. They also say 
North Koreans have been shot trying to 
cross the border into China. The hermit 
kingdom remains as dangerous and un- 
predictable as ever. 
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ASIA 
Asian security 


Aiming missiles 


DELHI 


SERIES of warnings by India’s new de- 
fence minister, George Fernandes, 
that his country’s main potential threat is 
China, and not Pakistan, has angered the 
government in Beijing. The Indian remarks 
are so ridiculous that they are not even wor- 
thy of refutation, according to a Chinese 
foreign-ministry spokesman this week. Yet 
a missile race has begun in South Asia, and 
it has plenty to do with China. 

Pakistan recently test-fired an interme- 
diate-range missile called the Ghauri. That 
has allowed Pakistan to overtake India in 
the missile race, boasted Gohar Ayub, Paki- 
stan’s foreign minister, on May 6th. Paki- 
stan also plans to develop a longer-range 
missile called the Ghaznavi. America says 
the technology and some components for 
the Ghauri have come from North Korea, 
and so has imposed sanctions on both 
countries under the Missile Technology 
Control Regime (MTCR), which prohibits 
technology transfer for such missiles. 

India, which by dint of its own efforts 
has developed the short-range Prithvi mis- 
sile and the medium-range Agni, is now 
developing the Sagarika, which can be 
launched underwater from a submarine. 
India has also announced a programme to 
increase the range of the Agni. 


America says India has ob- 
tained some missile technol- 
ogy from Russia to develop the 
underwater Sagarika. But no 
sanctions have been imposed 
so far. Pakistan protests that it 
is being discriminated 
against. However, Russia and 
India claim they have not 
traded in any technology that 
transgresses the MTCR. Be- 
sides, say the Americans, the 
Sagarika is still on the drawing 
board, whereas the Ghauri has 
been test-fired. 

The MTCR sanctions apply 
only to countries that trade in 
technology, and not to those 
that develop missile technol- 
ogy indigenously. India’s big- 
ger technological muscle 
means it has been able to de- 
velop missiles almost entirely 
by itself, whereas Pakistan gen- 
erally needs help. Last month 
Mr Fernandes accused China 
of providing Pakistan with 
missile technology. 

The government in Delhi 
is greatly irritated by western 
talk of an arms race on the subcontinent. 
Yet Mr Fernandes has only made public 
what many officials say in private: that In- 
dia faces a potentially formidable foe to the 
north, China, with which it has an unre- 
solved border dispute that led to a humili- 
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HE wheat harvest has started in Pun- 
| jab province, which produces more 
than 60% of Pakistan's grain. Hopes are 
high that the yield will be good, unlike 
last years. Then the prime minister, 
Nawaz Sharif, was blamed for what, at 
least in part, was a fault of nature. If 
things go right this time, he can hope for 
some much-needed credit. Last year Paki- 
stan had to import 4m tonnes of wheat. 
This year the government says the short- 
fall will be *only" 1.5m tonnes. 

Despite its ambitions to create more 
industry, Pakistan remains dependent 
on farming, which provides almost a 
quarter of its GDP. At least two-thirds of 
its people live in villages. The finance 
minister, Sartaj Aziz, expects agriculture 
to grow by 5% this year. The cotton crop 
| has been a disappointment, but sugar 
has done well. 
| Better farming would help to pull the 

country out of its perennial balance-of- 
| payments mess. The country imports 
| huge amounts of farm products, which it 





Too few green shoots in Pakistan 


ought to be able to produce more 
cheaply at home. 

During the past year farmers have 
been encouraged by higher prices for 
their products and easier loans. But they 
have legitimate grumbles. Dealers selling 
diluted pesticides have escaped prosecu- 
tion. The irrigation system is a mess. In 
parts of Punjab, farmers have not seen 
water flow to their fields from irrigation 
canals for years, because influential 
landowners have diverted it. 

Mr Sharif has started to distribute 
thousands of acres of state-owned land 
to peasants, in the belief that they will be 
more productive under new owners. 
Landowners are having to pay taxes un- 
der new laws, but so far the corrupt tax 
collection system has added little to the 
national income. It is difficult enough to 
collect taxes in towns, let alone in the ru- 
ral areas. Nevertheless, the development 
of an efficient agricultural industry is 
just about the country's only option if it 
is to turn its fortunes around. 


———————————— —————H————————Ó 
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Gandhi would not have approved 





ating defeat in a short war in 1962. India 
tested a nuclear device in 1974 to counter 
China's nuclear arsenal. Pakistan then de- 
veloped its own nuclear option to counter 
India’s. As China first developed its nuclear 
weapons to counter America's, Indian offi- 
cials see the arms race as a global affair, not 
a regional one. 

Mr Fernandess comments have cer- 
tainly stirred things up. He is a doughty 
campaigner for human rights, and has long 
been a stern critic of Chinese repression in 
Tibet. But his outburst has proved embar- 
rassing for the Indian prime minister, Atal 
Behari Vajpayee, who is currently seeking 
to build bridges with China. Indeed, Mr 
Vajpayee would like to hold up India's rela- 
tions with China as a model to be followed 
with Pakistan. India and China have 
agreed to set aside their border dispute for 
the time being and to get on with normalis- 
ing economic and cultural ties. India wants 
Pakistan similarly to put their dispute over 
Kashmiron the back-burner and normalise 
relations in other areas. But there has been 
no deal. 

Indeed, the names given to their mis- 
siles by the two countries reflect the differ- 
ence in approach. India's missiles are 
named after the elements—Prithvi means 
earth, Agni fire and Sagarika oceanic. But 
Pakistan's new missiles are named after 
Muslim conquerors of India. The first of 
these was Muhammad Ghauri, who estab- 
lished himself by beating a Hindu ruler, 
Prithvi Raj Chauhan. Ten centuries later, it 
seems the game remains much the same. 
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UNITED STATES 


The National Guard in a brave 


new world 


Anything useful to do, besides fighting the army? 


TWAS one of the sweetest victories in the 

350-year history of the National Guard. 
The citizen-soldiers of Nevada left their fac- 
tories, farms and investment banks for a 
battlefield in California, where they dis- 
guised their American tanks as Russian T- 
80s and donned the colours of an imagi- 
nary country called Krasnovia. Within a 
few hours they had pierced the defences of 
the adversary, a mechanised brigade 
of full-time soldiers from Georgia 
(the American state, that is). Guards- 
men across the nation rejoiced at 
their Nevadan comrades’ success. 
They had given the Pentagon 
sceptics a bloody nose—and proved 
that “weekend warriors” are per- 
fectly capable of engaging in full- 
scale armoured combat whenever 
Uncle Sam needs them. 

Unfortunately, not every battle 
in the relentless conflict between the 
fulltime American army and the 
Army National Guard, mostly part- 
time force with strong local roots, 
has such a rapid and decisive out- 
come. Most ofthe time, the two insti- 
tutions are locked in an inconclusive 
war of attrition which makes it im- 
possible for Pentagon strategists to 
use either of them effectively. Like ev- 
erybody else who is competing for 
slices ofthe Pentagon's shrunken pie, 
each side in this argument dismisses 
its opponents as superannuated, 
cold-war relics. 

The swift, high-tech wars of to- 
morrow may have little place for the 
dentist or school-teacher who likes to drive 
tanks or fly helicopters as a hobby, accord- 
ing to the full-time army—whose strength 
has been slashed by about 40%, to 495,000, 
since the Soviet collapse. Nonsense, retorts 
the National Guard, which has lost only 
20% of its cold-war strength and numbers 
around 370,000. As the guard sees things, 
the huge regular army that was built to fight 
the Soviet Union and its allies was an ab- 
erration in American history. Now that the 
cold war is over, America should revert to 
reliance on the citizen-soldier, a concept 
which dates back to colonial times. “Ameri- 
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Call in those weekend warriors 


cans have always been suspicious of stand- 
ing armies, ever since we fought the British 
redcoats,” says a spokesman for the Na- 
tional Guard Association, one of the more 
formidable lobbies on Capitol Hill. To set- 
tle the matter, guardsmen point out that 
their position is safeguarded by the Ameri- 
can constitution, which calls for the raising 
of militias "to execute the laws of the 





Union, suppress insurrections, and repel 
invasions." 

But full-time army commanders re- 
main sceptical. The guard’s eight combat 
divisions, its pride and joy, have been 
steadfastly excluded from any significant 
role in the army's plans to fight two re- 
gional wars (presumably in the Gulf and 
the Korean peninsula) simultaneously— 
the worst-case scenario on which much 
Pentagon thinking is based. In the guard's 
view, this exclusion is based on a self-serv- 
ing calculation: the army would not be able 
to justify retaining ten combat divisions of 


its own if it admitted that the guard could 
also play an important role. 

As the army sees things, the Gulf war of 
1991 proved its point: modern conflicts are 
too quick and deadly to have much place 
for troops that require 90 days or more to 
reach the proper state of readiness. The 
guardsmen allege, with real bitterness, that 
their combat brigades were kept out of the 
war even when they were well prepared. 

The deadlock is so intractable, and the 
mistrust so deep, that the entire process of 
adapting the military to a changing world 
is at risk of paralysis. The latest round of 
peace talks, convened in April by John 
Hamre, the deputy defence secretary, per- 
suaded the guard that the Pentagon's civil- 
ian bosses do want a solution. But the part- 
timers remain intensely suspicious of the 
army. They insist that they are ready 
for painful changes, such as convert- 
ing some of their heavy-armour divi- 
sions into lighter ones, but only if the 
army does the same. *We are willing 
to change if the army is willing to 
change, but we cannot take them at 
their word," says Major-General Ed- 
ward Philbin, director of the Na- 
tional Guard Association. 

Tensions increased a lot last year 
when the Pentagon published a qua- 
drennial defence review that called 
for a cut of 40,000 in the guard's 
strength. Guardsmen muttered that 
the army had conspired against 
them; the army retorted that it was 
about time the guard bore its share of 
defence cuts like everybody else. 
Eventually the guard offered to ac- 
cept a cut of 15,000 over three years, 
but only if the army recognised the 
guard's importance by signing up to 
11 principles. Otherwise, all deals 
were off the table. 

The reason why the guardsmen 
feel able to take such a firm line ts 
that they have extraordinary politi- 
cal clout. Because guardsmen are 
based in every part of the country, no law- 
maker can afford to ignore them, They also 
have a natural constituency in the state gov- 
ernors, who rely on them to cope with riots, 
explosions and (especially in recent 
months) natural disasters. At least in peace- 
ful times, the $5.5 billion which the Penta- 
gon spends every year on maintaining the 
guard is a sort of transfer from Washington 
to the governors, who are gaining influence 
on several other fronts and are highly pro- 
tective of their local troops. 

The net result is a stalemate—and in- 
tense frustration for the defence planners, 
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who long to save money on army person- 
nel (whether full- or part-time) and use it to 
buy high-tech weapons. The Pentagon says 
annual procurement spending must rise 
by about $20 billion, to $60 billion per 
year, by 2001 if America is to retain its mili- 
tary edge against all comers. But with every 
legislator determined to protect bases and 
guard units in his or her home district, it 
looks harder and harder to see how money 
can be freed for this shopping spree. 

In recent months, a new factor has 
emerged which could have a large, unpre- 
dictable effect on the stand-off between the 
army and the guard, and on the broader 
balance of power in the Pentagon. It is the 
belief among defence thinkers—especially 
those not wedded to any particular bureau- 


cratic interest—that domestic security risks 
may be rising at a time when the United 
States looks virtually unchallengeable over- 
seas. In military jargon, this is the theory of 
"asymmetrical threats". It goes like this: no 
adversary in his right mind would try to 
match America's vast arsenal oftanks, ships 
or nuclear weapons. It makes far better 
sense for the enemy—be it a terrorist group, 
a rogue state, or a combination of both—to 
wage chemical, biological or even cyber- 
warfare against American society, exploit- 
ing its openness. 

There was, initially at least, much rejoic- 
ing among the guardsmen last year when 
the national defence panel, a group of ex- 
perts with a mandate to review the coun- 
try’ military priorities, called for greater 





Indictment city 


| O` MAY 7th, after 30 months of dig- 
| ging into Whitewater, the federal 
grand jury in Little Rock was due to shut 
up shop. Aha, cried its critics, with no in- 
dictments of the Clintons! That is true. 
But, as if to prove to the world that his 
various inquiries are far from dead, the 
_ Whitewater special prosecutor, Kenneth 
| Starr, has had a whirlwind week. 

| On April 30th, a grand jury in Wash- 
| ington indicted Webster Hubbell, a 
friend of the Clintons who was once high 





up in the Justice Department, on charges 
of tax evasion. On May 4th, as almost its 
last act, the Little Rock grand jury in- 
dicted Susan McDougal, a business part- 
. ner of the Clintons in the Whitewater 
| venture, for criminal contempt and ob- 
struction of justice. On May sth, Vernon 
Jordan, the president's confidant, was 
back before the Washington grand jury; 
and on May 6th, just to add oomph to Mr 
Starr's progress, a federal judge ruled that 
Mr Clinton could not invoke executive 
privilege to stop two top aides testifying. 
The Hubbell and McDougal cases 
have interesting similarities. Both defen- 
dants claim that Mr Starr is trying to 
make them lie about the president and 
defame him, so they are not co-operat- 
ing. "You do not have any right to ask me 
questions. You are totally conflicted,” 
, Mrs McDougal told the grand jury, 
which was trying to discover why a 
cheque for $5,081.82, drawn on her hus- 
band's account in August 1983, had the 
words "Payoff Clinton" on it Mr 

_ Hubbell said of his tormentors that 
"They can indict my dog, they can indict 
| 








my cat, but I’m not going to lie about the 
president"—nor explain quite what work 
he did in exchange for the money he re- 
_ ceived from sympathisers in the Demo- 
cratic Party. Both Mrs McDougal and Mr 





McDougal’s still not talking 


Hubbell have already served many 
months in prison on other charges. Their 
indictments reveal Mr Starr's frustration 
that, so far, he has been unable to get any- 
thing out ofthem that might incriminate 
the White House. 

Is it the beginning of the endgame? 
Probably not. One grand jury may have 
wound up, but a new one can always be 
convened if necessary. Mr Starr has 
turned down a job at Pepperdine Uni- 
versity (though he still keeps other work 
warm, and was last seen arguing a case 
involving Meineke Muffler Corp., a car- 
repair firm). Mr Clinton, at an occasion- 
ally testy press conference on April 30th, 
said he expected Mr Starr's inquiries to 
go on “forever”. He was willing, he said, 
to let those inquiries hang over him for 
the rest of his administration. The ques- 
tion is whether his country is. 
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emphasis on countering poison gas or 
germ warfare attacks at home. The panel 
suggested that a Homeland Defence Com- 
mand could be organised around the Na- 
tional Guard. 

But, on second thoughts, the guards- 
men feel more cautious about the new de- 
fence thinking. Dealing with the ghastly 
consequences of a chemical or biological 
attack has always been part of their job, 
they point out. Governors would need 
them badly during the few crucial hours 
when the emergency was too serious for lo- 
cal police and fire services to cope and the 
federal authorities had not yet arrived. But 
the guard will strongly resist any changes to 
its structure that would compromise its 
ability to join the regular army on overseas 
combat missions. Since *the army would 
love to turn us into a constabulary" with 
purely local duties, the guard is bracing it- 
self for a fresh bureaucratic fight, says Gen- 
eral Philbin. 

In fact, the advent of “asymmetrical 
threats" may not suit the institutional inter- 
ests of any of the Pentagon's quarrelsome 
soldiers. Consider how the lines of author- 
ity would shift in the event of a chemical or 
biological attack on Anytown, America. 
Once the emergency became too serious for 
the state government, responsibility for 
"crisis management"—identifying the cul- 
prit and stopping further attacks—would 
shift to the FBI. The appalling human con- 
sequences of the crisis would be dealt with 
by a shadowy organisation called the Fed- 
eral Emergency Management Agency 
(FEMA), originally designed to keep govern- 
ment functioning in secret in a nuclear 
war, but better known for mismanaging the 
aftermath of hurricanes. The mainstream 
defence establishment would hardly enter 
the picture. If the attack was clearly 
launched by a foreign state, the generals 
might get busy retaliating. But what if the 
culprits were home-grown terrorists? 

In practice, nobody knows who would 
do what if American city-dwellers faced a 
lethal cloud of anthrax or nerve gas. An ex- 
ercise in March, designed to test the au- 
thorities’ response to a genetically engi- 
neered virus spread by terrorists on the 
Mexican-American border, led to bitter 
squabbling among rival agencies. "There is 
no clear demarcation line between the FBI 
and FEMA, and knowledge about disease 
and hazardous materials is spread over a 
broad array of institutions," says Zachary 
Selden, a germ-warfare boffin. "Somebody 
is needed to sit on top of these operations." 

But as America waits for the barbarians, 
its soldiers and guardsmen may at last have 
found something in common. Both have 
an interest in keeping the Pentagon's mind 
concentrated on hypothetical overseas 
Wars, as opposed to deadly attacks on the 
homeland which look all too possible. 
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The suburban West 





And shut the door behind you 


KIOWA, COLORADO 


HAT'S the difference between an 

environmentalist and a developer? 
The environmentalist already has his 
house in the mountains. So runs the joke 
among Colorado's house-builders, an in- 
creasingly beleaguered tribe. As the state 
prepares to elect its first new governor in 12 
years, growth—for good or bad—is at the 
top of the political agenda. 

Colorado has had seven years of con- 
struction fever as it tries to house over 
300,000 newcomers from other states. 
Now Coloradans face the prospect of hun- 
dreds of miles of suburban sprawl along 
the front range of the Rocky Mountains, 
from the Wyoming border in the north 
down through Denver and Colorado 
Springs to Pueblo in the south. Road rage, 
shrinking aquifers, crowded classrooms, 
ugly views: these are the complaints hurled 
at the six candidates for governor. 

Ata packed meeting in Castle Rock, the 
main town in the fastest-growing county in 
the country, residents recently called for a 
rural buffer between their town and Den- 
ver to the north—where, ironically, most of 
them work in offices. “Growth does not 
have to equal unfettered sprawl,” says Mike 
Kruger of the Douglas County Quality of 
Life Partnership. The county’s population 
has more than doubled in the past decade, 
from 49,000 to 126,000, and wells must be 
drilled deeper to find enough water. In the 
recession of the 1980s, developers in the 
area easily won zoning for high-density 
housing, some of which they may not actu- 
ally build for years. Residents would prefer 
never to see it at all. 

Yet this is hardly fair. The state’s lieuten- 
ant-governor, Gail Schoettler, who is seek- 
ing the Democratic nomination for gover- 
nor, puts it succinctly: “You can’t put up a 
sign saying no one can come to Colorado.” 
Ina nation of inalienable property rights, it 
is all but impossible to forbid the erection 
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of new houses. Throughout much of Colo- 
rado, landowners have the automatic right 
to build one house for every 35 acres. The 
rule gives rise to a phenomenon known as 
“ranchette sprawl”, as 35-acre hobby 
ranches are sold to urban refugees from Los 
Angeles or Chicago. 

Activists and town planners insist that 
they are not trying to take away landown- 
ers’ rights to cash in on the boom. Instead, 
they invoke the new Colorado buzz-phrase 
of “managed growth”, Mindful that zoning 
permits can almost never be withdrawn, lo- 
cal authorities are increasingly reluctant to 
approve higher-density zoning. And they 
are attaching more conditions. Aden Ho- 
gan, the town manager of Parker, also in 
Douglas County, proudly lists the ones his 
town insists on: “Every new subdivision 
must have at least 20% of open space, and 
the developer must provide trails that con- 
nect to our trail system and contribute to 
future recreational facilities.” 

Several towns have programmes to pre- 
serve open space by buying private land 
with sales-tax revenue. There are also 
schemes to purchase development rights 
from farmers and ranchers who want to 
stay in agriculture, The city of Boulder, 
north-west of Denver, has taken the most 
radical step: an ordinance limits growth to 
2% a year by curbing new housing permits. 
Towns across the state are imposing higher 
fees for roads and services. Not surpris- 
ingly, such measures are unpopular with 
developers. They argue that they raise costs 
and are unconstitutional because they re- 
sult in a “taking” of their property value. 
For years, developers have lobbied unsuc- 
cessfully for a bill that would compensate 
landowners for the tougher regulations. 

As newcomers curse the building trucks 
on their way to the ski-slopes, some busi- 
ness leaders say the entire political debate 
of cattle versus cul-de-sacs is missing the 
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point. "There's a premise that the growth 
will continue exponentially into the future, 
but actually the economy is pretty fragile," 
says Sam Cassidy, the president of the Colo- 
rado Association of Commerce and Indus- 
try. For a start, immigration into Colorado 
is slowing down. From a peak net in-migra- 
tion of 70,000 in 1993, the inflow declined 
steadily to 45,000 in 1997, and is expected 
to drop further. Mr Cassidy points to worry- 
ing signs of slower job growth and forecasts 
of rising unemployment. 

He dismisses arguments that Colorado 
is so stunning that it does not need finan- 
cial lures to attract investment. "The moun- 
tains were just as beautiful in the 1980s and 
early 1990s, when Colorado had its last re- 
cession," he says. "It takes more than that." 
After that recession, caused by the drop in 
oil prices, it was cheap office space and 
cheap workers that drew businesses to the 
state; but today Colorado tends to offer 
high rents and labour shortages and, worse, 
antagonism. Mr Cassidy cites the case of 
Nike, the sports-shoe giant, which recently 
eliminated Colorado from its list of possi- 
ble sites for a new corporate head office af- 
ter local people protested over the plough- 
ing up ofa scenic hilltop. 

Colorado can ill afford to be choosy. 
Parts of the state are not prospering even 
now. Many towns on the eastern plains of 
Colorado, far from the snowboarders and 
mountain-bikers, have heard just the echo 
of the latest boom. They face economic 
hardship, and their young people are leav- 
ing. Even more than pure air and nice 
views, they would like jobs. 

The traditional ^ cattle-ranchers, 
squeezed out by spiralling land values 
along the front range of the Rockies, are 
much more pragmatic about growth than 
the new arrivals. “Growth is inevitable,” 
says Bob Shultz, a cattleman whose land 
was bought with Douglas County tax dol- 
lars to preserve open space. “It’s called civi- 
lisation.” Colorado, he says, is still a fron- 
tier, and agriculture should move to make 
room for new houses. “Old-timers don't 
complain about growth,” he adds. “They 
simply cash out and move on.” After all, in 
America there is no shortage of space—yet. 





Alaska 


More oil, 
anyone? 


SEATTLE 


VERY tourist who visits Alaska returns 
with a suitcase packed with superla- 
tives. Largest state (one-fifth the size of the 
lower 48 put together), highest mountain 
in North America (Mount McKinley, 
20,320 feet), most lakes (3m), biggest glacier 
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(the Malaspina is larger than Rhode Island) 
and so on. One statistic is less well-adver- 
tised: most bitter environmental battles. 
As the last state heavily dependent on 
natural resources—oil, timber, mining and 
fishing—Alaska is perpetually at odds with 
greens, who say the state’s real value is as 
wilderness. The latest fight is over a 23.4m- 
acre sweep of land called the National Pe- 
troleum Reserve-Alaska (NPR-A). Set aside as 
an emergency oil reserve for the navy in 
1923, the NPR-A was untouched during the 
second world war and the decades after, as 
first Texas and then the Middle East sup- 
plied much of America's oil. Transferred to 
federal ownership during the 19705, the re- 
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serve was for years little more than an 
empty spot on the map. 

Oddly, even though it was a "petro- 
leum" reserve, the region seemed to lack a 
key ingredient: oil. A few companies tried 
to drill there in the 1980s, but most test 
wells came up dry. That, together with the 
difficulty of working in the area and a 
plunge in oil prices, killed interest in the 
NPR-A for some time. Yet now, when oil is 
even cheaper, and when petrol costs Ameri- 
cans less than bottled water, interest in the 
reserve is suddenly picking up. 

For one thing, oil production at the 
huge Prudhoe Bay oilfield, some 50 miles to 
the east, has dropped from a peak of about 
1.6m barrels per day to about 800,000 and 
is still falling. For another, the oil industry 
last year lost a long-sought prize: the Arctic 
National Wildlife Refuge, a potentially oil- 
rich area to the east of the reserve that the 
Clinton administration has, at least for the 
time being, deemed off-limits to drilling. 
Fora third, an oil find just east of the NPR-A, 
in what is called the Alpine drilling area, 
now hints at the possibility that the reserve 
itself might after all contain valuable quan- 
tities of the black stuff. The find has led 
Bruce Babbitt, the interior secretary, to en- 
courage the opening of a 4.6m-acre corner 
of the reserve to oil exploration. If environ- 
mental-impact studies are favourable, leas- 
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ing could begin in the autumn. 

Industry advocates make several rea- 
sonable-sounding justifications for drill- 
ing. They concede, for instance, that petrol 
today is cheap and plentiful. But even if it 
was agreed today that oil could be taken 
from the NPR-A, the harsh working condi- 
tions could prevent any oil from flowing 
for a decade. "It just takes longer to do 
things in the Arctic," says Ronnie Chappell 
of the Atlantic Richfield Company, which 
hopes to seek oil in the reserve. “And when 
you're thirsty, it's too late to drill." Atlantic 
Richfield and British Petroleum, another 
prominent oil player on Alaska's North 
Slope, claim that they are much more envi- 
ronmentally friendly than they were a de- 
cade ago. Pumping stations now require 
much smaller gravel “pads”, and several 
drilling operations can be started from a 
single site by drilling at an angle rather 
than straight down. 

Greens have found it hard to counter 
this, in part because several green groups 
encouraged exploration in the reserve as an 
alternative to entering the Arctic National 
Wildlife Refuge. But now they are fighting 
hard, citing the 500,000 caribou that live 
on the NPR-A and the huge flocks of water- 
fowl that gather on the Colville River delta 
and Teshekpuk Lake, Alaska's largest body 
of fresh water. They say that constantly im- 





Sexual preaching, sexual practice 


CHICAGO 


EVERY American school- 
child knows that the col- 
onists left Britain in 
search of prosperity and 
religious freedom. Per- 
haps they also disagreed 
about sex. According to a study in the May 
issue of the American Journal of Public 
Health ("Private Sexual Behaviour, Public 
Opinion and Public Health Policy Re- 
lated to Sexually Transmitted Diseases: A 
Us-British Comparison", by Robert Mi- 
chael and others), Americans and Britons 
differ both in how they practise sex, and 
in what they think about it. 

First, the important answer: Ameri- 
cans seem to be getting more of it, or at 
least with more partners. American men 
and women are roughly twice as likely as 
their British counterparts to have 21 or 
more sexual partners in the course of a 
lifetime. They are also twice as likely to 
have had a homosexual partner within 
the past year. (Bill Clinton notwithstand- 
ing, Americans are no more likely than 
Britons to have engaged in oral sex within 
the past year, nor are they more likely to 
have had an extra-marital affair.) 

Yet, for all that, the former colonists 
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have not lost their Puritanical streak. For 
all the bed-hopping, Americans are more 
likely to disapprove of homosexuality, 
pre-marital sex and sex outside marriage. 
For example, 25% of American men be- 
lieve that pre-marital sex is "always 
wrong" or "almost always wrong", com- 
pared with only 8% of British men. 

The authors of the study reckon that it 
is difficult to address risky sexual behav- 
iour when a significant segment of the 
population strongly believes that such be- 
haviour is morally wrong. The response 
to HIV/AIDS in the two countries is telling. 
When AIDS was first recognised as a 
health threat in the mid-1980s, Britain 
conducted a national household leaflet 


Birds do it, bees do it? 
Survey results, % 


21 of more heterosexual partners over a lifetime 
Extra-marital sex within the past year 


A same-gender partner within the past year 

Used a condom in last heterosexual encounter 
Pre-marital sex is always or almost always wrong 
Extra-marital sex is always or almost always wrong 
Source: American Journal of Public Health 





drop, launched a prime-time television 
campaign and introduced needle ex- | 
changes. Across the Atlantic, the then-sur- 
geon-general also drafted a public-health 
warning for every American household. 
But before he could send it, politicians _ 
spent several years debating the exact . 
content of the message, particularly the 
degree of emphasis that should be placed 
on abstinence. In the meantime, the num- 
ber of AIDs cases soared. Only last week, 
President Clinton again rejected the no- 
tion of allocating federal money to nee- 
dle-exchange programmes. | 
Unsurprisingly, Americans are less 
likely to use a condom despite engaging 
in riskier sex. They pay a price: the inci- 
dence of AIDs is ten times as high as it is in 
Britain. The authors conclude that "Our 
public health may be the high price we 
pay for our public opinion." 
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proving extraction techniques will take 
more oil out of Prudhoe Bay than is now 
forecast, and will extend the life of the 
Trans-Alaska pipeline that carries Prudhoe 
Bay oil to Valdez. And they are sceptical of 
industry claims that drilling can be done 
safely. A $3m fine has just been levied 
against BP because one of its sub-contrac- 
tors was found to have dumped hundreds 
of barrels of hazardous waste around its 
site east of Prudhoe Bay. This site, too, had 
been cited as a model of clean drilling. 

Worst of all, greens say, is the fact that 
Mr Babbitt may be influenced by—perish 
the thought!—politics. Tony Knowles, Alas- 
ka’s governor, is a lonely Democrat in a 
state whose congressional delegation is Re- 
publican of the take-no-prisoners school. 
To survive, he is clinging tightly to the oil 
industry, which underwrites the state econ- 
omy and allows state residents to live tax- 
free while receiving a cheque each year for 
$1,300. Mr Knowles has firmly supported 
opening the NPR-A, and greens believe he 
made a deal with Mr Babbitt and President 
Clinton that they would support drilling to 
help keep him in office. Mr Knowles’s and 
Mr Babbitt's staffs both deny it. But they 
concede that opening the reserve to ex- 
ploration this summer would nicely com- 
plement the governors re-election cam- 
paign. If money figuratively oils political 
wheels in Washington, Dc, it may well be 
the real stuff that does so in Alaska. 





Louisiana politics 


Oh, that sort of 
party 


BATON ROUGE 


F ELECTIONS are sport in Louisiana, 

then late spring is half-time: a chance to 
reflect on the March campaigns and to 
breathe deeply before the autumn races 
Start. But this year, political junkies are not 
relaxing. Instead, their eyes are trained ona 
federal judge. Louisiana’s peculiar election 
system is in his hands and, at his orders, the 
rules of the game could change. 

For 23 years, Louisiana has been the 
only state to use a particular brand of 
“open primary” election. Its main feature is 
a single primary ballot that throws Demo- 
cratic, Republican and independent candi- 
dates together. Three other states—Alaska, 
Washington and, most recently, California, 
which tries it for the first time this year—use 
a form of open primary, in which the top 
vote-getter from each party advances to the 
general election. Louisiana’s primary is dif- 
ferent; here, the parties are irrelevant. The 
first- and second-place finishers enter a 
run-off election, even ifboth are Democrats 
or both Republicans. And there is not even 
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a second vote if one candidate wins more 
than half of the primary vote. He or she is 
elected outright. 

Fans say the open primary is a purer 
form of democracy, since it lets voters 
choose people over political parties. Critics 
Say it distorts the system and favours candi- 
dates on the fringe. But the open primary’s 
recent legal troubles have stemmed from 
more mundane concerns. Federal election 
rules say that every member of Congress 
must be elected on the same day, the first 
Tuesday after the first Monday in Novem- 
ber. But since Louisiana adopted the open 
primary, more than 80% of its congres- 
sional elections have been decided on the 
first ballot, in October. 

Last autumn, the Supreme Court or- 
dered the state to retool its election process. 
The state legislature tossed ideas about last 
month, from changing election dates to 
simply putting the primary-winners name 
on the November ballot. Lawmakers could 
not agree on a plan, so the choice now be- 
longs to the judge. His decision, which 
could come this month, would affect only 
congressional elections, not the hundreds 
of other races decided by open primary 
each year. Still, some believe that if he 
scraps one piece, the system could topple. 

It was born in the early 1970s, as a Ma- 
chiavellian scheme invented by then-gov- 
ernor Edwin Edwards. Republicans were 
still rare in the South, and Mr Edwards had 
grown tired of the rigours and costs of a 
typical campaign: a fierce Democratic pri- 
mary, followed by a general election 
against a single, well-financed Republican. 
In 1975, he asked legislators to consider an 
open primary. They were eager to comply, 
since it meant that they too would face 
fewer elections. 

According to Wayne Parent, a professor 
of political science at Louisiana State Uni- 
versity, the open primary strongly favours 
incumbents, who profit from name-recog- 
nition and a shorter campaign season. The 
system also helps extremists, he says, since 
mainstream candidates tend to cancel each 
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other out. Many believe that the open pri- 
mary led to Louisiana’s nightmarish elec- 
tion of 1991: a gubernatorial run-off that 
pitted Mr Edwards, who had acquired the 
image of a crook, against a white-suprem- 
acy poster-child, David Duke. 

Critics claim the system damages Loui- 
siana’s political foundations. "It's de- 
stroyed both political parties, because they 
no longer have a function," says Charlie 
Lancaster, a Republican state represen- 
tative. A party's endorsement is meaning- 
less, he says, and its popularity often has no 
bearing on election results. He points to a 
1996 congressional race in Acadiana, 
southern Cajun country, where several Re- 
publicans split 6096 ofthe primary vote but 
two Democrats—who shared the other 
40%—went into the run-off election. 

Indeed, parties are nearly irrelevant in 
the legislature; lawmakers vote according 
to region, race and occupation rather than 
party lines. And that is more democratic, 
says Representative Emile "Peppi" Bru- 
neau, a Republican who hopes to salvage 
the open primary. In Louisiana, he says, in- 
dependents have an equal voice, and voters 
have more choices. In fact, he adds, the sys- 
tem has consistently delivered not “com- 
munists and Nazis" but candidates who re- 
flect  Louisiana's modest right-wing 
leanings: five Republican congressmen 
where there was one before, and the first 
two Republican governors this century. 

But, counters Mr Parent, the open pri- 
mary alone is not responsible for that shift. 
The whole South has undergone a seismic 
change in the past 20 years, as conserva- 
tives have switched their allegiance from 
Democrats to Republicans. So it is hard, so 
far, to gauge the open primary’s true effect. 

Many Louisiana politicians hope the 
experiment will continue. The open prima- 
ry's supporters include most congressional 
delegates and the governor. And it is no 
wonder they favour the system, Mr Parent 
says. "They think it elected good people. 
Namely, them." 

————— E ———— ———— M — ) 
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Peter Galbraith's smaller stage 


O HIS delight, Peter Galbraith has the Kurdish vote locked 

up. When Mr Galbraith went out campaigning for Congress 
in Boston's suburbs the other day, one of his most eager volun- 
teers was Nibras Kazimi, a dapper American immigrant of Kurd- 
ish and Shia descent. Mr Galbraith, a former top Senate staffer 
and ex-ambassador to Croatia, spent much of the 1980s 
publicising Iraqi atrocities against the Kurds. "He brought out 
our story to the world,” says Mr Kazimi. “On every street in Kur- 
distan, people know him." 

Kurdistan, however, is not in the eighth Massachusetts con- 
gressional district. It was a congressman from the eighth district, 
Tip O'Neill, a legendary speaker of the House, who coined the 
bromide, “All politics is local.” Mr Galbraith's challenge is to 
defeat some decidedly local sorts in the brawl for the seat 
vacated by Joe Kennedy, and once 
held by John Kennedy himself. There 
are people like John O'Connor, a rich 
left-wing businessman from Cam- 
bridge whose current pet cause is re- 
pealing the Massachusetts law de- 
regulating electricity; George 
Bachrach, a former state senator from 
Watertown; Ray Flynn, who, though a 
former ambassador to the Vatican, 
has publicly renounced all non-Bos- 
ton concerns for the duration; and 
Mike Capuano, the mayor of Somer- 
ville, a working-class suburb. In Kur- 
distan, there is a village named after 
Mr Galbraith; but in Somerville there 
is a square named after Captain An- 
drew Capuano, Mr Capuano’s father, 
who served in the second world war 
and returned to become Somerville’s 
first Italian-American elected official. 

Messrs O'Connor, Bachrach et al 
think locally; Mr Galbraith acts glob- 
ally. So the choice between Mr Gal- 
braith and the others becomes some- 
thing larger: a choice about what à 
congressman is supposed to do. Should a representative be a 
localist who voices the quotidian wants of his constituents, or 
could he be a globalist pondering America's place in the world? 

It has been rather a while since Mr Galbraith himself has 
been local. The son of John Kenneth Galbraith, doyen of politi- 
cal economists and once President Kennedy's man in India, Gal- 
braith fils grew up in the family's rambling house in Cambridge, 
and moved a couple of blocks to go to Harvard. He then spent 14 
years as a Senate staffer, bellowing about human rights. Benazir 
Bhutto, a Harvard classmate, says his criticisms of Pakistan's re- 
gime got her out of jail. But Mr Galbraith's obsession was Iraq's 
campaign in 1988 to exterminate the Kurds. As the 1991 Kurdish 
uprising against Saddam Hussein collapsed, Mr Galbraith was 
with the rebels, fleeing Dohuk minutes ahead of the Iraqi army, 
with an exodus of refugees. In 1992 he helped retrieve and safe- 
guard 14 tons of Iraqi files documenting the atrocities against 
the Kurds—crucial evidence if Saddam Hussein is ever brought 
to book for genocide. 

When Croatia declared its independence from the wreck of 
Yugoslavia in 1991, Mr Galbraith was named the first American 
ambassador there. His tenure at the unassuming American em- 
bassy in Zagreb was wildly eventful. He helped forge an uneasy 





federation between Bosnian Muslims and Croats, to offset the 
Serb onslaught. On White House orders in 1994, he sat by while 
Iranian weapons flowed through Croatia to help the besieged 
Bosnians. When a Croatian attack sent 100,000 Serbs fleeing in 
the summer of 1996, Mr Galbraith joined the refugees, giving up 
his bulletproof ambassadorial car for a Serb's tractor. 

Stirring stuff. But, mumble Mr Galbraith's opponents, why 
on earth should a solid citizen from Charlestown or Chelsea cast 
a vote for such a man? It is not that Mr Galbraith's domestic 
politics are different from anyone else's. This is, after all,a Demo- 
cratic primary in and around Boston (the only election that 
counts in this liberal district), so pretty much everyone is for the 

same leftish things: Medicare, education, universal 
A health care, trees, and so on. Mr Galbraith can lu- 
T cidly wonk his way through almost 
any discussion of domestic policy is- 
sues; but his rivals bill themselves as 
genuine localists, who were never 
tempted to go off beyond this blessed 
bit of Massachusetts and have not 
lost touch with the concerns ofthe cit- 
izenry. Even when Mr Capuano talks 
of the environment—in most minds 
a global issue—he makes it local: "It's 
rain forests in Brazil. But it's also play- 
grounds in Somerville." 

There are three good reasons to 
root for Mr Galbraith. First, Congress 
controls the federal government's 
purse strings, including for diplo- 
macy and the armed services, so for- 
eign policy is in fact part of the job 
description. Americans regularly 
elect people based on their experi- 
ences overseas, namely soldiers, so it 
should not be such a stretch to vote in 
a diplomat: someone who spent his 
time trying to stop a war, not to win 
one. With American soldiers build- 
ing peace in Bosnia, it would be 
handy to have a congressman who actually knows his way 
around the place. 

Second, Congress is not exactly short on localism. In “The 
Federalist Papers", Madison was unhappily resigned to the idea 
that Congress would suffer, like state legislatures, “from the dis- 
position of the members to sacrifice the comprehensive and per- 
manent interest of the State to the particular and separate views 
of the counties or districts in which they reside." Sure enough, 
Congress is packed full of, say, 435 localists who will bravely 
send home pork in the hope of re-election. America will survive 
without one more. 

Third, localism can easily become a form of isolationism, a 
recurrent American malady. The average congressional cam- 
paign isa litany of the suffering ofthe middle class (almost never 
ofthe poor), with no perspective on how lucky these constituents 
might all seem to the rest of the world. Internationalism begins 
at home, and it would be delicious to see a swell of interest in 
foreign policy—of all things—propel a candidate into office. 
While the other candidates ask for votes by pressing for lower 
utilities charges, Mr Galbraith has seen in Bosnia and Iraq that 
there are worse things out there than a high electricity bill. All 
politics is global. 
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The season of El Nino 


At last, the El Nino of 1997-98 is returnin 


to its cradle, after scarring Latin 


America with drought and fire, storm and flood. But it is not over yet, and the 
fall-out, economic, social and political, will not be cleared up for many 
months or even, in some places and activities, for years 


I" SWEPT away roads and bridges, homes 
and farms, lives and livelihoods. It cre- 
ated a vast lake in a north Peruvian desert, 
and ruined the fisheries of Chile. It battered 
Mexico's Pacific-coast resort of Acapulco, 
and lowered water levels, enforcing 
draught restrictions on ships in the Pan- 
ama canal. Across stretches of northern Bra- 
zil, Guyana and Suriname, even in the is- 
land of Trinidad, it dried up vegetation 
and—often with human help—burned up 
forests. It parched crops too, bringing Bra- 
zil’s always dry north-east food shortages 
that had the president scurrying there this 
week to see relief efforts. Farther south, it 
swelled the mighty Parana river to eight 
metres above its normal height, flooding 
millions of hectares and driving hundreds 
of thousands of people from their homes in 
Paraguay, Uruguay and Argentina. 

Overall, it killed at least 900 human be- 
ings and livestock by the hundreds of thou- 
sands. It hit economies for perhaps $20 bil- 
lion, much of that still to be paid. And, in 
many countries, it exposed governments to 
harsh tests and harsher criticism. 

And still no one knows just why it hap- 
pened. Every year, usually around Decem- 
ber—hence the name El Nino, the Christ- 
child—a warm Pacific current flows east to 
the coasts of Ecuador and Peru. But at ran- 
dom intervals of years, this current be- 
comes a flood. The mechanisms are known. 
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But the root cause is not. And though satel- 
lite observations and new weather buoys 
now enable a fierce El Nino to be foreseen 
months in advance—as the last big one, in 
1982-83, was not—no one can be sure ex- 
actly in what form and where the extremes 
of weather that it brings will strike. Latin 
America and the Caribbean will not swiftly 
forget the El Nino of 1997-98. 


Drought, flood and uncertainty 


Of his two faces, El Nino this time broadly 
(see the map on the next page) showed 
drought to the north of the equator, flood— 
or at least torrential storms—to the south. 
But little was predictable. 

Central America largely escaped the 
1982-83 El Nino. This time most of it was 
hit by drought. So were Mexico's centre and 
south—but its Pacific coast was struck by 
hurricanes of wind and rain, rare on that 
side; the third of these in October smashed 
Acapulco. The Caribbean has been short of 
rain: Cuba recently had forest fires, and 
some east Caribbean islands have had to 
cut water supplies at night. Colombia has 
had half its normal rain, and the drought 
has stretched eastward across Venezuela 
into northern Brazil, Guyana, Suriname 
and down into Brazil's north-east. 

In contrast, much of Ecuador and Peru 
have had downpours. It was Peru's Sechura 
desert, on its far-northern coast, that was 


converted into a lake, of several thousand 
square kilometres at its largest, though it is 
now degenerating into a stagnant swamp. 
Peru’s government had done much to pre- 
pare against the rains, building dykes, 
cleaning waterways and strengthening 
bridges. El Niño from January to March 
made light of its efforts, badly damaging 
600 kilometres (370 miles) of Peru’s main 
roads and 30 bridges along them. And 
mocked its forecasts too. The authorities 
had expected the normally dry south to 
grow drier still. Not so: a swollen river three 
months ago flooded the southern city of 
Ica, near the coast, and it was in the south- 
ern mountains that 20 people died when a 
village was buried by a landslide. 

Bolivia for six months has had highland 
droughts and lowland floods, an unlikely 
mixture due to unusually high tempera- 
tures: what would normally fall as snow on 
the peaks fell as rain, and ran straight off to 
drown areas below. Chile had a week of 
fierce floods last June, midwinter there. Ar- 
gentina now has floods in the south. But all 
these pale beside the floods that for four 
weeks now have swamped northern Argen- 
tina and parts of Paraguay and Uruguay, as 
several big rivers, headed by the giant Par- 
ana, have burst their banks. The 250,000 
people of Resistencia, capital of Argentina’s 
Chaco province, spent May day wondering 
whether the Parana, already eight metres 
above normal, would summon up the extra 
metre to overwhelm the dyke hurriedly 
built around their city. It did not; but, in all, 
some 80,000 square kilometres (31,000 
square miles) of Argentina were under wa- 
ter this week—and that excludes areas 
flooded earlier but now starting to dry out. 


Costs, short-term and long 


The economic costs imposed by El Nino on 
the region have been huge. Most of the fig- 
ures, of course, are heroic estimates, and 
many are heroic forecasts, at that. Cattle 
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drowned can be crudely counted (140,000, 
says one estimate for Argentina's Santa Fe 
province, stretched along 800km of the Par- 
ana), and the loss of crops ruined by flood 
or drought can be reckoned, but the long- 
term effects may take years to show up. 

Not all will be bad. As now in Argentina 
and Uruguay, one rancher's drowned beast 
is another’s higher beef price, and, more 
widely helpful, today's disaster can be to- 
morrow's rebuilding, maybe for the better. 
There have even been one or two instant 
winners. Chiles 1997 skiing season was 
prolonged by abundant snow into Octo- 
ber. Tourists have flocked to 
see its Atacama desert in 
bloom. June’s flash floods 
there made 80,000 people 
homeless and hit some farm- 
ers, especially vegetable-grow- 
ers. Later, excessive rains were 
too much for some crops. But 
both also filled reservoirs for 
the many Chilean farmers 
who artificially irrigate their 
land and had suffered three 
years of low rainfall. So they 
did for the hydro-power com- 
panies, which were within 
days of enforced electricity ra- 
tioning. In many countries, 
road-builders and suppliers 
of concrete can look forward 
to a profitable year. 

But these are the excep- 
tions. The first to suffer were 
the fishermen on the Pacific 
coasts. Peru's boats as early as 
mid-1997 started finding the 
shrimps and lobsters usually 
caught in Ecuadors waters. 
The Peruvians’ usual prey had 
swum south, looking for food 
in colder waters off Chile. 
Peru normally exports $1 bil- m 


lion a year of fishmeal from T 
anchoveta, the Pacific pil- | | Drought 
chard. That business has col- E 
lapsed, and jobs at sea and in Nn 7; 


processing plants with it. 
Chile's jack mackerel in turn 
went farther south, cutting its 
catch by 40% in the first quar- 
ter of this year. In the fishing port of San 
Antonio, nine of ten fishmeal plants have 
closed, and the tenth is handling 20 tonnes 
a day instead of its usual 100. Only now are 
Peru's coastal waters starting to cool again. 
Farmers losses have been huge. 
Drought in Central America has cost Guate- 
mala perhaps 10% of its grain and hard-hit 
El Salvador 3096 of its coffee. Parts of central 
Panama have been reduced to a dustbowl, 
and thousands of cattle have had to be 
slaughtered (not wholly a loss: they were al- 
ready helping to make the dustbowl). 
In Colombia drought has parched 
5,000 square kilometres of pasture and 
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2,000 of maize, sorghum and soya. Overall, 
says the ministry of agriculture, El Nino has 
cost 7% of normal output, with the cotton 
harvest cut by a quarter and milk currently 
30% down. Pests have flourished in the cof- 
fee plantations east of Bogota. In Brazil's 
north-east, SUDENE, the regional develop- 
ment agency, talks of drought losses above 
$4 billion. Cattle have begun to die and the 
many subsistence farmers have seen their 
crops wither. Even in this area, not famous 
for its grain, 2»m tonnes of that are reck- 
oned to have gone. 

Argentinas economy ministry this 





San Antonio 


week estimated the total costs of El Nino's 
floods at $3 billion, almost 1% of GDP. Farm- 
ing will bear much of that: cattle apart, per- 
haps 40% of the expected 12m tonnes of 
cotton has been lost, 30% of the rice, 50% of 
the tobacco. This week the wheat and soya 
crops in the pampa humida, Argentina’s 
breadbasket, west of Buenos Aires, were in 
danger. In the Andean region of Mendoza, 
home of the country’s—rapidly improving 
and valuable—wineries, vineyards have 
been damaged by storms. Uruguay’s cattle 
have largely escaped, but 10% of its main 
grain crop, rice, has gone. 

Not all the losses are direct or immedi- 





"zr $7 v 
Sat ie - 


: PIX"; "y "m PIP 4 MIT 
Ree " " ! Sy 


ate. Bolivia has seen its soya and cotton hit 
by floods. But even if their fields were un- 
touched, growers of tropical fruit and veg- 
etables—key crops in the government's ef- 
forts to wean farmers off coca-growing— 
have often seen their roads to market 
washed away. In the high altiplano, poor 
peasants depend for much of their water 
on the slow melting of snow. With snowfall 
lacking, many have lost their crops and will 
find livestock dying in the coming winter. 
Floods can also do long-lasting damage 
to soil. They wash out nutrients. They may 
raise salt levels. Irrigation, especially dur- 
ing drought, can also have 
that effect. And in Guyana 
and Suriname, coastal farm- 
ers irrigating with water from 
river estuaries have had to 
stop: because of the rivers' 
weak flow, it was sea-water. 


Roads, power and output 


The losses, of course, extend 
much wider than farming. In 
Panama, famous for its tropi- 
cal downpours, the big river 
Chagres shrank almost to a 
brook. Lack of rain not only 
meant draught restrictions on 
ships (and loss of toll revenue) 
in the canal. It has also 
brought power cuts: like most 
of Central America (except 
Nicaragua), Panama gets 
about 70% of its power from 
hydro-electricity. Several 
countries, taught by a sharp 
drought in 1994, have in- 
vested in thermal plants, 
avoiding what they suffered 
then. But the price, in capital 
and fuel costs, has been heavy. 
Colombia too has seen power 
suppliers struggling to keep 
up, and river transport, not 
least of oil, disrupted on its 
big Magdalena river, which 
runs north-south deep into 
the country. 
Floods too do more than 
2000 | destroy and kill. Ecuador has 
been savaged by this El Nino, 
recording more rain—7,000mm (275 
inches)—in the past 14 months than in 17 of 
the El Nino of 1982-83. It will have to re- 
build 19 large bridges and repair 2,500km 
of roads, at a cost put at $800m. Besides 
that, farmers have lost $1 billion in output. 
But on top come the unquantifiable costs 
of disruption to transport. Lorries stand in 
interminable queues where roads and 
bridges have been washed away. So do pe- 
destrians, waiting to pay to cross makeshift 
plank-and-rope bridges. As in much of 
Latin America, especially its many moun- 
tain areas, a road blocked is movement 
blocked: without an enormous detour, if at 
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all, traffic simply has no way round. 

That has been convenient for Bolivia's 
weekend travellers to the tropical valleys 
east of La Paz, who have found “landslide” 
a neat excuse for not being at the office on 
Monday morning. No complaint came— 
except from her father—when a young 
Ecuadorean was forced by a sudden flood 
to pass the night at the house of her boy- 
friend. But the economy has suffered, as 
raw materials or components (or workers) 
did not arrive, and goods (or crops or ores) 
could not be shipped out. Service indus- 
tries too have lost, as telephones have gone 
dead and tourist trips been cancelled. The 
storm that smashed Acapulco spared its 
glossy hotels, but—even arriving in low sea- 
son—menaced its $1 billion a year and 
150,000 jobs based on tourism. 


The human cost 


The heaviest cost, though not the most no- 
ticed, has been to human happiness, health 
and lives. Amid all the averages, many peo- 
ple, mostly poor ones, have lost everything: 
crops, jobs, homes and often hope. In Ecua- 
dor, some stand begging at the roadside, 
crying from shame as much as grief. 

Peru has recorded nearly 350,000 peo- 
ple driven from their homes, Argentina 
150,000. Some, though by no means all, 
have had their houses simply swept away. 
Many of Ecuador’s 50,000 have taken ref- 
uge in schools left empty during the holi- 
days. But many in all these countries have 
clung on to their homes, come what might, 
surrounded by polluted floodwaters; 
drinking and cooking with them too, with 
the predictable results—diarrhoea and 
other intestinal diseases, leptospirosis 
(caused by animal urine in the water), even 
cholera. Mosquito-borne malaria and den- 
gue fever have multiplied. 

Just how much is El Nino's fault is un- 
certain: dengue was already alarming Bra- 
zil. The death toll too is uncertain; a rough 
count says around 1,000. Peru blames 300 
deaths on El Nino, Ecuador 250, with an- 
other 150 missing. Chile lost 20 in the June 
floods, Argentina about as many in the 
floods now going on, which were well sig- 
nalled in advance. One landslip in a 
coastal resort killed 17 Ecuadoreans last 
weekend. The Acapulco hurricane cost 
Mexico 200-400 lives in a day, and at least 
19 people died in a single tragedy there this 
week, when a forest fire—one of thousands 
that have burned more than 2,000 square 
kilometres—suddenly overwhelmed those 
fighting it. But South America’s worst re- 
ported disaster happily never occurred: a 
Bolivian goldmine was indeed buried in a 
mudslide, but earlier flooding had already 
driven the 70-80 supposed victims to leave. 

Yet the true toll is surely far worse. 
Drought and malnutrition, added to pov- 
erty, must have killed far greater numbers 
than any disaster, but leaving no record. 
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The natural world 


Wildlife too has paid a price. Nature will 
quickly replace the starving sea-lions and 
gulls found on Peru's beaches. She will take 
longer with the burnt savannahs on the 
Venezuelan-Brazilian border, and far long- 
er with the forests that have burned in so 
many drought-hit areas, not least the Ama- 
zon rainforest destroyed in Roraima state, 
in northern Brazil, when fires—often lit by 
farmers clearing land—spread from the sa- 
vannahs. Even a swamp *of international 
importance" has burned in Trinidad. 

It was the Amazon blaze, engulfing 
some 3,250 square kilometres of forest, that 
aroused the outside world, largely indiffer- 
ent to human suffering, to the fact of El 
Nino. There may be more to come: the 
southern edge of the forest too is dry; and 
this is the area subject to logging and, from 
June on, to the yearly burning by migrant 
would-be farmers desperate for land. Yet 
big fires in any hilly region—as in southern 
Mexico, in Colombia, even in Trinidad— 
can do enduring damage. Today's treeless 
hillside is tomorrow's one lashed by tropi- 
cal rains, and tomorrow 's landslips, instant 
run-off of rain and flash floods. 


Leaders put to the test 


The authorities’ response to warnings of El 
Nino, and to its arrival, has varied widely— 
and been widely, but not always fairly, criti- 
cised. Mexicans were quick to denounce 
the lack of precise forewarning of the Aca- 
pulco storm, and then the local theft of re- 
lief supplies. Yet action had been fast. 
Brazil's rulers, local and federal, were 
accused of slow and inept response to the 
Roraima fires; and, more damningly, of ig- 
noring months of drought warnings. Pres- 
ident Fernando Henrique Cardoso rushed 


Fujimori, arm outstretched, shows the way 


to the north-east this week, having (cor- 
rectly blamed churchmen and the Msr 
landless movement for encouraging raids 
on food stores (and being told, as correctly, 
that it was not they who invented hunger). 
The leading newsweekly, Veja, castigated 
him—the Veja that in a December story rec- 
ommended this as just the year for a north- 
eastern holiday, with El Nino promising 
"an exceptional season, with lots of sun, 
blue sky, warm water and soft breezes". 

Colombia's government—it has other 
worries—did little to prepare for El Nino, 
and even let farmers set fires across huge ar- 
eas of land, supposedly to enrich the soil, 
before it banned the practice. Governments 
in Ecuador, Peru, Bolivia and Chile de- 
clared states of emergency in parts of their 
territory; not so Colombia's, which has 
been much blamed for that. Paraguay's 
electioneering politicians have largely ig- 
nored its floods; Ecuadors are vying in 
plans for reconstruction. Argentine politi- 
cians—and the public, truly Latin Ameri- 
can in this, whatever else—have shown sol- 
idarity with victims of the floods, and 
President Carlos Menem is promising $1 
billion to clear up. But critics like Domingo 
Cavallo, once his economy minister, have 
damned the lack of advance precautions. 

The true artist of El Nino has been Pe- 
ru's President Alberto Fujimori. His govern- 
ment spent $300m in advance (not all in 
the right places, but at least the ones that 
looked right at the time); and since El Nino 
struck he has rushed about frenetically tak- 
ing personal charge of relief efforts, even 
rescue attempts. Too frenetically, say some 
critics, who claim presidential efforts are 
muddling those of people on the spot. 
Maybe, maybe not; but his poll ratings, 30% 
in mid-1997, now stand at 45%. 








THE ECONOMIST MAY 9TH 1998 


INTERNATIONAL 


Iran's whitt of liberalism 


TEHRAN 


Anew moderate spirit is abroad in Iran. But it is faint and easily blocked 


T IS almost a year since Muhammad 

Khatami was elected president on a 
promise to make Iran a more democratic 
and pleasant place. And, indeed, the coun- 
try has opened up since he assumed office 
nine months ago. Debate on almost any 
subject is now tolerated, including ones 
that have long been taboo, such as relations 
with the arch-enemy, America. The new, 
tentative freedoms have given hope to peo- 
ple—intellectuals, women, the young—who 
felt suffocated by the Islamic republic’s 
ideological, self-righteous years. But greater 
liberty has brought uncertainty and insecu- 
rity. Above all is the fear: are the new free- 
doms here to stay? 

The right to speak out—albeit so 
far to little effect—is probably the 
public’s biggest gain from the new 
government. The press is much 
freer than it was. The interior min- 
ister has risked his job by allowing 
the opposition to hold public dem- 
onstrations—though hardliners in 
parliament have hit back by de- 
manding the impeachment of two 
of Mr Khatami's most liberal- 
minded ministers. 

Young people are allowed 
more breathing-space. Couples go- 
ing about their business are less 
likely to be harassed by the police 
or Islamist bully-boys. One com- 
mander of these Islamist militia- 
men has told his forces not to arrest 
young couples in public. Cultural 
centres and cafés are allowed to at- 
tract young customers with livelier 
programmes. Even the conserva- 
tive-run television station is show- 
ing censored versions of ten-year- 
old Hollywood movies, which had 
been shunned until now as deca- 
dent western culture. 

The new spirit extends as far as 
hardline fundamentalists, who 
now pay lip service to the princi- 
ples of freedom and democracy— 
though they interpret these con- 
cepts very much in their own way. 
But the government has so far in- 
troduced no institutional reforms 
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and Iranians are acutely aware that the 
changed atmosphere could be transient, a 
passing phase dependent on their rulers’ 
attitudes. “The regime appears to be experi- 
menting with the new situation and testing 
the limit. It reckons it can clamp down 
whenever it feels threatened,” observes a 
political analyst. 

The commander of Iran's elite Revolu- 
tionary Guard, General Yahya Safavi, re- 
cently provided a savage response to the 
“threat” of liberalism. Complaining that 
dissidents were jeopardising national secu- 
rity, and that some Iranian newspapers 
were carrying the same subversive material 





as American newspapers, he promised in 
bloodthirsty fashion to root out anti-revo- 
lutionaries and silence dissent. 

Nobody is more aware of the risks—and 
the power of the conservative opposition— 
than Mr Khatami himself. He is treading 
extremely cautiously. His popularity re- 
mains intact, but he uses it sparingly, and 
has not tried to form a political movement. 
As head of state, he has only limited pow- 
ers, dwarfed by those of the supreme leader, 
Ayatollah Ali Khamenei. Parliament is 
dominated by his conservative opponents, 
who were elected two years ago under less- 
than-fair circumstances. And the judicial 
system takes its orders from Mr Khamenei. 

When Tehran's liberal-minded mayor, 
Gholam-Hossein Karbaschi, was arrested 
in early April in connection with a corrup- 
tion scandal in city government, Mr Kha- 
tami's men were convinced that the arrest 
was political. After exerting unusual pres- 
sure—a political confrontation that devel- 
oped into battles in the streets of Tehran— 
they managed to secure the mayor's free- 
dom after 12 days. This was a vic- 
tory for the moderates, though Mr 
Karbaschi still faces trial. 

Parliament seems determined 
to fight the new liberalism. In the 
past few weeks it has passed a 
string of measures to enforce Is- 
lamist rules. The latest measure 
lays down that women in hospital 
must be treated by female staff 
only. A week earlier, parliament, 
against the government's objec- 
tions, banned the publication of 
any pictures of women with uncov- 
ered heads. The ban came in re- 
sponse to a wave of tabloid-like 
magazines: the culture ministry 
closed one of them after it ran pic- 
tures of women alleged to have had 
sex with Bill Clinton. 

In the end, despite the public's 
thirst for freedom, the govern- 
ment's survival depends on its eco- 
nomic performance. And, so far, it 
has had little success in this field. It 
has not been able to revamp an 
economy weakened by  ineffi- 
ciency, corruption, sanctions and 
falling oil prices. Several of Mr Kha- 
tami's advisers call for bolder po- 
litical reform to pave the way for 
economic recovery. But the presi- 
dent has only limited scope. In par- 
ticular, he has no mandate to open 
an official dialogue with the 
United States, and thus attend to a 
relationship that will have to be 
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mended if Iran is to have full trade rela- 
tions with other countries. 

The president is torn between his alle- 
giance to the revolution and his commit- 
ment to the people who voted for him. He 
has tried to reconcile the two by promising 
a "civil society" guided by Islam's more 


democratic teachings. But before long, peo- 
ple will ask for more solid results. “Mr Kha- 
tami is in office but he still has to prove he 
is in power,” wrote Iran Daily, a newspaper 
sympathetic to the president, recently. "So 
far people are not very impressed. Good in- 
tentions don't put food on the table." 





Middle East 


Will Bibi keep Bill's deadline? 


JERUSALEM 


Israel's prime minister is unfazed, but he is under pressure 


AS Binyamin (Bibi) Netanyahu at last 
struck steel in his sparring with the 
Clinton administration over a Middle 
Eastern peace? He has been given until 
May uth to appear in Washington with his 
government's agreement to an American 
proposal for a small Israeli withdrawal 
from the West Bank. Failing that, said 
Madeleine Albright in London on May sth, 
the United States ^will have to re-examine 
[its] approach to the peace process." 

American sources described the secre- 
tary of state's talks with Israel's prime min- 
ister in London on May 4th and sth as hell. 
Mr Netanyahu, anticipating pressures 
from his own hardliners, endorsed that de- 
scription with evident gratitude. The show- 
down with Washington comes as Israel 
faces the eruption of another long-rum- 
bling confrontation, that between the secu- 
lar state and an increasingly assertive and 
nationalist minority of Orthodox Jews. Mr 
Netanyahu, who counts on religious sup- 
port to keep him in power, blusters that he 
will not be dictated to by the Americans: 
"Israel is not some kind of vassal state." 

America is proposing that Israeli troops 
pull out of 13.1% of the West Bank, over a 
period of three months, as the second "fur- 
ther redeployment" under the terms of the 
interim accords. (The Oslo agreement did 
not lay down the size of the three pre- 
scribed redeployments, though the mes- 
sage was that they should be extensive; Isra- 
el's offer, for the first redeployment, was too 
niggardly to be implemented.) Mr Netan- 
yahu has offered 9% and hinted that he 
might go up to 11%. But for this he seeks (and 
may have got) American collusion in fudg- 
ing the third redeployment, which would 
be subsumed in the final-status talks. 

To demonstrate just how unfazed he 
was by the American ultimatum, Mr Net- 
anyahu announced that he would be con- 
vening his full cabinet only on May 10th, 
one day before the deadline. A meeting of 
his inner cabinet on May 6th was officially 
said to have dealt with other matters. Per- 
haps, say the optimists, this is posturing 
that presages a concession. 

Coalition hardliners have been mar- 
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shalling their forces. Ariel Sharon, the min- 
ister of infrastructure, pronounced on May 
6th that even one point above 9% would 
endanger national security. Members of 
the Greater Israel ginger group in the 
Knesset demonstratively took a helicopter 
trip over the areas they intend to deter the 
prime minister from ceding. 

But Mrs Albright insisted in London 
that watering down the American proposal 
is "not in the works". She noted pointedly 
that Yasser Arafat, the Palestinians' leader, 
whom she also met in London, had ac- 
cepted the proposal in principle. If Israel 
did so too, there would on May 11th be a 
formal launching of permanent-status 
talks (the left-over bits ofthe interim accord 
somehow being negotiated in parallel), 
with Bill Clinton in attendance. 

Mr Clinton leaves for Europe on May 
12th, so there is not much time for the usual 
foot-dragging. On the other hand, as Israeli 
officials note, the president will doubtless 
return, and Mr Netanyahu is anyhow due 
in America on May 17th. So what's the rush? 

For the moment, Mr Netanyahu is fling- 
ing himself into the secular-religious fray. 
This got raucous on April 30th when, at a 
gala open-air concert in Jerusalem, the 
country's leading ballet company left in a 
huff rather than stage a censored version of 
its dance "Who Knows One". The words 
have religious significance, and the danc- 
ers routine involved them stripping to 
their underwear. Tension rose further on 
May 5th with the publication of the state 
comptrollers annual report. The most sa- 
lient findings are ofunbridled cronyism in 
ministries controlled by the religious par- 
ties, and lavish state handouts for the swell- 
ing ranks of religious seminary students, 
many of whom, says the comptroller, lie to 
the army to dodge the draft. 

One consequence of the in-fighting has 
been the creation this week ofa new centre- 
right party that will run on an explicitly 
anti-Orthodox platform. Its founder, Roni 
Milo, is Tel Avivs mayor and a former 
Likud minister. His resignation makes him 
the third of Likud's princes, after Benny Be- 
gin and Dan Meridor, to turn his back on 
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Mr Netanyahu. But if the prime minister is 
upset, he is not showing it. Politicians seek- 
ing to exploit religious strife will come to 
grief, he said. Nor was he in any way bound 
to accept America's conditional invitation. 





Yemen 


Kidnap protest 


SANAA AND ADEN 


HE news from Yemen sounds pretty 

grim. In the second half of April alone, 
tribesmen kidnapped a British family 
(since released) a bomb went off in a 
mosque in the capital, police shot and 
killed three people during a political dem- 
onstration, and the prime minister re- 
signed after a row with the president. 

One of the poorest countries in the 
world, Yemen was made even poorer when 
most of its foreign aid, and most of the for- 
eign jobs for its workers, were cancelled be- 
cause of its relatively pro-Iraqi line during 
the 1991 Gulf war. Now a tough economic- 
reform programme is exacerbating the po- 
litical tensions brought on by the 1994 civil 
war between the north and south. Could 
Yemen be coming apart again? 

It is certainly hard to find a southerner 
with a kind word to spare for the govern- 
ment, which is dominated by the northern 
victors of the civil war. Southerners com- 
plain that northerners now occupy most of 
the senior government jobs in the south, es- 
pecially in the army and the police, and 
treat them as a licence for abduction, tor- 
ture, extortion and graft. All social spend- 
ing has dried up, or so the story runs, while 
corrupt officials line their pockets with rev- 
enues from the south's oilfields. 

The southerners, who before the two 
halves of the country were united in 1990 
were ruled first by the British and then by a 
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Marxist regime, view northerners as back- 
ward and reactionary. Now that the north- 
ern regime has banned alcohol, and allows 
tribesmen to carry their traditional curved 
daggers in Aden, the former southern capi- 
tal, locals gripe that they are being dragged 
back into the dark ages. 

The government shrugs off these com- 
plaints. Northern officials point out that 
having won the civil war, they could hardly 
be expected to pack the army and intelli- 
gence services with their vanquished foes. 
Anyway, in a united country it is natural for 
northerners to serve in the south, just as 
some southerners serve as ministers in 
Sanaa. If anything, the government says, 
the south is over-represented: although it 
accounts for under a fifth of the popula- 
tion, it currently provides the vice-presi- 
dent, the prime minister (until he resigned 
on April 30th), and several ministers. The 
south's disgruntlement, it says, stems from 
the free-market reforms, which have inev- 
itably hit the once Marxist south harder 
than the commercially minded north. 

But this defence rings hollow in Aden. 
Although the government goes out of its 
way, according to World Bank officials, to 
make sure that development money is 
shared out fairly, one minister admits that 
corruption and the ill-treatment of locals is 
particularly prevalent in the south. Plenty 
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of jobs outside the security services have 
gone to the regime's cronies, especially in 
corruption-prone fields like customs and 
taxation. Southerners dismiss their repre- 
sentatives in the central government as 
mere yes-men. And a recent report from 
Amnesty International upholds claims of 
arbitrary arrest and torture. 

But Yemen boasts a freer press and a 
more liberal political climate than most 
Arab countries, so international protest is 
minimal. Having had their fingers badly 
burnt during the civil war, southerners are 
unlikely to revolt again. Most seem to sup- 
port the principle of unification, even if 
they are unhappy about the practice. Fur- 
thermore, southern opposition is splint- 
ered between many different parties and 
factions, who squabble as much with one 


another as with the government. 

Yet the southerners are not the only 
ones who feel left out. The government 
claims to embrace a liberal, reformist pro- 
gramme, yet draws much of its support 
from conservative tribesmen who espouse 
the Zaydi sect of Shia Islam. The ardently 
reformist prime minister, Farij bin Gha- 
nim, resigned because President Ali Abdul- 
lah Saleh would not, or could not, support 
his demand for a cabinet reshuffle which 
might undermine the position of various 
influential tribal families. 

Northern factions and tribes who feel 
themselves left out of the carve-up of gov- 
ernment jobs and money tend to express 
their grievances through kidnappings and 
bombings instead of more conventional 
political ways. This free-for-all is almost as 
alien to the better educated, more law-abid- 
ing, Sunni citizens of Taiz, the most 
urbanised region in the north, or Hodeida, 
its main port, as it is to the southerners. 
While the competition between northern 
groups has prevented the government from 
becoming too authoritarian (Yemen is one 
of the two or three Arab countries that are 
on the edges of democracy), it has also pre- 
vented strong government institutions 
from evolving. And that is bound to mean 
more instability. 









Overpricing Zambia's family silver 


LUSAKA 


YEAR ago, at a regional meeting of 


the World Economic Forum, Zam- 
. bia's Frederick Chiluba was the hero. 
Bankers and businessmen were im- 
pressed with the president's "Zambia is 
. open for business" speeches which prom- 
ised a welcome for investors and an accel- 
erated privatisation programme. But 


now, despite the privatisation of most of 


Zambia's smaller enterprises, the gloss 
has gone. Privatisation of the jewel in the 
crown, Zambia Consolidated Copper 
Mines (ZCCM), has stalled. 

Copper still accounts for three-quar- 
ters of Zambia's exports and, though 
ZCCM's existing mines are run down, the 
potential remains huge. But last month, 
negotiations collapsed for the sale of the 
company's two main producing mines at 
Nchanga and Nkana. The government re- 
jected an offer from a South African-Ca- 
nadian-American-British consortium 
known as Kafue. The offer had been re- 
vised downwards, reflecting the recent 
fall in copper prices, and Zambia was 
standing out for higher bids. 

But time is criticial. Not only is the 
rump of zccM losing about $2m a day 
but Zambia's aid donors—on whom it de- 


pends for a third of its 1998 budget—will 
be meeting in Paris on May 12th and cop- 
per privatisation is one of the precon- 
ditions for further support. The other (po- 
litical) conditions have been more or less 
met. They were: lifting the state of emer- 
gency imposed after an abortive coup last 
October; releasing people accused of in- 
volvement in this coup, including ex- 
President Kenneth Kaunda; and an inves- 
tigation into allegations of torture. That 
leaves copper privatisation as the main 
obstacle to Zambia's securing the $350m 


Copper bottomed 
Copper exports, tonnes '000 





it needs to balance its books. 

The country's hope of getting the sec- 
ond tranche of its 1mF loan is also tied to 
the copper sale. With the zCCM albatross 
round its neck, the government has little | 
chance of hitting the IMF's budgetary and 

| 





monetary targets. Moreover, the IMF 
package needs co-financing from the 
Paris group of aid donors. 

Few believe that Zambia will get a bet- 
ter deal than the one Kafue is offering: 
$130m in cash, the takeover of $75m in 
debt, and a commitment to invest $500m 
in rehabilitation and expansion. Al- 
though there is talk ofthe ChineseorIndi- | 
ans coming in at the 11th hour, most peo- 
ple believe that only Kafue has the muscle 
to turn the mines around before their de- 
cline becomes terminal. 

That might not be too far away. Mo- | 
rale is low and asset-stripping rife. Last 
year's copper output was less than half the 
record achieved in the mid-1970s. Pro- 
duction tumbled a further 28% in the first 
quarter of this year and, with prices 
down, copper earnings are currently little 
more than half what they were a year ago. 


The hard-won gains of seven years of eco- 


nomic reform are in jeopardy. Zambians, 
who are among the world’s poorest peo- 
ple, could be paying a high price for their 


government's belief that the family silver 


is worth more than it is. 
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the world’s most spacious aircraft, but a quality of inflight service for our guests that is unsurpassed. Our inflight dining is 
now recognised as the world’s best. Our Business Class is acknowledged, quite simply, as the finest in the world! And our 
list of destinations in Asia is growing. So the next time you fly to Australia, enjoy the 


luxury of the Ansett Spaceship. And experience a new standard of international service 





Á 
that can only be described as out of this world. SERVICE THAT SHINES. '* ANSETTAUSTRALIA 


Hong Kong, Shanghai, Taipei, Osaka, Kuala Lumpur, Jakarta, Denpasar" and 44 destinations across Australia. 


* Not operated by the Spaceship. "Best Long Haul Business Class Inflight Research Services, Oxford, England. 1996 and 1997 (joint winner). PATTS/AI719/R 


University of Michigan Business School 





Aot 31-September 4, 1998 - Holt vini 
October 5-9, 1998 - Kota Kinabalu 
November 9-13, 1998 - Hong Kong 
Stategy: Formulation and Implementation November 9-13, 1998 - Hong Kong 
The Manufacturing Executive Program November 16-20, 1998 - Hong Kong 
Linking Customer Satisfaction, Quality and Financial Performance December 14-18, 1998 - Hong Kong 





U.S. office: Hong Kong office: 
telephone: (734) 763-1000 telephone: (852) 2509-9088 
fax: (734) 764-4276 fax: (852) 2509-9228 
hed http://www.bus.umich.edu 
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EUROPE 


The Franco-German axis creaks 


BONN AND PARIS 


A row over Europe’s central bank does not mean Europe’s political engine is 
about to conk out—but it is certainly sputtering 


HENEVER French and Germans get 

vexed by each other, as they often do, 
they rush to claim that their “special rela- 
tionship” is as sound as ever. But does Ger- 
man fury with France after the recent scrap 
over the European bank’s presidency her- 
ald a real froideur between the two main 
countries of the European Union? 

Of course not, say government of- 
ficials in Bonn manfully. The French 
have “come a long way” to meet Ger- 
man demands on economic and 
monetary union—for a politically in- 
dependent bank based in Frankfurt 
and for a “stability pact” that is, at 
least on paper, extremely tough. No 
wonder, really, that Jacques Chirac, 
France's president, should insist on a 
Frenchman at least becoming the 
bank's second boss. 

Besides, note those in Bonn 
with longish memories, Franco- 
German friendship has often suf- 
fered shocks, always to emerge 
unscathed. Take the initial hos- 
tility of Francois Mitterrand, 
France's previous president, at the 
turn of 1989-90, to the prospect of 
German unity; or, in 1991, French 
annoyance at Germany's hasty rec- 
ognition of Croatia; or, in 1995, Ger- 
man moans when France resumed 
nuclear testing in the Pacific. 

The French, likewise, are trying to 
present the latest row as just another 
little blip. Now that the German chan- 
cellor, Helmut Kohl has been 
seen bear-hugging Mr Chirac at 
their tête-à-tête in Avignon on 
May 6th and 7th, the smiles will surely be 
back. “There is no Franco-German crisis,” 
avers Pierre Moscovici, France's minister 
for Europe. And the French are trying, 
rather uncharacteristically, to avoid any 
hint of triumphalism. If anyone *won" in 
Brussels, they say, it was "Europe". Not that 
this gels particularly well with what Mr 
Chirac said, during the Brussels meeting, 
when he explained that countries should 
"defend their own interests". 

But it was indeed a French victory—of a 
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kind. After all, the Germans’ (Dutch) candi- 
date, Wim Duisenberg, seems set to be bru- 
tally (though “voluntarily”) ousted after 
serving about half his term by France's 
(French) candidate, Jean-Claude Trichet, 
who will then serve a straight eight years. 
The Germans were undoubtedly furious 
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with Mr Chirac for marring—as they saw 
it—what should have been a joyfully har- 
monious occasion. 

In any event, deeper Franco-German 
worries are rumbling behind this awkward 
dispute. Fora start, Mr Kohl does not get on 
nearly as well with the volatile Mr Chirac as 
hedid with the more calculating Mr Mitter- 
rand. And now the French-induced com- 
promise on the bank presidency will make 
it harder for Mr Kohl to pose as guarantor 
of a hard euro in his increasingly difficult 


campaign for September's general election. 

For sure, the Franco-German partner- 
ship has withstood many a buffeting over 
the decades. But in the past two years the 
knocks have been much more frequent. 
Witness French failure even to inform the 
Germans before taking such decisions af- 
fecting Germany as the ending of military 
conscription. Time was when the tightness 
of the links between the chancellor's office 
in Bonn and the Elysée virtually ruled out 
such surprises. They also ensured that 
French and Germans would go into EU 
summit meetings, if not in full accord then 
at least knowing just where the other stood. 
Not any more, confirm Bonn officials in- 
volved in European matters. 

Only a couple of months ago, the same 
Mr Moscovici was loudly complain- 
ingthat Franceand Germany had in- 
deed "fallen a little out of step", and 
reeled off a list of "sharp differ- 
ences". Germany, he said, wanted the 
EU to widen rapidly to take in just a 
few (Central European) countries; ar- 
gued that it should now pay less into 
the Eu budget; and no longer ached 
to reform the EU’s institutions. 
France, by contrast, wanted "con- 
trolled" expansion, embracing such 

countries as Romania and Bul- 
garia, with which it had historic 
ties; closer Eu links with Tur- 
key; big institutional reforms 
before the newcomers arrived; 
and it wanted to keep up those 
fine, if expensive, EU farm subsidies 
and structural funds for poor regions. 
Besides, the row over Mr Duisen- 
berg does reflect very different atti- 
tudes to the single currency. The dirigiste 
French, who have had an independent cen- 
tral bank only since 1994, have always 
wanted the new European bank to be more 
politically malleable. They were appalled, 
back in 1996, when they were presented—at 
the behest of Europe's central bankers— 
with just a single candidate to run the 
bank. And they had always believed 
that, as a quid pro quo for agreeing to have 
the bank in Frankfurt, a Frenchman would 
head it. 

But there are even more basic reasons 
why the much-vaunted relationship is not 
what it was. One is that in the eyes of many, 
especially the young, it has served its pur- 
pose. The whole point of the friendship 
treaty which Charles de Gaulle and Konrad 
Adenauer signed at the Elysée in 1963 was 
to make war between their two countries 
unthinkable. It now is. When older people 
on both sides talk of *breathing new life" 


— 
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Please go quietly 


PARIS 


NE of Lionel Jospin's first acts after 

becoming France's prime minister 
last year was to offer residence permits to 
thousands of illegal immigrants and to 
ban charter flights—deemed “humiliat- 
ing"—to expel those who failed to qualify. 
That was to herald a new, more humane, 
approach to illegals after the previous 
conservative regime's crackdown, which 
had provoked much protest. But now Mr 
Jospin is in a fix. He is torn between a de- 
sire to be nice without appearing too lax. 
And the anti-immigrant National Front 
is breathing down his neck. 

Of France's 300,000-500,000 illegal 
immigrants, some 150,000 have asked to 
settle legally. But only half are likely to be 
given the nod. Permits are being granted 
only to certain types of illegal: wives and 

. husbands of French citizens, parents of 
| children born in France, foreigners re- 


| fused political asylum but who might still 


be "at serious risk" back home, and so on. 
The other 75,000 will be *asked to leave". 

Not just kicked out? Some may be 
tempted by the government's offer of 
FFr4,500 ($760) an adult and FFr9oo a 
child, plus a free air ticket. But most will 
probably slip back into a secret abode, un- 
able to take a legal job, ineligible for wel- 
fare, tempted by crime and fearing arrest. 

How, in any event, could Mr Jospin 
repatriate so many people, given his pe- 
remptory ban on charter flights? Even the 
previous government never managed to 
expel more than 12,000 illegals in a year. 
And now Mr Jospin's decision to fly out 
small groups "in an open and dignified 
fashion" on regular flights is being casti- 
gated by airlines worried about the secu- 
rity of their (regular) passengers and the 
bad publicity caused by aggressive pro- 
tests at French airports. 

After a recent fight between returning 





Malians and their police escort shortly be- 
fore their aircraft landed, Air France, 


Afrique said they would no longer take 
illegals back to Africa. After a bit of arm- 
twisting by the French government and a 
promise of bigger escorts, Air France (but 
not Air Afrique) now says it will take 
them. With "dignity", so it is said. 


| 
| 
which is owned by the state, and Air | 
| 
| 
| 
| 





Cabin service for illegals 





into the treaty, the young tend to wonder 
why. Some 60% of Germans under 30, poll- 
sters say, believe the idea of a “special rela- 
tionship" with France exists only in politi- 
cians’ minds. Many young people in 
France would echo such feelings. 

Another reason is that the relative 
weights of the two partners have changed 
sharply within the past decade. With Ger- 
many divided and the cold war still being 
waged, France, both as a nuclear-armed ally 
and as one of the four powers occupying 
Germany, had a special leverage over the 
government in Bonn. No more. With a 
population of 82m, Germany is much 
weightier now (despite all the economic 
problems of unity); and its centre of gravity 
is shifting. Next year parliament and gov- 
ernment will move east from Bonn, where 
the Francophile Adenauer insisted they 
must be, to Berlin—more or less at the geo- 
graphical heart of a widened European 
Union. On top of that come much 
smoother relations between Germany and 
Britain since Tony Blairs government 
came in last summer. 

Small wonder the French feel twitchy. 
Not about a war, of course, but about being 
marginalised in a way wholly unbefitting 
to la grande nation. Hence the extra head 
of steam Mitterrand put behind the plan 
for Europe's single currency—to abolish the 
D-mark and castrate Germany's all-too- 
powerful Bundesbank after German unity. 
Hence, too, Mr Chirac's battle to ensure that 
not everything about the euro should be 
created in the German image. 

Besides, despite their hamstringing of 
Mr Duisenberg, the French still argue, with 
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some merit, that the Germans will have the 
upper hand over the single currency. The 
bank will be on their soil, and modelled on 
the Bundesbank. The stability pact should 
guarantee budgetary discipline of a Ger- 
man kind. Germany's candidate, Mr Duis- 
enberg, will run the new bank during its 
crucial opening years. On the other hand, 
as France’s foreign minister, Hubert Véd- 
rine, recently conceded, the euro was itself 
a French idea—and has been imposed on a 
German public hugely reluctant to see their 
p-mark go. 

For sure, however noisy the latest ruc- 
tions, the Franco-German motor will, for 


the moment, go on driving the Union. 
Movement still depends on the couple get- 
ting along. But that is no longer enough. 
The motor needs an overhaul. 

That will have to wait on Germany's 
election in September. Having got what it 
wanted from Mr Kohl—the replacement of 
the p-mark by the euro—France hardly 
seems to mind whether he stays in office. 
Indeed, the Social Democrats’ candidate 
for the chancellorship, Gerhard Schröder, 
has been getting a notably good hearing in 
France. Hence, perhaps, the insensitivity to 
Mr Kohl in Brussels. That, at any rate, 
would have been unthinkable before. 





Denmark and the European Union 


Still an odd man out? 


COPENHAGEN 


A No vote in this month's referendum could still scupper the EU's expansion 


APPY must be a country whose trade 
unions stage a close-to-general strike 

to demand a sixth week, no less, of paid 
holiday. Such is Denmark, where the gov- 
ernment this week had to step in to end a 
two-week dispute that has disrupted busi- 
ness, snarled up the country's main airport, 
and hurt not only its own economy but 
some of its neighbours' (notably Sweden's, 
where Saab briefly had to stop making its 
cars). Yet the strike's biggest effect may be to 
sour the atmosphere before the referendum 
on May 28th on last years Amsterdam 
treaty, designed to pave the way for the Eu's 


eastward expansion. A No vote would 
plunge the Union into a crisis much like 
theone of June 1992, when the Danes voted 
against the Maastricht treaty. 

The Danish strike, the first big one for 13 
years, is really a product of economic suc- 
cess, of which the unions want a bigger 
share. Denmark, with 5m people, is the 
richest EU country per person after tiny 
Luxembourg. The economy is growing 
steadily at around 3% a year. Unemploy- 
ment may fall below 7%. Inflation is 
around 2%. Both the budget and the bal- 
ance of payments are in surplus. All this has 
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come without dismantling a lavish welfare 
state or lightening one of the world’s heavi- 
est tax burdens. The secret lies in Den- 
mark’s highly flexible labour laws: it is ex- 
ceptionally easy to hire and fire, which 
encourages employers to create jobs. 

The Danish krone has been one of Eu- 
rope’s steadiest currencies, though this 
week the central bank had to raise short- 
term interest rates to defend it. Yet long- 
term rates are half a point higher than else- 
where. That is because Denmark, like 
Britain and Sweden, is standing aside from 
Europe's single currency. This, in turn, re- 
flects the country's tortuous relationship 
with the EU. For an economy almost en- 
tirely tied into the Union's and whose 
farmers collect fat subsidies from Brussels, 
the Danes are famously Eurosceptical. 

Why? Partly because of history. In the 
18th century, Denmark was a great power, 
controlling much of Scandinavia, all of 
Schleswig-Holstein, and Iceland. Since 
then it has lost every war it has fought, and 
has shrunk to match. But a fierce national- 
ism lingers. Danes are immensely proud, 
for instance, of having Europe's oldest royal 
family. They are deeply reluctant to surren- 
der sovereignty. 

The rest of Europe woke up to this when 
the Danes said No to Maastricht in 1992. To 
persuade them to change their mind, the 
Union granted four opt-outs: from mone- 
tary union, EU citizenship, co-operation in 
justice and home affairs, and any defence 
issue. Now the Danes have a chance to do it 
all again with the Amsterdam treaty. The 
opinion polls suggest that this time they 
will vote Yes. But since the strike the gap has 
narrowed to eight points: opinion polls 
showed a similar lead before the Maas- 
tricht vote. 

Poul Nyrup Rasmussen, Denmark's So- 
cial Democratic prime minister, whose rag- 
bag coalition was unexpectedly re-elected 
in March, stoutly defends the Amsterdam 
treaty. He argues that Amsterdam is *much 
better than Maastricht"; besides, it marks 
"a farewell to federalist thinking". The 
treaty, he points out, enshrines the four 
Danish opt-outs, while opening the road to 
the EU's enlargement. 

What if the Danes still vote No? Mr Ny- 
rup Rasmussen says mildly that this would 
create huge uncertainty. His foreign minis- 
ter, Niels Helveg Petersen, suggests a No 
vote would reduce Danish influence in 
forthcoming discussions over the EU's fu- 
ture; it would delay enlargement; and put a 
question-mark over Denmark's future EU 
membership. In Brussels, people remem- 
ber that Greenland, a self-governing Dan- 
ish colony, is the only place ever to have 
withdrawn from the Union; and that Nor- 
way, once a Danish possession, twice voted 
not to join. It is hard to see what conces- 
sions might turn a No into a subsequent 
Yes: the only conceivable new opt-out is 
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from the Schengen frontier-free travel zone, 
and that would break up the long-estab- 
lished Nordic passport union. It is also be- 
ing mooted that the Danes could be asked, 
in a further referendum, if they want to stay 
in the Eu at all. 

And after a Yes? The government is stay- 
ing mum, but it is no secret that most min- 
isters want Denmark to have the euro— 
which would need another referendum. 
Most Danes do not echo Britons and 
Swedes' economic doubts about the new 
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Austria and its eastern neighbours 


| 
VIENNA 


S DETAILED negotiations about ex- 
panding the European Union get 
going, which western country could be 
better placed to hold the Eu presidency 
than Austria? It borders—and used to 
rule—three of the five front-runners: 
Hungary, Slovenia and the Czech Repub- 
lic. It once ruled the southern chunk of a 
fourth, Poland, with which it has strong 
historical ties. And it cannot help but 
keep closely in touch with another appli- 
cant (which falls outside the leading 
quintet), troublesome Slovakia, whose 
capital, Bratislava, is less than an hours 
drive from Vienna. 
| But as Austria's politicians preen 
| themselves for their six months in the 
limelight, starting in July, their public is 
grumpier. Most Austrians, polls say, 
doubt the wisdom of the Eu's eastward 
expansion. They fear crime and compe- 
tition as easterners come offering cheap 
and easy labour. One Austrian politician 
has warned that 200,000 of them would 
migrate into his region every year if the 
EU expanded unchecked. 

Such fears are overdone. The truth is 
that Austria stands to gain as its easterly 
neighbours climb out of their commu- 
nistimposed poverty. Austria's trade 
with Eastern Europe has more than dou- 
bled since 1989, adding perhaps a cumu- 
lative 2.5% to GDP since then, according 
to WIFO, a Viennese think-tank. The new 
members, it says, will swell Austria’s 
economy by around one percentage 
point annually for the next eight years. 

Still, public grumpiness is making 
politicians meaner. Austria keenly backs 
the EU's demands that Hungary should 
impose visas on its visitors from Roma- 
nia as a sign of its determination to po- 
lice what will eventually be the Eu's 
south-eastern border. This infuriates 
Hungarians, who worry that it could 
sour one of their greatest post-commu- 
nist feats: the befriending of Romania. 

In fact, East European converts to the 
free market take a dim view of Austria al- 
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EUROPE 
currency. And the Danish krone will, in any 
event, be tied to the euro. Unlike the British, 
the Danes do not fear losing influence 
(what influence?) if they stay out, though 
they dislike paying an interest-rate pre- 
mium for the privilege. If Amsterdam goes 
through, expect the Danish government to 
prepare the ground for a euro-joining ref- 
erendum early next century—perhaps 


around the time contemplated by the gov- 
ernment in Britain. 








tions it had with East European dictators 
during the cold war and deride its 
heavily regulated economy and its sys- 
tem of Proporz, whereby its two main 
parties share the spoils of patronage, 
from ambassadors to secretaries. That 
the Austrian state emblem is almost the 
last in the world to sport a hammer and 
sickle (in the Habsburg eagle's claws) 
raises eyebrows. 

Austria's biggest problem in the re- 
gion is with Slovakia, whose chances of 
early EU membership have been spiked 
by its prime minister, Vladimir Meciar, | 
an autocratic bully who seems to prefer. 
Moscow to Brussels. Most politicians in 
Vienna hope Mr Meciar will lose office. 
Meanwhile, they would like to treat Slo- 
vakia tolerantly. That, they argue, is the 
only way to improve its behaviour. 

Nosign of that yet. At a conference in 
Vienna on April 28th, Austria's foreign 
minister publicly pleaded with Mr Meci- 
ar to treat Slovakia's opposition and me- 
dia in a morecivil way: Slovakia, he said, 
could still catch up the other eu appli- 
cants. Mr Meciar rudely rebuffed him. A 
few hours earlier, his police had enthusi- 
astically beaten up five Austrians dem- 
onstrating in Slovakia at a nuclear power 
plant. Some Austrian neuroses about 
neighbours are not imaginary. 


together. They despise it for the cosy rela- 
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EUROPE 
Greece 


Olympian task 


ATHENS 


EFORMING Greece’s crumbling state 
enterprises will be a challenge, judg- 

ing by the goings-on at Olympic Airways, 
the country’s standard-bearer in the skies. 
Nicknamed “Olympic Misery” by long-suf- 
fering travellers, the airline is hovering 
close to bankruptcy. Far from helping 
Olympic to take off, its angry pilots are 
helping to steer it into the ground by defy- 
ing the Socialist government's latest cost- 
cutting plan to hold down wages for three 
years and to make air crews work longer 
hours.On May 4th Olympic's future looked 
even bleaker when limp-wristed managers 
caved in to the pilots. If the airline does fi- 
nally crash, it will be a big blow to Greece's 
reforming prime minister, Costas Simitis: 
it has become a test-case in his campaign to 
reform his country's slovenly public sector. 
Mr Simitis's highest hope, over the next 
three years or so, is to enable Greece to qual- 
ify for Europe's single currency. It will not 
happen if aggressive trade unions and 
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hugely indebted state enterprises have their 
way. With their old ties to the ruling Social- 
ists, the unions have been able to bully gov- 
ernment-appointed managers into hand- 
ing out bogus jobs and inflationary pay 
rises. Yet if he lets the old guard at Olympic 
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beat him, Mr Simitis’s chances of hauling 
Greece into the euro will dive. As it is, 
Greece is invariably humiliated at summit 
meetings. Last weekend in Brussels, for in- 
stance, other EU members made polite 
noises about Greece’s progress in squeezing 
inflation and cutting its budget deficit. But 
they also made clear that, unless Greece 
slashed the state’s role in the economy, it 
would not be taken seriously as a candidate 
for monetary union. 

So Mr Simitis needs to make a wrench- 
ing break with the past over Olympic. 
Founded by Aristotle Onassis, the shipping 
tycoon who sold it to the state in 1975 after 
it started to lose money, the airline has 
since been cosy with the Socialists. Indeed, 
Andreas Papandreou, the populist who led 
Greece—and the Socialists—for many years 
until his death in 1996, married an Olym- 
pic stewardess. It was partly thanks to votes 
from the airline’s trade unions that Mr Sim- 
itis then took over the Socialists. 

Almost four years ago—while Mr Pap- 
andreou was still in charge—the party 
agreed on a rescue plan for Olympic with 
the European Commission. In return for 
being allowed to write off more than $2 bil- 
lion in debt and to hand over a chunk of 
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ITH NATO well on track to take in 
new members and Bosnia seem- 
ingly under control, the North Atlantic al- 
liance might feel tempted to rest on its 
laurels. But now, alas, it has an Albanian 
problem on its hands. As Kosovo, the Ser- 
bian province with an ethnic-Albanian 
majority, slides towards war, the govern- 
ment of Albania proper is begging the 
western defence club to help seal its bor- 
der. Albania’s plea is understandable: 
staunching the flow of people and weap- 
| ons across this frontier in both directions 
is one of the few things anybody can now 
do to stop the conflict escalating. But so 
far the alliance has reacted cautiously. 
At a meeting in Brussels on May 6th, 
NATO ambassadors told their military ex- 
| perts to study a range of big and small 
| ways to help Albania. Already, it looks 
. likely that alliance war-games in both Al- 
bania and Macedonia will be brought 
forward and expanded. The NATO offi- 
| cials will also consider aiding Albania’s 
| hard-pressed army with weapons and 
. training. Without formally pledging to 
| defend Albania’s soil, the alliance could 
| help Albania’s own border-monitoring 
efforts through aerial surveillance. If 
| things got really bad, NATO could use 
| force to protect humanitarian relief oper- 
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short of the outright military intervention 
that Albania's government would like. 

In fact, they may be too little, too late, 
fears Fatos Nano, Albania's prime minis- 
ter. In recent weeks, he has been power- 
less to stop Serb commandos, claiming 
they are in hot pursuit ofthe separatists of 
the Kosovo Liberation Army, from enter- 
ing north-eastern Albania. 

A big problem for Mr Nano is that his 
country barely has an army of its own. 
During last year's outburst of anarchy, 
barracks were looted and some 750,000 
Kalashnikov rifles fell into private hands. 


deserted. Now the army consists of barely | 
10,000 men, many of them raw con- | 
scripts. Tirana’s airport is guarded by just 
two ancient Chinese artillery pieces. 

But few, if any, NATO countries want 
tospend money or risk their soldiers’ lives 
trying to seal the border between Albania 
and Kosovo. Given the mountain terrain, | 
a lot of infantry would be needed. And if 
Europeans are lukewarm, America's Con- 
gress is even less enthusiastic. 

Viewed from the Balkans, western re- 
sponses to the Kosovo crisis—including 
last month's freeze on Yugoslav assets— 
seem sluggish compared with the rapid 
pace of events on the ground. That pace | 
could accelerate further. Among Kosovo's | 
Albanians, there is a large pool of young | 
men willing to fight for the separatists. In | 
northern Albania, warlords see rich pick- 
ings in Kosovo and are forming paramili- | 
tary groups. 

What if such outfits cross the border 
and try to sabotage Kosovo's mines and | 
power stations? What if Albania’s previ- 
ous president, Sali Berisha, a northerner 
whose party was thrashed in Albania’s 
general election last summer, stirs up Al- 
banians on both sides of the border? 

| 


What if the Yugoslav army decides to hit 
back, even in Albania proper? 


Mr Nano hopes these questions will 
remain hypothetical. But with no assur- 


ance that NATO will give serious help in 


manning the border with Kosovo, Albani- 


_ ations. But all these options stop well Vast numbers of soldiers and policemen ans are feeling very lonely. 
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ASEL GORDO DRAW 





Your Odds of Winning One of 10,419 Prize Tickets 
in the US$1.2 Billion El Gordo Lottery are 1 in 6. 


e Get Your El Gordo Tickets Today for the Big Draw on July 4, 1998 
e Special Bonus: Enter Before June 22, 1998 for a Chance to Win 100 Bonus Tickets 





Over US$1.2 Billion in lump sum, tax free 
cash is paid out every year in El Gordo - 
Spain's richest National Lottery. 


Imagine what you could do with millions 
of dollars...Buy a new home? Quit your job? 
Take a trip around the world? 


Now, here's how you can realize your dreams. 
El Gordo, which means "The Fat One", holds 2 
Draws each year - July and December - paying 
out à total of US$1.2 Billion. 


In the next Draw on July 4, 1998, there 
are 10,419 prize tickets you can win worth à 
total of U - with over US$20 
Million paid out for the WINNING TICKET. 


The odds of drawing any winning ticket 
in El Gordo's multi-million Dollar Draw is 1 
in 6. When your ticket wins, you'll receive 
your cash prize in one lump sum and FREE 
of Spanish Government taxes! 


> Order Now and Get a Free Ticket 
for Every Book of 10 You Order...Using 
the Entry Registration Certificate below, order 
the number of tickets you wish to receive - from 
a minimum of | ticket for US$75 up to 2 Books 
of 10 tickets for US$1300. 


As a Special Offer, you'll get a FREE ticket 
for every Book of 10 you order. Or buy a Book 
of 20 und get 2 extra tickets FREE! These 
FREE tickets can bring you closer to winning 


one of the huge cash prizes. 

As soon as your Entry Certificate is received, 
you'll be sent by return an Official Confirmation 
of Ticket Purchase which will show you the 
El Gordo ticket numbers which have been 
entered for you in the July Draw. 


The actual tickets will be sent to you along 
with the Official Results statement shortly after 
the Draw (except for winning prize tickets which 
will be kept by El Gordo Lottery authorities after 
your prize monies are collected and paid to you). 


> Enter Right Away to Win One of the 
10,419 Prizes... With a multi-million dollar 
JACKPOT PRIZE and with winning odds of 
| in 6, you can understand how fast the tickets 
are selling for the July El Gordo Draw. 


Send your completed Entry Certificate 
now along with your payment, well before 
the deadline, for a chance to win one of the 
multi-million dollar prize winning tickets. 
Buena Suerte! (Good Luck!) 
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El Gordo is under the control øf the 
Spanish Government. Your tickets will be 
deposited in escrow in one of Spain's largest 
federally-chartered banks. When you win, your 
prize money will be transferred to you in U.S. 
Dollars - awarded to you in the full amount 
and completely free from Government taxes. 





* Enter Now for a Chance to Win 100 
Bonus Tickets... If you send your completed 
Entry Certificate and Bonus Draw Voucher 
(below) before June 22, 1998, you'll have a 
chance to win 100 El Gordo Bonus tickets. i 


O T E oÀÁrnm7 ——————- q 


BONUS DRAW VOUCHER 
e E e 


(es) 100 FREE EL GORDO TICKETS 


(please print) 
NAME: 
ADDRESS: 




















*You must reply by the June 22, 1998 
deadline for a chance to win an additonal 
100 FREE El Gordo Lottery tickets 


(Enclose This Voucher With Your 
À Entry Certificate Below) 
E — € — 0 — —— —— — — ——— —À Á — — "d 
( Entries received after the deadline will 

automatically be entered in the December 
1998 Draw.) 




















Gordo Draw. 














PLEASE SEND ME: 











C) ] TICKET (decima) 
O 2TiCckETS (decimas) 
O 3 TICKETS (decimas) 
O 4 TICKETS (decimas) 
O Stickers (decimas) 
O BOOK OF IO DECIMAS 
Al 2 Books OF 10 DECIMAS 
Spe" ss 
ee 













IF YOU'RE ORDERING 2 OR 













RECEIVE: 





















Get 1 ticket FREE for every Book of 10 you order 
C) Decimas of SAME 


MORE TICKETS, PLEASE MARK THE 
CIRCLE FOR THE KIND OF DECIMA | "om apa 
TICKET NUMBER YOU'D LIKE TO ecimas of DIFFERENT 


ticket numbers 


Overseas Subscribers Agents is a Lottery service Agency independent of 
Goverment. All entries are processed by Agents licensed by the Government 


IC 





Please charge my: 


free of Spanish taxes and are distributed in one lump sum! WU) Visa 
Name: Card No: _ 
Address: Exp. Date: / 















USS 
for just $75 
for just $145 
for just $210 
for just $275 
for just $340 
for just $665 
for just $1300 


for US$ 


Please provide | Fax: 


E-mail, Tel. and/or Tel.: 


Fax No. in case of 
a big win. 

















H! Heply Be he June 22 
Complete and mail this entire Entry R 
SusscniBERS Acents or charge your credit card and fax. 


NON-TRANSFERABLE ENTRY REGISTRATION CERTIFICATE 


YES? | want the opportunity to do the things I've always 
dreamed about. l'm accepting this offer to enter the July El 
| understand the odds of winning a prize in 
Spain's richest National Lottery are 1 in 6 and that prizes are 


| am enclosing payment or authorizing a credit card charge as 
follows: (Tick as Appropriate) 


(J MasterCard LJ Diners 





OR: Enclosed is my O Cheque or O Bank Draft 


(Major convertible currency cheques accepted incluting South African Rand. Must be 
payable in currency of country in which drawn. Cash in most currencies is also accepted.) 





Complete and mail this entire Entry Certificate along with payment to: 
OVERSEAS SUBSCRIBERS AGENTS - EL GORDO PROCESSING CENTER 

Nieuwezijds Voorburgwal 86 1012 SE Amsterdam, The Netherlands 

TEL: + (31) 20 6383519 E-MAIL: elgordo@skyinet.net 

Web Address: http://www.el-gordo.com 


For fastest service, charge your credit card and FAX to + (31) 20 6383171 


Entries must be received by June 22, 1998. All entries received after 
this date will automatically be entered into the December 1998 Draw. 


























+ 


«if Li: d x n 1 
egistration Certificate to Overseas 


LJ American Express 


Signature: 


Payable to: : 









Interest Rate Options: Term Structure 
Modeling, Valuation and Hedging 












May 27-29,1998 
New York City 


Professors Marti Subrahmanyam & Matthew Richardson 
Sponsored by the NYU Stem School of Business Salomon Center & 
Executive Development Programs 










The market for fixed income derivatives has grown tremendously over the 
past fifteen years. This growth is partly due to corporations' and financial 
institutions desire for enhanced interest rote risk management os well as 
for more complex risk/return profiles, This two and one-half day seminar 
presents a detailed, state-of-the-art treatment of models of interest rate 
options and the term structure of interest rates. The porticipont will gain 
an understanding of standard interest rate option controcts such as Euro- 
currency options, interest rate caps/floors. swaptions and bond options, 
both European and American-style. The valuation and hedging of these 
contracts is exomined within the context of Black-Scholes type models, as 
weil os in the context of more complex models of the term structure of 
interest rates 



















Key Issues 

* Valuation and hedging of interest rate options using Black-Scholes 
and Black models 

* One-foctor arbitrage-free models of the term structure of interest 
rates: theory, calibration and implementation 

* Valuation and hedging of interest rate options using one-foctor 
models: caps/floors, swaptions and bond options 

* Problems with one-foctor models 

* Extensions to two-factor models 

* Empirical issues, with a particular emphasis on measurement of 
volatility 

* Credit risk implications of interest rate options 














This seminar will enable you to: 

* Value and hedge standard interest rate option contracts using the 
Black mode! 

*« Construct arbitroge-free Interest rate models and value ail fixed 
income securities from a given one-factor term structure 

* Measure the interest rate sensitivity of a variety of important fixed 
income securities 

* Understand the pros and cons of altemative models of the term 
structure of interest rates, Including the problems of calibration of 

these models, the important empirical characteristics these models 

need to address, and problems of extending these models to multiple 

factors 












Who Should Attend: Interest Rate Derivatives Traders and Sales People; Risk 
Managers. Corporate Treasurers; Regulatory Officials 





Frontiers in Corporate Valuation 











May 18-19, 1998 
New York City 


Professors Thomas Copeland & Aswath Damodaran 
Sponsored by the NYU Stem School of Business Salomon Center & 
Executive Development Programs 









This intensive two-day seminar is designed to help pracfitioners improve 
their understanding of state-of-the-art techniques of valuing companies 
Valuation of corporations and of the investments they undertake lles at 
the heart of stock selections, equity issuance, mergers and ocquisitions 
and many other ospects of practical Investment banking and corporate 
finance 







There are as many models for valuing stocks and businesses as there ore 

analysts doing valuations. The differences across these models are often 

emphasized by their users, and the common elements are often ignored 

Analyze the three basic opprooches to valuation 

* The use of multiples and comparables in what con be called relotive 
valuation 

* The use of cash flows and discount rates in discounted cashflow 
valuation 

* The use of option pricing techniques to value certain types of stocks 
and businesses 

The seminar provides Insights into each approach to valuation, together 

with limitations and caveats on the use of each, as well as extended 

exomples of the application of each 













This seminar will enable you to: 

* Value a firm using traditional discounted cash flow models 

* Value a firm using multiples and comparable firms 

* . Analyze ond critique a valuation done by a third party on a firm 

* Value “problem” firms, such as financially troubled firms and start up 
firms 

Estimate the effect on value of restructuring a firm 


FOR INFORMATION CONTACT 
Stern School Executive Development Prograrns 

Tet: 1-888-nyu-exec (1-888-698-3932) or 212-998-0270 
Fax: 212-995-4502 

email: exec-devüstem,. nyu.edu 
hffp-//www.stem.nyu.edu/executive 
















INSTITUTIS 


REAS UR) 


the only program developed by Treasurers for Treasury Executives 





A senior-level finance curriculum shaped by corporate 
treasurers and conducted by top-rated 
University of Michigan Business School faculty. 


TECHNOLOGY 
RESOURCES 
MANAGEMENT 


July 19-22, 1998 
University of Michigan Business School 
Executive Education Center, Ann Arbor 


THE PRACTICAL APPLICATION OF THEORY 
IN AN INNOVATIVE LEARNING ENVIRONMENT 


High caliber peer group exchange - Dynamic, 
interactive format - One-on-one faculty involvement 


A partnership between the University 
of Michigan Business School and 


the world's leading treasury organization. 


Phone: 734-763-1000 Fax: 734-763-9467 
(Area code recently changed from 313) 
E-mail: um.exec.ed@umich.edu Web: www.tma-net.org/ti.html 


Stantore 


Supply Chain Management 


Managing r Supply Chain fo 


July 19-24, 1998 


To compete in today’s marketplace, supply chain 
excellence is required practice — helping you launch 


products and services more effectively and efficiently, 


every step of the way. At Stanford, we'll give you the 
tools and knowledge to achieve effective global supply 
chain management. Taught by the world experts in the 
held of global supply chain management from Stanford, 
this program will enable you to mobilize your whole 
organization in building supply chain excellence 


To receive more information, contact our registrat 
Phone: (650)725-0691 

Fax: (650)725-9712 

E-mail; professional educationgalumni stanford.org 
Website: http //scpd stanford.edu/pd/scm 
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fresh capital, the government agreed to 
stop subsidising the airline. A proper busi- 
ness plan was to have been launched. Po- 
litical interference in day-to-day manage- 
ment was to stop. But such good things 
never happened. Even under Mr Simitis, 
chief executives bent on reform were hired 
and then fired at six-monthly intervals. Last 
year the pilots won pay increases of 80%. 
Loans from state banks are all that stave off 
bankruptcy. 

Mr Simitis says that he will shut down 
Olympic for good if the cost-cutting mea- 
sures approved by parliament last month 
are not enforced. Private Greek and foreign 
airlines would take over Olympic’s routes. 
Slots at foreign airports would be sold off, 
along with Olympic's fleet of elderly 
planes. More than 6,000 workers would 
lose their jobs. So far the mild-mannered 
Mr Simitis has been reluctant to slash jobs, 
even in the hugely overstaffed civil service. 
Does he have the guts to wield the hatchet at 


Olympic? 





The Netherlands 
Pinkish purple 


AMSTERDAM 


à 3e *purple coalition" of left, right and 
centre that has given the Netherlands 
harmony and riches for the past four years 
looks set to stay put, after the general elec- 
tion on May 6th. But you cannot be abso- 
lutely sure. The Dutch system of pure pro- 
portional representation means that quite 
a few combinations could, in theory, take 
shape. Last time, in 1994, it took more than 
three months for a ruling coalition to 
emerge. This time it should be quicker. But 
a detailed coalition programme has first to 
be thrashed out. And the Dutch are nothing 
if not thorough. 

The results were, in fact, an odd mix- 
ture. Wim Kok, the genially consensual 
prime minister, and his left-of-centre La- 
bour Party did best, topping the poll with 
29% of the vote. But his coalition partners 
on the right, the free-market Liberals under 
the punchier Frits Bolkestein, also did bet- 
ter than before, coming second with 25%. 
The losers were p-66, the libertarian glue in 
the ruling purple patchwork, who slumped 
to 9% but hope to stay in gov- 
ernment, and the Christian 
Democrats, who ruled the 
country without a break (bar a 
war-time blip) from 1917 to 
1994, and look set to be the 
main opposition. Two pen- 
sioners' lobbies, which took 596 
of the vote last time, were 
knocked out. So was the mis- 
named Democratic Centre, a 
bunch of far-right xenophobes. 
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ROME 


NCE upon a time, the Anglo-Saxon 
| cliché held that Italy stood for love 
and passion; frequent and frenzied sex, 
without, of course, contraception; and, 
| as a result, big weddings, big families 
and loads of children. How times—and 
images—change. 

Italians have stopped making babies; 
the nation is ageing fast; and, according 
to the country's chief statistical body, It- 
aly has the lowest fertility rate in the 
world. Women now bear 12 babies 
apiece. Only the Spaniards, in Western 
Europe, are as unproductive. At last 

count, in 1996, deaths had outpaced 
| births for four years in a row. If Italy's 
| population is slightly up, it is thanks to 

the 178,000 immigrants who took up le- 
| gal residence two years ago. 
| Why? No explanation is definitive. 

Ever more Italian women work, so have 
| less time for bambini. North European 
women work just as much, but mothers 
get more help: public nurseries, finance, 
holidays, husbands who (more often 
than in Italy) help in the house. But there 
are anomalies. The region of Emilia Ro- 
magna, for instance, has some of the best 
nurseries in the world but also Italy’s 
| lowest baby-making rate. Perhaps the 
| dearth is due to late-coming feminism: 
the region is also Italy's most left-wing. 








Ida Magli, an anthropologist, has 
come up with another reason: childless- 
ness no longer bears a stigma, and the so- 
cial pressure to marry and have children 

| is much weaker. That applies even in the 

|. Mezzogiorno (Italy's poor and ultra-tra- 

_ ditional south), where women are choos- 

ing to have fewer babies. 

| In any event, the notion that impetu- 

| ous Italians have unprotected sex is false. 
It is some time since most Italians, even 
the good Catholics among them, eschew- 





EUROPE 


Why Italians don't make babies 


ed contraception. 

One more possible explanation? 
Young Italians discovered yuppiedom 
later than their American or French 
counterparts. But many of them do now 
want to go dancing, travel and have a 
good time for many more years than be- 
fore. Marriage and babies can wait. And | 
the two are still more closely linked than | 
in most other countries in Europe: only 
6% of Italian babies are born out of wed- 
lock. But less than a third of women now 
become mothers before they are 28. 

One Italian habit still survives, and | 
may also inhibit baby-making: the | 
“mammoni-phenomenon”. A lot of | 
young adults—perhaps even more than | 
before—still live with their parents, 
partly because they cannot afford to live | 
so comfortably on their own. Living with | 
parents, however open-minded they are, | 
does tend to make you behave a bit more | 
demurely with friends of the other sex. | 

| 
| 


And there is still, even in Italy, a connec- 
tion between sex and babies. 





Apart from the two biggest parties in 
the incumbent coalition (which will gov- 
ern until a new team is formed), the other 
winners were the Green Left (who doubled 
their votes to 7%) and the hard-left Socialist 


A Dutch rainbow 
Seats in parliament, 1998 (1994 figures in brackets) 


*Two parties tThree separate fundamentalist Christian parties 





Party. It is conceivable that Mr Kok could 
give the Green Left a ministry, but that 
might upset the Liberals (though the two 
parties manage to team up, with another 
two, to form a ruling *rainbow" city coun- 
cil in Amsterdam). 

Despite the Liberals’ good 
showing, overall the Dutch vot- 
ers have edged a bit to the left. 
So Mr Kok will be under pres- 
sure to loosen the purse-strings. 
On that score, expect some 
rough exchanges between him 
and the Liberals’ Mr Bolkestein, 
presuming their parties do 
stick together. 
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Wim Duisenberg, in the rough 


I; WAS certainly a humiliating way to accept what should 
have been an accolade bestowed gloriously on one of the 
world's biggest and best bankers. But when Wim Duisenberg, the 
Dutchman who is to head the European Central Bank, ex- 
plained why he would step down “voluntarily” after only four 
years or so in the job, even patriotic French journalists, covering 
the event in Brussels last weekend, hooted with derision. 

Europe's leaders had spent 12 hours squabbling over the 
post. In the end, Jacques Chirac, France's president, got most of 
his way: Mr Duisenberg could have the job only if, roughly half- 
way through his eight-year term, he made way for a Frenchman, 
Jean-Claude Trichet. Self-abasingly, Mr Duisenberg, a robust- 
looking fellow, found himself claiming that at 62 he really was 
too frail to stay the full course—as 
laid down in Maastricht's treaty. He 
had come to that view, he said with a 
straight face, “entirely of my own 
free will and not under pressure 
from anyone”. Oh dear. Since he had 
earlier vowed not to take the job if its 
eight-year term was shortened, Mr 
Duisenberg may have some further 
explaining to do. 

Chain smoker though he is, he 
looks healthy enough. Besides, he is 
actually ten years younger than the 
world's most successful central 
banker, the Federal Reserve's Alan 
Greenspan; and six years more of a 
spring chicken than Helmut Kohl, 
who is seeking re-election as Germa- 
ny's chancellor in September. The 
idea that Mr Duisenberg is about to 
croak is laughable. It is surprising, 
some friends think, that he went 
along with the deal at all. 

He seemed, indeed, to under- 
mine the deal when he appeared be- 
fore the European Parliament on 
May 7th. He described the summit 
decision to name a Frenchman, right 
now, as his successor as "slightly ab- 
surd”, And he also made it crystal clear that he could still 
choose—yes, of his own free will—to serve the full eight years. But 
he will surely stick to the summit bargain. As Pauline Green, 
leader of the European Parliament's Socialists, commented, the 
episode showed what telephone calls the bank president will get 
in the middle of the night—and where they will come from. Yet 
though some Euro-Mrs argue that the deal breaks the treaty's rule 
of a single eight-year term for the president, they are unlikely to 
try to block it. Everybody wants the central bank to get going. The 
markets have evidently approved of the six-strong board of di- 
rectors nominated by the summiteers. The ECB’s council will 
consist mainly of solid bankers dedicated to keeping inflation 
low and the euro strong. 

Mr Duisenberg will certainly be among them—belying both 
his yielding to Mr Chirac's pressure and his friendly exterior. He 
is a bon vivant with a young wife, a big man with a ruddy face, 
piercing blue eyes and a fluff of grey hair. Ironically, he is also, 
like so many of his countrymen, a Francophile with a penchant 
for wine and a house in southern France. And he is a fanatical 
golfer. As governor of the Dutch central bank, a post he held for 
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15 years, he once missed a meeting of Europe's powerful mone- 
tary committee to play a match. 

His really formative experience, however, came earlier, as a 
youthful socialist finance minister in 1973-77. Like the British 
and Italians, but unlike the Germans, he tried to spend his way 
out of the 1973 oil shock. The result was a huge debt, rising infla- 
tion and a severe dose of what became known as the “Dutch 
disease". By the time he arrived at the Dutch central bank in 
1982, he had seen the error of his ways. With a convert's zeal, he 
locked the guilder to the p-mark and pressed his government to 
spend less and to reform welfare. Mr Trichet, as governor of the 
Bank of France, has done much the same, preaching—to Mr 
Chirac’s past displeasure—the virtues of the franc fort. In the 
Netherlands, at least, it has worked: 
these days the talk is no longer of dis- 
ease but of "Dutch miracle". 

Can the feat be repeated at Euro- 
pean level? Mr Duisenberg clearly 
hopes so. Although he concedes that 
the euro's 11 countries do not make 
an "optimal currency area", he ar- 
gues against exaggerating this prob- 
lem. To criticism that Europe's la- 
bour and product markets are too 
rigid to cope with monetary union, 
he retorts that structural reforms, as 
in the Netherlands, will be hurried 
along. Indeed, he predicts that the 
euro will speed up change. As for Eu- 
rope's fiscal policy, he welcomes the 
"stability pact" that seeks to limit 
budget deficits. 

There is, in short, no reason to ex- 
pect Mr Duisenberg and his bank to 
be anything other than stern and in- 
dependent, at least at the outset, 
though what might happen if politi- 
cal fashion turned against monetary 
stringency is another matter. For the 
moment, however, the fear is that Mr 
Chirac's assertiveness over the presi- 
dency could rebound by making the 
bank even more determined to fend off political control. And 
therein lies a danger. The new bank may, in fact, be too unac- 
countable by half. 

These days, central bankers are everywhere the most power- 
ful economic policymakers. Yet they rarely like being asked to 
account for their actions. They prefer to operate secretively, as an 
anonymous priesthood, than to explain themselves on televi- 
sion. Mr Duisenberg is an arch-priest. Though willing to report 
to the European Parliament, he instinctively dislikes openness. 
He is a famously dull speaker. He is firmly against publishing 
the minutes of the central bank's policymaking committee, as 
happens in Britain and America—even with a time lag of years. 

This is a pity, not least because the new bank will operate in 
far more of a political vacuum than such notably independent 
central banks as the Bundesbank and the Fed. Popular support 
for the euro across Europe is either thin or non-existent. And if, 
as Mr Duisenberg expects, the new currency helps to promote 
structural reforms, the risk of a political backlash against those 
unaccountable high priests in Frankfurt is all too clear. Sadly for 
the euro, Mr Chirac, in his clumsiness, has merely increased it. 
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Latin" America and-around the world. 


Our investment banking expertise is focused on 
Latin America, Southern Europe, Asia.and other 
key emerging markets around the world. 

Our parent bank, Banco Santander, is the largest 
foreign bank in Latin America by weighted assets. 
NEW YORK LONDON HONG KONG 


SINGAPORE BOGOTA 


Santander Investment 


a division of Banco Santander 


15 Enst Sard Street 
New York, NY 10022 


IOEB BS EIS TEETH 


100 Ludgate Hill 
London EC4M 7RM 
Tel (44) 171 3342 G900 


BUENOS ARIES 


Gloucester Tower. 6th floor 
Ihe Landmark. 11 Pedder Street Central 


Hong Kong. Tel (S52) 2101 2101 





Clients look to Santander Investment because of 
our award-winning Latin American research, sales 
and trading. They stay beeause of our innovative 
solutions, authoritative investment banking advice 
and unparalleled local presence and rapid_response. 


CARACAS LIMA MEXICO SANTIAGO DECHILE SAO PAOLO 


LOCAL EXPERTISE, GLOBAL STRENGTH 


20 Raffles Place 
#27-00 Ocean Tower, Singapore (48620 


Tel (65) 241 S404 


FINANCIAL CENTRES 


Capitals of capital 


T IS mid-morning at the Shanghai Stock Ex- 

change, and business is, well, not as frantic as it 
might be on the world’s biggest trading floor. Be- 
neath the visitors’ gallery, 1,700 traders line up in 
neat rows and columns on a floor double the size of 
Tokyo's stock exchange and three times the size of 
Hong Kon£g'. 

The traders seem happy enough. Some read 
newspapers. Others natter on the telephone. Sev- 
eral are fast asleep. Nobody is doing much trading, 
but that is not surprising. Like most modern stock 
exchanges, Shanghai's is electronic: orders to buy 
and sell shares are matched automatically by com- 
puter. Why the trading floor, then? “It is a symbol of 
China’s economic development,” explains Li Qian, 
an exchange official. “It is also a symbol of Shang- 
hai's success.” 

Stock exchanges used to draw traders to finan- 
cial centres such as Shanghai without official en- 
couragement. After all, exchanges were as much so- 
cial institutions as places to do business. It is no 
accident that the London Stock Exchange was 
founded where locals met in coffee houses. Physical 
proximity counted. 

Electronic markets and electronic proof of own- 
ership change all that, and prompt a thought. 
Maybe, after a century or so of becoming ever more 
densely concentrated in big cities such as London, 
New York and Tokyo, financial firms are set to scat- 
ter again. Traders do not need to come to market 
any more because computer networks can take 
markets to traders, wherever they are. 

The City, London’s traditional financial district, 
is also called the square mile, but it is no longer as 
compact as it once was. Some banks and securities 
houses have moved east to cheaper offices in Lon- 
don’s docklands. A few have shifted some of their 
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operations out of London altogether and gone to 
less expensive places such as Dublin and Britain's 
south coast. Wall Street is no longer an accurate de- 
scription of New York's financial district either. 
Morgan Stanley is now next door to Walt Disney in 
Times Square. Other banks have moved to towns in 
Connecticut and New Jersey. 

Financial centres have become anxious about 
being superseded by technology, but this survey 
will argue that at least some of them will continue 
to thrive. They may lose certain types of 
“commoditised” activities to lower-cost locations, 
just as manufacturing has moved out of cities and 
even out of rich countries altogether in search of 
cheaper land and labour. But the important bits of 
the finance industry—companies’ headquarters 
and their most skilled and highly prized employ- 
ees—will continue to cluster in financial centres. 

However, this survey will also argue that those 
centres that thrive will increasingly take business 
away from rival centres, and that today's mainly na- 
tional financial centres will be replaced by just a 
handful of international centres. Increasingly, the 
forces that produced financial centres are ignoring 
national boundaries, gathering up financial busi- 
nesses in ever greater concentrations. Some day, the 
world may contain perhaps only three big centres. 
The commoditised businesses are likely to become 
more concentrated too, but mainly for cost reasons. 
The biggest winners may be the cities that can at- 
tract both sorts of business. 

Great wealth beckons for the handful of centres 
that will prosper. Last November, a well-thumbed 
report in the Frankfurter Finanzmarkt-Bericht, a 
Bundesbank journal, pointed out that the value 
added each year by Germany's banks and insur- 
ance companies, at around DM280,000 ($156,000) 


Are financial 
centres doomed? 
Far from it, says 
Ben Edwards. But 
there will be 


fewer of them in 


the future 
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by the Bank for International Settlements (in April 
Serious mone ‘ 1995), London has a 31% share of this market, nearly 
rai exchanges’ market capitalisation double that of its closest rival, New York (see chart 
2). London is also the world’s biggest centre for in- 
ternational bank lending (followed by Tokyo, New 
York and Hong Kong), for advice on cross-border 
mergers and acquisitions (M&A) and for interna- 
tional bonds: its banks arrange three out of five new 
international bond issues and handle three-quar- 
ters of international bond trading. 

Another way of ranking financial centres is by 
net exports (see chart 3, next page). London is the 
world’s biggest net exporter of financial services, 
chalking up an annual surplus of $8.1 billion, fol- 
lowed by Frankfurt, New York (whose world-beat- 
ing investment banks prefer to invest directly in 
branches abroad) and Hong Kong. 





Whatever happened to Genoa? | 


London, New York and Hong Kong seem peerless 
for now, but history shows that the fortunes of fi- _ 
nancial centres fluctuate. The first proper financial | 
centres to emerge were medieval Italian cities such 
as Venice and Genoa. These cities were busy ports, 
servicing important trading routes between Europe 
per employee, was about twice the national aver- and Asia, so were awash with bills and coins from 
age. That means higher wages and more disposable ^ many countries. Florence issued Europe's most sta- 
income, which helps the surrounding economy. ble currency, the florin. Venice pioneered the issu- 

Finance is also a boom industry, fuelled by an — ance of government bonds. By the 17th century, Am- 
explosive combination of economic growth, de- sterdam had become the world's leading financial 
mography, technology and financial innovation. centre, having developed central banking, the 
According to a study by the Federal Reserve Bankof stockmarket and certain kinds of financial deriva- 
Chicago, that city's futures industry employs  tives such as equity options. In time, the success or 
151,000 people, directly or indirectly, and is creat- failure of financial centres came to depend increas- 
ing those jobs at a rate 50% faster than the Chica- ingly on national rather than local economies. By 
goan average. the end of the 19th century London had emerged as 

One way of measuring financial centres’ com- — the financial capital of the world. Fifty years later, 
petitiveness is by the size of their domestic markets the growth of America's economy took New York 
(see chart 1; also 4, next page). On this, New York past London. 
beats the field by a wide margin. Only Tokyo's stock In the 1980s Tokyo blossomed, then withered, — 
and government-bond markets get anywhere near along with Japan's economic boom and bust; but. 
it. But add up the markets of all the countries that for most other financial centres national economic _ 
will adopt Europe's single currency next year, and — strength has been playing a diminishing part in 
Europe's financial markets turn out to be nearlyas successor failure. London and Hong Kong have lux- 
big as America’s. A single currency should goa long ^ uriated in a massive increase in international capi- 
way towards creating unified financial markets in 
Europe. However, the size of a country's domestic The host with the most 
markets is a crude measure, not least because it is Market share, % 
becoming difficult to define a domestic market. Of 
the Stockholm Stock Exchange's 49 members, 15 do 
not trade from Sweden at all. They are connected to 
the exchange via remote computer links. 

Measures of financial sophistication, such as 
the ratio of market size to economic weight, might 
| be a better yardstick. Of the big centres, London 

comes out on top, with a stockmarket capitalisation 
equivalent to 160% of Gpp. A big futures exchange to 
hedge financial risks is another measure of sophis- 
tication, as is a big market for corporate bonds. Chi- 
cago has the biggest and third-biggest futures ex- 
changes in the world, London the second-biggest, 
Frankfurt the fourth and Paris the fifth. America's 
corporate-bond market has no serious rivals other 
than the international bond market. 

An even better measure of competitiveness is 
the share of footloose international financial busi- 
nesses that centres win. According to the most re- 
cent survey of the global foreign-exchange business 
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tal flows and the globalisation of certain financial 
businesses, such as investment banking and fund 
management. This global business has now be- 
come so important that London is once again at the 
top of the tree. 

The fortunes of financial centres could prove 
even more fickle in future. This survey highlights 
four reasons why. First, the introduction of Europe's 
single currency, the euro, will create new financial 
markets and remove the need for some of the old 
ones. Some believe that London, which will start off 
outside the single currency area, will lose out. 

Second, governments the world over are hoping 
to make their financial centres more competitive by 
deregulating their financial markets. Japan's "Big 
Bang" package of financial deregulation promises 
to be the most explosive, and may help to restore 
Tokyo's financial fortunes. But listen carefully, and 
you can hear the muffled sound of pops going off 
from Frankfurt to Singapore. Another form of de- 
regulation, freer trade, is helping the consolidation 
of financial firms in a handful of international fi- 
nancial centres. 

Third, one of the world's three great financial 
centres is now under new ownership, if not new 
management. Hong Kong reverted to China last 
July. But China has its own fast-growing financial 
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centres, Shanghai and Shenzhen, which puts a 
question mark over Hong Kong's future. 

Fourth, technology is fuelling consolidation 
and changing the way businesses in financial cen- 
tres compete. Chicago faces a particularly nasty 
threat from computers, which may eventually shift 
much of the city's futures business to New York. 
And financial exchanges, especially in Europe, are 
struggling to adapt to new technology, which can 
affect their fortunes in new and different ways. 

Not only are there plenty of reasons to relocate, 
but plenty of opportunities too. A growing volume 
of capital is sloshing around the many financial 
centres, variously looking for low costs, high-qual- 
ity skills or light regulation. Hence the rapid growth 
of “offshore” financial centres. Financial firms are 
also moving around more. Investment-banking 
businesses, such as trading and M&A advice, are 
fleet of foot. Typically, people account for 50-60% of 
their costs. A good part of their technology budget 
goes on software, which is also portable. “Give me 
four weeks, and I can move my en- 
tire foreign-exchange trading floor 
to a tax-efficient subsidiary in Dub- 
lin,” says Alfred Móckel of Germa- 
ny’s BHF-Bank in Frankfurt. 

A wave of mergers and take- 
overs in the financial industry is 
also shaking up entrenched busi- 
nesses. Increasingly, these mergers 
are taking place across borders as 
wholesale banks, investment 
banks, insurance companies and 
fund managers scramble to build 
global businesses. This process is 
bringing consolidation. The con- 
ventional guess is that perhaps five 
or six global investment banks, and some 25 big 
fund managers, will eventually emerge. 

These global giants are gathering their most im- 
portant activities together, perhaps in one central 
location in each of the world’s three broad time 
zones, the Americas, Europe and Asia. To under- 
stand why, first consider why financial firms con- 
tinue to cluster. The answer is not obvious. 





The ties that bind 


N 1850 America had 250 stock exchanges, but no 

single financial centre stood out. New York jos- 
tled with Boston, Baltimore, Philadelphia and oth- 
ers for supremacy. Fifty years later New York had 
emerged as the dominant exchange and single fi- 
nancial centre of national importance. The turning 
point was the introduction of the telegraph, fol- 
lowed by the tickertape, which transformed the 
New York Stock Exchange from a regional market 
into a national one. 

Since then, technology seems to have turned full 
circle. Younger American exchanges, such as 
Nasdaq, cannot be said to be based anywhere in 
particular. Nor can its new online brokers, such as 
E*Trade, whose services are directly available 
through any computer hooked up to the Internet. 
Yet although markets may have disappeared into 
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the ether, banks, brokers and investors must still set- 
tle somewhere. Where? 

Financial markets themselves no longer pro- 
vide the glue to hold these middlemen together. 
This is true of exchange-traded markets, such as 
stock and futures exchanges, which are quickly 
shedding their trading floors. It is also true of off- 
exchange markets, such as that for foreign exchange, 
whose traditional home is London. “In the mid- to 
late 1980s, everything was in London,” says Phil- 
ippe Bordenave of Banque Nationale de Paris 
(BNP). “It was very important to be in London so 
you could have physical contact with the foreign- 
exchange brokers. The British brokers ran the 
business." 

Those brokers are no longer so important. Two 
computer systems—Reuters' 2000 series and EBs, an 








Advances in 
communications 
technology created 
big financial 
centres. Will new 
technology destroy 
them? 
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electronic broker owned by 14 big foreign-exchange 
banks—now probably handle around 60% of Lon- 
don’s “spot” market, where currencies are bought 
and sold for immediate delivery. This electronic 
market is extraordinarily efficient. For part of the 
trading day, when London and New York dealers 
are at work at the same time, dollars, p-marks and 
yen can be bought and sold for each other at exactly 
the same price—in traders’ jargon, without a bid-of- 
fer spread. (For comparison, watch how much you 
lose on this spread next time you change money at 
an airport bureau de change.) 

Not only do markets no longer require bankers 
to gather in the same place, but other factors posi- 
tively discourage them from doing so. An obvious 
one is cost. Big financial centres are expensive 
places in which to do business. Another is time 
zones. Borrowing and investing have both become 
global pursuits, requiring banks to provide a 24- 
hour-a-day service. Most big banks like to arrange 
this by setting up three or more trading operations 
to span differrent time zones. 

There are exceptions. Germany's BHF-Bank, for 
instance, which specialises in trading the world's 
three big reserve currencies, now operates almost 
entirely from its headquarters in Frankfurt, except 
for a small trading operation in Singapore. It has 
shut its offices in New York and Tokyo. Instead, 
BHF-Bank traders work shifts from Frankfurt and 
get paid overtime to cover New York until the mar- 
ket closes at 10pm German time. Their customers 
may never know. If they dial BHr-Bank's old New 
York numbers, the calls are patched straight 
through to Frankfurt. 

Another good reason for banks to disperse is the 
attempt to gain better information by getting closer 
to the source. This can matter for risk managers try- 
ing to assess the creditworthiness of far-flung trad- 
ing counterparties; loan officers analysing their cor- 
porate-loan book; and company analysts looking at 
a firm's trading prospects. Even their customers dis- 
courage banks and brokers from basing themselves 
in just one—or a handful—of financial centres. 
Some financial products vary with local tastes, so 
are best marketed and sold locally. In the same vein, 
regulators might insist that a bank open a branch if 
it wants to buy a seat on the local stock exchange. 

Trade rules also encourage dispersion. For ex- 
ample, the European Union has just drafted a direc- 
tive on personal-data processing which is designed 
to restrict the ability of, say, an American bank to 
send personal data about its European customers 
to its global back-office headquarters in America. 
The prospect of this new rule is thought to have 
prompted Citibank to set up a separate European 
back-office in Dublin last year. 


Come together 


Yet some of these centrifugal forces are now wan- 
ing. For a start, securitisation—the process used to 
turn loans into traded bits of paper—removes the 
need for borrowers to stay close to lenders. Banks 
must try to judge the probability that they will get 
back the money they lend to local businessmen: 
hence the dogged endurance of the bank branch, 
despite frequent predictions of its demise. But 
bond lenders do not need to know so much about 
their borrowers' creditworthiness because special- 






ist credit-rating agencies do the job for them. 
Securitisation is a better technique than plain 
old bank lending. It spreads the risk of a loan 


MUN memes 


| 


among many borrowers, often tens of thousands of. 


them, and so lowers its cost. It also provides traded 
markets so that lenders can adjust their risks more 
easily, again lowering the cost of borrowing. This is 
why, for routine purposes, the most creditworthy 
American companies borrow from the bond mar- 
kets rather than from their house bank. Europe's 
corporate-bond market is smaller, but growing 
quickly. Asia desperately needs a bigger bond 
market. 

Technology also makes distance less ofa barrier. 
Networked computers are getting better at piping 
richer information from further away with greater 
speed. This is more helpful in centralising some 
markets than others. The sort of information that 
moves prices in the foreign-exchange market 
(chiefly macroeconomic data and political news) is 
available to everyone at the same time from finan- 
cia-information vendors such as Reuters and 
Bloomberg. Government-bond markets run on 
similar sorts of information. Investing in corporate- 
bond markets requires more detailed knowledge 
about a company's financial condition. Share 
prices are moved by a thousand and one different 
bits of information, some of which may first leak 
out locally. 

More advanced technology encourages far- 
flung counterparties to do more trading with each 
other, too, as the world's payments systems become 
safer to use. For customers who still want locally tai- 
lored products, global, centralised products can be 
given a local flavour. For example, some financial 
wire services are experimenting with software that 
adds local idioms to journalists’ copy written in 
London or New York. Nevertheless, most big finan- 
cial products are becoming more global and less lo- 
cal as borrowers and investors become more global 
too. Investment banks used to split up their interna- 
tional company analysts into country teams, each 
of which covered a different national market. Now 
the trend is to split teams by industrial sector. For 
example, Ericsson, a Swedish multinational, is cov- 
ered by the global telecommunications group, not 
the Swedish country team. 

Other factors are strengthening the pull towards 
the centre. One ofthe strongest is risk management, 
which provides a powerful motive for banks to 
gather their operations in one place. You might 
think that risk managers' heavy use of computers 
and telecoms would help them to disperse. But, as 
almost every big recent trading loss has shown 
(think of uBs, NatWest, Barings and Daiwa), human 
management of the risks that banks run is more im- 
portant (and seemingly frailer) than electronic sur- 
veillance. Such management is often most effective 
when all the big risks are taken under one roof, and 
preferably in one open-plan room. 

Banks are beginning to take this on board. Big 
financial conglomerates, such as America's Chase 
and Morgan Stanley Dean Witter, and Europe's 
Deutsche Bank and Credit Suisse, are the most ac- 
tive centralisers. To build global businesses, they are 
trying to pull off a double diversification, increas- 
ing both the number of products they sell and the 
number of countries in which they sell them. Given 
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the complexity of this management task, it is all the 
more important to have the riskiest parts of their 
operations tightly nailed down. 

But even if business must be done centrally, 
why do it next to your competitor? That question 
applies not just to financial services, but to many 
other industries as well. California has two famous 
clusters, the film industry in Hollywood and the 
high-tech industries in Silicon Valley, and there are 
plenty of lesser-known ones. The bulk of the Italian 
jewellery industry is concentrated in just two 
towns, Arezzo and Valenca Po; American real-estate 
developers cluster in Dallas; and running-shoe 
manufacturers in Oregon. Some years ago Michael 
Porter of the Harvard Business School came up with 
a general theory to explain the phenomenon: in- 
dustries tend to cluster because clusters create inno- 
vative—and therefore competitive—businesses*. 


The lustre of clusters 


Developing financial markets requires a wide 
range of talents, and clusters make it easier to co- 
ordinate them. Lawyers must ensure that legal doc- 
uments are watertight, help package a trade-finance 
deal, threaten litigation, or check that the informa- 
tion disclosed in a share prospectus is accurate and 
suitably hedged with legal caveats. Accountants 
must check, or cook, the books. Management con- 
sultants and specialist technology providers must 
help with financial information-technology and 
risk-management projects; and so it goes on. As 
long as all these people prefer to meet in person to 
co-ordinate their work, there will be a need for fi- 
nancial centres. Dennis Weatherstone, the former 
boss of J.P. Morgan, once said that financial centres 
would not exist without lunch. There is a grain of 
truth in this, 

According to Mr Porter, innovation is sparked 
partly through close working relationships with 
suppliers and rivalries with competitors, which are 


*This theory was first developed in “The Competitive Advantage of 
Nations”, MacMillan Press, 1990 


sharper if businesses are physically close to each 
other. Contacts with suppliers are most helpful 
when the suppliers themselves are internationally 
competitive. The local labour market helps to trans- 
fer skills and ideas. 

So, in New York, Wall Street investment banks 
routinely poach credit analysts from their rating- 
agency neighbours, Standard & Poors and 
Moody’s. In London, investment banks’ world-class 
corporate-finance divisions nab staff from the 
City’s law firms. According to the International Fi- 
nancial Law Review, a trade journal, six of the 
world’s 20 biggest law firms (by headcount) have 
their headquarters in London. In both London and 
New York, venture capitalists regularly raid the big 
accountancy firms for staff. All the top accountancy 
firms have large operations in both cities. 

An increasingly blurred dividing line between 
suppliers and manufacturers also stimulates inno- 
vation. In London and New York, Reuters and 
Bloomberg are both developing transactions tech- 
nology to handle trading, thus stepping on invest- 
ment bankers’ toes. Investment banks, for their 
part, are moving into the financial-information in- 
dustry. Rivalry is also good for the creation of spe- 
cialised infrastructure such as high-performance 
communications networks. Whole new industries 
spring up to supply this new infrastructure, and in 
turn become competitive. This is why, for instance, 
New York has been churning out a steady stream of 
international experts in risk management. 

As these forces combine, the occupants of finan- 
cial centres are using two different models to struc- 
ture their businesses. The first looks like the hub 
and spokes of a wheel. Hub businesses are central- 
ised: strategic planning, project management, 
product development, and risk-taking activities 
such as trading and cooking up exotic financial de- 
rivatives. Spoke activities—such as sales, marketing 
and company analysis—keep the business in touch 
with the customer and with good information. 
With globalisation and improved communica- 
tions, spoke operations are becoming leaner. 

The second model uses cost as its organising 
principle. Which businesses need to be done in fi- 
nancial centres, and which can be shifted to lower- 
cost locations? M&A work requires close personal 
negotiation between a company, its bankers and its 
lawyers, so is clearly best done in financial centres. 
The same is true for the business of raising capital 
for companies and governments, such as floating 
initial public offerings, privatisations and new 
bond issues. Arguably, fund management is best 
done in centres, too, although some fund managers 
choose to base themselves in other locations. 

Administrative tasks, such as clearing and set- 
tling trades, handling a company’s cash payments 
and so on, can be done anywhere, and many banks 
have moved these activities out of financial centres. 
Trading businesses fall somewhere in-between. 
They require less personal contact, but the special- 
ised skills they call for are more easily found in fi- 
nancial centres. 

All this helps to explain why a continuing role 
for financial centres looks assured. But it does not 
answer another life-or-death question: why do 
some thrive while others languish? 


———————— Ll 
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What are the 
ingredients of a 
successful financial 
centre? 





Wish list 


SK bankers why they prefer Paris to Frankfurt, or 
Singapore to Tokyo, and you will come away 
with a bewildering list of answers: it’s cheap; it’s got 
a good airport; everyone else is there; no one else is 
there; the home market has huge potential; it's a 
hub for the region; the restaurants are excellent; the 
regulators are kindly. All this is grist to manage- 
ment consultants’ mill. They bombard bankers 
with questionnaires to provide proof that London 
ison theslide, or that Singapore is set to take off. The 
subject seems hopelessly soft and woolly. Yet it is 
not impossible to come up with a list of attributes 
that make a good financial centre. 

In the early 19th century David Ricardo argued 
that, if free to trade, countries will specialise in in- 
dustries where they have a comparative advantage: 
where, thanks to cheap land, labour or capital, or 
good technology, they are more efficient than in 
other domestic industries. A present-day example is 
China, which exports lots of clothes because stitch- 
ing shirts is labour-intensive and its wages are low. 

There are two complications in applying this 
theory to financial centres. First, the most impor- 
tant ingredient in banking is capital, which flows 
freely around the world. Second, skilled staff are 
also important, and they, too, are mobile, more so 
than workers in many other industries. London’s 
and New York’s success as financial centres is often 
attributed to the convenient fact that Britons and 
Americans speak English, the global language of 
business. But Hong Kong is also in the top league, 
even though the first language of the local popula- 
tion is Cantonese. A lot of its English speakers are 
imported. 

Perhaps financial centres benefit from “first 
mover” advantages: the first to specialise in finance 
capture the industry’s economies of scale as their 
firms grow. Once their costs fall, they start export- 
ing. There are plenty of economies of scale to be 
reaped in the financial-services industry, particu- 
larly in transactions and data processing. And 
some “first movers” are still going strong: just look 
at London. But some have fallen away, notably 
Paris and Tokyo. Others, such as Singapore and 
Hong Kong, have sprung up from nowhere. 

Might technology play a role, with firms in dif- 
ferent financial centres becoming competitive once 
they have gained a technological edge? Double-en- 


try bookkeeping, an Italian invention, partly ex- 
plains the early success of cities such as Venice and 
Genoa. But financial technology is easy to copy, so 
the advantages it confers are short-lived. Singling 
out technology probably muddles up cause and ef- 
fect. A better question to ask is why, for example, 
New York's investment banks are consistently more 
innovative than others. 

One explanation is demand in the home mar- 
ket. Firms gain an edge if their domestic demand is 
more sophisticated than demand elsewhere. And if 
that home market is big enough, the firms that ser- 
vice it develop economies of scale and thus become 
internationally competitive. New York's invest- 
ment banks serve the biggest and most sophisti- 
cated capital markets in the world. Home-market 
demand also explains why Tokyo (with a huge but 
unsophisticated domestic market) and Frankfurt 
(with a home market that is neither big nor sophisti- 
cated) are flops. But it has contributed little to Lon- 
don's success, since local demand there is relatively 
small and not particularly sophisticated. 


Sell, sell, sell 


Since the factors making for success are so fuzzy, a 
bit ofhype can go a long way. Just as designer labels 
splash "Paris, New York and Milan" all over their 
packaging, some financial centres spend time and 
money persuading the world that they are the place 
to be. "Everyone thought our idea was stupid," says 
Arnaud de Bresson of Paris Europlace, an organisa- 
tion set up in 1993 to promote Paris as a financial 
centre. "Our idea was not stupid." 

In 1996, Frankfurt set up its own promotional 
organisation, called Finanzplatz, and roped in 
some heavyweight local bankers to push for the 
development of *Mainhattan" or “Bankfurt”. Even 
stuffy types at the Bank ofEngland have been brush- 
ing up their branding skills. This spring the Bank's 
deputy governor, David Clementi, set off on a 
roadshow to persuade the world that the City has a 
future, whether or not Britain adopts the single Eu- 
ropean currency. The Bank is also said to have 
twisted a few arms to brighten up a report pub- 
lished in 1996 by the London Investment Banking 
Association on the implications for the City if Brit- 
ain stayed out of monetary union. 

That report stressed one other factor that can 
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make a difference: the quality of regulation. Lon- 
don’s regulators are praised abroad, and often cited 
as the main reason for the City’s success. Hong 
Kong’s regulators pay London a big compliment by 
saying that they try to emulate the style of London’s 
regulators where they can. By contrast, New York's 
regulators are considered restrictive, intrusive and 
nannying, which may help to explain why interna- 
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tional financial business tries to avoid the place. 

All of these factors can, of course, make for fail- 
ure as well as success. Labour or land might become 
too costly. Local demand might lose its sophistica- 
tion or move out of synch with global demand. And 
technology could change to a centre’s disadvantage. 
That seems to be exactly what is happening in our 
first port of call, Chicago. 


ee EEE 


In the pits 


Ip THE entrance foyer of the magnificent Palais 
de la Bourse in Paris, visitors can buy juggling 
balls and coffee cups. The Bourse itself is long gone, 
and much of the building has been turned into a 
museum. Matif, the French futures exchange, still 
uses the trading floor, but it too may soon move out. 

Chicago has trading floors too, but they are 
much more than a tourist attraction. Between them, 
Chicago's futures brokers, specialist fund managers, 
traders and three derivatives exchanges, the Chi- 
cago Board of Trade (cBor), the Chicago Mercantile 
Exchange (CME) and the Chicago Board Options Ex- 
change, directly employ about 50,000 people. 

It may not be obvious, but Chicago's grip on this 
industry is increasingly precarious. In common 
| with all futures exchanges that have stuck to trading 
floors, it is threatened by the computer, which 
could turn them all into museums just like Paris's 
Palais de la Bourse. (For the record, the Paris Bourse 
uses only computers, and Matif started using them 
alongside its trading floor last month.) But Chicago 
is in a particular bind. Whether or not its exchanges 
modernise themselves, it could end up losing much 
of America's futures business altogether. 

For as long as most people can remember, 
technophiles have railed against the traditional 
trading method of futures exchanges, known as 
open outcry. The open-outcry exchanges wave away 
these criticisms. Until recently no one had much ev- 
idence to prove them wrong. But over the past year 
or so Frankfurt's futures exchange, the electronic 
Deutsche Terminbórse (DTB), has changed all that. 

One acknowledged advantage of computers is 
cost, but there is disagreement on how much they 
save. Jórg Franke, the DTB's boss, says electronic ex- 
changes are between two and ten times cheaper 
than their open-outcry rivals. Daniel Hodson, Mr 
Franke's counterpart at London's futures exchange, 
LIFFE, thinks computers are some 20-30% cheaper. 
The gulf between them is partly a question of mar- 
keting and partly a matter of definition. Where does 
a trade start and end, and what should therefore be 
included in its cost? But whatever the definition, 
computers would still be quite a bit cheaper even if 
open-outcry exchanges were to make pit trading as 
efficient as it can be—which they are still some way 
short of. Meanwhile, futures brokers are under 
strong pressure to cut their costs, and so are the 
banks and fund managers who use the exchanges to 
hedge their risks. 

Both sets of customers face a potentially far 
greater cost, however. This is that prices might move 
against them when they make big trades. These in- 
direct “impact” costs give entrenched exchanges a 
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huge advantage over electronic start-ups. The 
greater an exchange’s trading volumes, the smaller 
the impact cost will be. Start-ups, by definition, 
have no trading volumes to speak of. Investors are 
therefore reluctant to switch their orders to them, 
no matter how little they charge to trade. 

Yet entrenched exchanges have to be careful not 
to underestimate the new competition. The DTB is a 
good example. Only a year ago LIFFE seemed unruf- 
fled by the prs’s growing market share in one of 
LIFFE’s most successful products, the 10-year Ger- 
man-government bond, or “bund”, future. By the 
end of last year the battle had already been lost. 





Now the pts has over 80% of the market, which al- 
lows it to offer smaller impact costs as well as 
cheaper transactions costs. 

Open-outcry exchanges maintain that the trad- 
ing floor still suits some products better. Investors 
who buy or sell LiFFE's or the DTB’s competing bond 
futures are buying or selling a legal contract to pur- 
chase a bond in the future at a price set today. These 
contracts standardise the month in which investors 
take delivery of their bonds. Trading tends to con- 
centrate on just one delivery month. 

Short-term interest-rate futures work in a differ- 
ent way. For these contracts, trading might be split 
evenly between ten or more delivery months at any 
one time. Investors could choose from buying, say, a 
three-month interest-rate future for delivery in June 
1998, September 1998, December 1998, March 
1999, and so on. This makes trading more compli- 
cated. Traders might want to sell the June 1998 con- 
tract and buy equal amounts ofthe September 1998 
contract, a tactic known as a spread trade. Spread 
traders need to make sure they are never outright 





Chicago's role as a 
financial centre 
will probably 
disappear once 
America wakes up 
to the inefficiencies 
of its exchanges 


m mE Den tdi 


ön aie d 


- L {c-n 


14 SURVEY FINANCIAL CENTRES 








Pt 








buyers or sellers, but are merely taking a bet on the 
spread between prices of different contracts. That, 
Say Open-outcry exchanges, is best done in one of 
their trading “pits”, where traders can face each 
other and execute spread trades involving half a 
dozen or more contracts at exactly the same time. 

The evidence seems compelling. LIFFE has 97% 
of the market in three-month p-mark futures, and 
86% of the market in options on the bund future. 
And yet computers are getting better at mimicking 
the flexibility of pit trading all the time. Matif's chief 
executive, Gérard Pfauwadel, acknowledges that pit 
trading still handles some sorts of contract better. 
But, he says, “my intuition is that the markets will 
progressively move to computers.” 


Man versus machine 


Mr Pfauwadel is probably right, ifonly because elec- 
tronic exchanges have a second big advantage: their 
computers are networked. A market operating over 
a computer network allows an exchange to reach 
new trading members who are beyond the grasp of 
open-outcry exchanges. The prs, for instance, did 
not wrest bund-futures trading from LIFFE by at- 
tracting more traders to Frankfurt. Instead, it signed 
up new remote trading members, mostly in Lon- 
don and in Chicago. According to Mr Franke, re- 
mote members account for 30% of the prP's trading 
volumes. The exchange’s 14 American members, he 
says, account for 15-18% of the prB's bund-futures 
trading. 

Whatever they say in public, all futures ex- 
changes are keenly aware of the computer's advan- 
tages, and all the big ones are developing computer 
trading systems alongside pit trading. But manag- 
ing the technological transition can be tricky. 

Matif is having a relatively easy time of it. Com- 
puters are now competing with its pits for business, 
and will probably capture most trading soon. The 
technology has been provided by the Bourse, whose 
owner, Société des Bourses Françaises (SBF), bought 


Matif at the end of last year. A]l Matif needed to do 
was to develop a little extra software at a fairly mod- 
erate cost. 

LIFFE'S position is more complicated. Last July 
LIFFE started developing a new electronic ex- 
change, called Connect. The first result of this pro- 
ject appeared this spring, in the form of an elec- 
tronic platform to trade equity options. Mr Hodson 
says LIFFE has spent about £10m ($17m) so far to de- 
velop Connect; he proposes that the exchange 
spend a further £20m-25m developing the system 
over the next 18 months. He thinks its technology is 
more sophisticated than existing electronic ex- 
changes because it is “modular”. This means that 
exchange members can plug their own trading sys- 
tems straight into LIFFE's, or use a third party's sys- 
tem (such as Reuters) or perhaps the Internet to 
route orders. 

At the moment, LIFFE’s computers do not com- 
pete with its pits for trading. Instead, they are 
switched on mainly out of pit-trading hours. But 
from the last quarter of 1999 the exchange plans to 
run electronic markets alongside pit trading, like 
Matif. Unlike Matif, LiFFE is still owned by the 
banks and dealers who make a living trading fu- 
tures, and it is up to them to decide what and when 
to move to computers, says Mr Hodson. That proba- 
bly puts the exchange in even greater peril. If some 
members choose electronic trading while others 
stick with the pits, trading will be split between the 
two, so raising impact costs. That is why, until now, 
most futures exchanges have imposed either one 
trading method or the other. 


Multiple hazard 


The Chicago exchanges face the biggest problems. 
Like LIFFE, they have been developing computer 
systems for after-hours trading. The CME has bought 
the French system from ssrf. The cBor has devel- 
oped its own, Project A, which handles about 4% of 
the exchange's trading volumes. However, the 
CBOT, which specialises in American treasury-bond 
futures (the sort which are well suited to computer 
trading) has also sunk $182m of its members' 
money into a new trading floor, which opened with 
great fanfare last year. The CME, which trades short- 
term interest-rate futures, has been shrinking re- 
cently, and has not been splashing out so lavishly. 

Both exchanges have extra problems with their 
members. Unlike LIFFe, which is dominated by 
London's big banks, the CME and the cror are 
owned mainly by “locals”, small trading outfits that 
thrive on the inefficiencies of pit trading. Most lo- 
cals are opposed to computer trading and other im- 
provements in efficiency, for the simple reason that 
it will reduce their profits or even put them out of 
business. The big banks, which bring in most of Chi- 
cago's business, naturally find this frustrating. 

The CME and the cBor do not have a duopoly, 
and may be usurped by an electronic competitor, 
just as LIFFE has been elbowed aside by the pts in 
bunds. Computer-trading systems are relatively 
cheap to set up, so the barriers to entry are low. If by 
some miracle the two exchanges did manage to 
transfer their markets to the computer, would the 
business stay in Chicago? Some futures brokers 
might choose to stay close to Chicago's specialist 
fund managers, who will have no reason to move. 
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But others will want to be close to the traders who, 
after all, know most about the markets. Those trad- 
ers are unlikely to stay. 

Recall the biggest reason for banks to consoli- 
date their business in one centre: risk management. 
Ideally, risk managers want their bond-futures trad- 
ers sandwiched between their bond traders and 
their off-exchange derivatives dealers. With com- 
puters, that is possible. The bond traders, along 
with most other sorts of trader, are concentrated in 
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New York, filling up those vast, open-plan trading 
floors that risk managers love. Adding Chicago's fu- 
tures business to this collection would simply be a 
matter of fitting in a few more trading desks. 

London faces no such problems. Europe's bond 
and off-exchange derivatives markets are mostly 
traded from London, so even if LIFFE were to shut 
down completely, the City might well hang on to 
most of Europe's futures business. Instead, London 
faces a very different threat. 





Euro neurosis 


N FINANCIAL services, rivalry between London, 

Frankfurt and Paris is not just presumed: it is ex- 
pected. Sure enough, there has been a predictable 
bout of flag-waving ahead of the introduction next 
year of Europe's single currency, the euro. This time, 
however, it was more than just a duty exercise. Un- 
like Germany and France, Britain will not adopt the 
euro, at least at the outset, and some think the City 
will suffer. 

Although London towers over its European ri- 
vals, Frankfurt and Paris are both in better shape to 
compete with London for the new single-currency 
business. Frankfurt bankers are upbeat about their 
city’s prospects. Politicians in Bonn have passed a 
series of laws to promote financial markets by re- 
moving regulatory obstacles. Frankfurt’s futures 
and stock exchanges are among the most dynamic 
and forward-thinking in Europe. And the head- 
quarters of the European Central Bank (ECB) will be 
in Frankfurt. The Bundesbank has modernised the 
way it runs government-bond auctions. And for 
those who set store by such symbols, Commerz- 
bank's new Frankfurt headquarters has just pipped 
Canary Wharf in London's docklands as the tallest 
building in Europe. One enterprising soul has even 
opened a pub, the Fox and Hounds, to make Frank- 
furt more like home for traders from the City. 

Paris, for its part, has become more cosmopoli- 
tan. Over the past five years the proportion of 
French shares held by foreign investors has more 
than doubled, to 35%. To attract new customers, the 
French stock and derivatives exchanges have 
demutualised, merged and become more business- 
like. Their parent company, sBF, thinks it has a tech- 
nological edge: witness the licensing of its technol- 
ogy to the Chicago Mercantile Exchange. But the 
biggest presumed advantage for both centres is 
EMU membership. 

The effect of the single currency on the City's vi- 
tality could become a worry for Britain. Gordon 
Brown, the chancellor of the exchequer, has made 
this one of five “economic tests" for Britain before 
deciding whether or not to adopt the euro. Some in 
the City think that the most persuasive argument 
for joining EMU is the potential damage to their 
business if Britain were to stay out. 

The euro brings both threats and opportunities 
for Europe's financial centres. The foreign-exchange 
market, for instance, appears set to shrink as Euro- 
pean currencies disappear. London, which handles 
most European foreign-exchange trading, seems 
bound to suffer. But economists expect the euro to 
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become a more important international reserve 
currency than the ones it replaces. This will encour- 
age extra international borrowing, investing and 
hence trading in the euro. So, on balance, London 
might even benefit from the euro's introduction. 

In some areas, the euro will compress a number 
of financial markets into one. That goes for Eu- 
rope's government-bond markets where, after next 
January, European countries will become assorted 
borrowers in a single market. The merged market 
will be similar to the American municipal-bond 
market, in which borrowers are differentiated by 
their creditworthiness, not by the currencies in 
which they borrow. It also goes for Europe's money 
markets, because a single currency requires a single 
short-term interest rate across the euro area. In turn, 
a single interest rate will support only one short- 
term interest-rate futures market in which to hedge 
short-term borrowings, instead of today's half- 
dozen or so liquid markets. A single government- 
bond market will not support many bond-futures 
contracts either: perhaps two. 

Europe's equity markets will also begin to look a 
bit more like one big euro market. But here, change 
will be slower than in the bond markets because 
Europe's stockmarkets will still be affected by 
things like different local taxes, accounting rules 
and local stock indices, which local investors will 
continue to use as benchmarks. 
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However, over time investors’ behaviour will 
change, creating something that looks more like a 
single European equity market. At present, most Eu- 
ropean fund managers are barred from putting 
more than 20% of their funds into foreign-currency 
investments. Others choose not to invest heavily 
abroad because of the costs of hedging their cur- 
rency risks. The euro will lift both constraints. Fund 
managers will start to invest more of their money 
across European borders so as to build investment 
portfolios that reflect Europe’s economy rather 
than their own domestic one. This growing band of 
investors will divide up Europe’s investment 
Opportunities by industry sector, not by national- 
ity, just as in America. 

Another effect of the euro will be to create new 
financial markets. Outside Britain, Europe's corpo- 
rate-bond markets are anaemic. The euro will 
change this, as bond investors try to outperform 
each other on their understanding of credit risk, 
rather than currency risk. The development of a Eu- 
ropean corporate-bond market may well be ac- 
companied by other American imports, such as 
junk bonds and leveraged buy-outs. 

Most of these changes will make it easier for 
banks and securities firms to centralise their opera- 
tions in a single financial centre rather than scatter- 
ing them over six or more. The exception to this is 


Europe's money markets, which will probably stay 
decentralised, at least in the early days of monetary 
union. That is because the ECB will probably inter- 
vene in the euro money market through its various 
branches (the current national central banks), 
rather than through its head office in Frankfurt. 

But in the equity markets, European investors 
will increasingly want company analysts and sales- 
men who can compare, for example, a French 
chemicals company with a German one. In the 
bond markets, investors will seek advice about the 
merits of five-year euro bonds versus ten-year ones, 
rather than whether the Italian lira will appreciate 
against the p-mark. The quest for better risk man- 
agement will persuade most banks to centralise 
their operations as soon as possible. 

Continental bankers suggest several reasons 
why London is not well-placed to win this 
centralised euro business. The most important one, 
they say, is that it will lack inside information. Ac- 
cording to Mr Bordenave of BNP, "London will get a 
second-hand perception of what's happening in 
Euroland. London won't get the information as 
quickly and, in our business, even a few seconds are 
important." In the same way, Frankfurters extol the 
benefits of having the ECB's headquarters on their 
doorstep. 

This is unconvincing. New York does not lose 


Off Target 


E ien years ago a seemingly obscure 
central-bank squabble over Target, a 
scheme to build links between Europe's 
wholesale payments systems, made 
prime-time television news in Britain, 
chiefly because of claims that tens of 
thousands of City jobs were at risk. 
Those claims turned out to be a tad over- 
done. Target never was much ofa threat 
to London, nor is it now. What it has 
done is highlight some potentially seri- 
ous consequences if Britain were to stay 
out of monetary union permanently. 

The Target project is run by the Euro- 
pean Monetary Institute, the forerunner 
of the European Central Bank (ECB) It 
aims to build electronic links so that, for 
example, Deutsche Bank in Frankfurt 
can pay euros to Banque Nationale de 
Paris. Payments will be made in real 
time, that is, banks will pay each other 
immediately instead of collecting all 
their euro debits and credits together 
and settling the net amount at the end 
of each day. 

To accomplish this, the system re- 
quires banks to borrow euros before 
making payments. Banks in countries 
that have adopted the single currency 
will be able to do this at their local 
branch of the ece. The squabble is 
about whether banks in countries out- 
side the single-currency area should be 
allowed to borrow euros from their na- 








tional central bank on the same terms as 
those inside. If they cannot, they may be 
at a big disadvantage. Some central 
banks in the "in" countries, notably the 
Banque de France, argue that access to 
euro funds should be restricted to ease 
the ECB's task of conducting monetary 
policy. Central banks in “out” countries, 
notably the Bank of England, disagree. 
Target, they argue, is a useful piece of fi- 
nancial infrastructure that should be 
available on equal terms to all members 
of the single market. 

The Bank of England thinks the 
monetary-policy argument is not being 
advanced in good faith. "It's not about 
monetary policy. It’s about competitive- 


ness," fumes the Bank's John Townend. 
But over at the Banque de France, senior 
officials imply that their British coun- 
terparts are smearing them. "It is not 
our job to promote Paris," says one of 
them. “We are strictly neutral.” 

Even if banks in the City did find 
Target more expensive or difficult to 
use, they could pay in and receive euros 
in other ways. Big banks with branches 
in countries inside the euro area could 
use these to make their payments. One 
banker in Sweden (another “out” coun- 
try) says he is planning to set up a skele- 
ton operation in Finland (an “in” coun- 
try) if Target discriminates against 
outsiders. Banks without overseas 
branches will be able to make payments 
through associate banks abroad, or use a 
competing euro payments system, such 
as that being set up by the Euro Banking 
Association. 

All the same, Target shows up the 
weakness of Britain's negotiating posi- 
tion. The final decision on access to it 
will be taken by the governing council 
of the ECB. As an “out” country, Britain 
will not have a seat on the council. That 
also means it will have no say on other 
important decisions which could affect 
the City's competitiveness; for instance, 
whether the EcB should impose puni- 
tive reserve requirements on all mem- 
ber banks. That would be good for the 
City as long as Britain stayed out, but if 
it joined subsequently, adjusting to the 
rules would be even more difficult. 
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out as a financial centre because the Federal Re- 
serve is based in Washington, nor does Milan be- 
cause the Banca d'Italia is in Rome. Computers can 
distribute economic data and monetary-policy de- 
cisions to everyone at the same time, no matter 
where they are. Instead, it is the centre with the big- 
gest number of important banks and investors that 
will enjoy information advantages of the more in- 
formal sort. 

At the moment, that centre is undoubtedly Lon- 
don. The big American investment banks, such as 
Goldman Sachs, Merrill Lynch and Morgan Stanley 
Dean Witter, all have their European headquarters 
in London and employ most of their European staff 
there. The best French investment banks prefer Lon- 
don too. Paribas, for example, employs three times 
as many capital-markets staff in its new London 
headquarters as it does in Paris. Equally, the best 
Swiss (Warburg Dillon Read and cs First Boston), 
Dutch (ING Barings) and German (Deutsche Mor- 
gan Grenfell and Dresdner Kleinwort Benson) in- 
vestment banks are all drawn to London. 

Some bankers paint a rosy scenario in which ev- 
erybody wins. Frankfurt or Paris will become Eu- 
rope’s domestic financial centre, handling business 
among Europeans; London will become Europe's 
international financial centre, arranging transac- 
tions between Europeans and the rest of the world. 
The snag is that distinctions between "domestic" 
and "international" markets are disappearing. 
They used to be created by regulators and tax au- 
thorities. For example, in the 1960s American taxes 
drove dollar trading to London, giving a huge boost 
to the euromarkets. But these days they all pull in 
much the same direction, reducing the incentive to 
up sticks. At the same time banks, investment banks 
and the fund-management industry are all global- 
ising, further eroding the distinction between do- 
mestic and international business. 

Michel Fleuriet of Merrill Lynch in Paris sug- 
gests another reason why London might lose out. 
Continental European banks will shift a lot of the 
business they now do in the City back to their home 
base, where they can keep tighter controls on risky 
trading and investment businesses. Both Deutsche 
Bank and Dresdner Bank appear to be retreating 
back to Frankfurt with their British investment- 
banking purchases tucked under their arms. 

But this misreads German intentions. The prob- 
lem for both banks has been that their acquisitions 
have not been properly integrated with the rest of 
the bank. Instead, both Dresdner Kleinwort Benson 
and Deutsche Morgan Grenfell have been allowed 
to run themselves as separately managed subsidiar- 
ies. Now the Germans are trying to build proper 
management reporting lines by type of business 
rather than by location of offices. 


Order and discipline 


The lack of integration is also the key to under- 
standing the banks' weaknesses in risk manage- 
ment. Deutsche Morgan Grenfell suffered, as Deut- 
sche Bank's boss Rolf Breuer once put it, from a lack 
of "discipline" because it was run as a self-con- 
tained fief rather than part of the group. uns, which 
suffered from the same weakness, last year fell into 
the arms of its smaller rival ssc after racking up big 
trading losses. On the other hand, sBC's investment 
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bank, Warburg Dillon Read, has been fairly tightly 
integrated into the group; likewise the London op- 
erations of Paribas. Neither bank worries about tak- 
ing big trading risks far from head office. 

City bankers have a different anxiety. They fret 
that countries inside the euro area will discrimi- 
nate against London, shutting the City out of the 
new euro markets. In theory, there are safeguards 
against this. The Eu has passed nearly three dozen 
directives aimed at creating free trade in financial 
services in Europe (which incidentally should fur- 
ther erode distinctions between continental Eu- 
rope's "domestic" financial markets and London's 
"international" ones). These directives allow banks, 
investment firms and exchanges to offer their ser- 
vices from a base in one EU country to customers in 
another without needing to open new offices. That 
ought to allow London's banks and exchanges to 
compete for euro business on a level playing field. 

Alas, the directives are full of holes, according to 
Benn Steil of London's Royal Institute of Interna- 
tional Affairs. The Investment Services Directive 
(Isp), for instance, enshrines the right of regulated 
markets, such as the LsE or the DTB, in one EU coun- 
try to offer their services in another without having 
to submit to regulation from the authorities in that 
market. The directive defines a regulated market, 
somewhat quirkily, as one which lists securities. 
This was written in at the time, says Mr Steil, be- 
cause the London Stock Exchange had been nab- 
bing a lot of business from continental exchanges. 
London's exchange traded other European stocks 
but did not list them. Continental exchanges have 
since won most of this business back without fall- 
ing back on protection, but the loophole still exists, 
and could be used against any exchange which does 
not list stocks, such as Britain's Tradepoint. 

Also, national authorities have the right to pro- 
hibit "new markets" on their territory, whatever 
these might be. And the isp's provisions do not ap- 
ply if the financial business being done affects 
monetary policy. This could be invoked, for in- 
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Other European 
exchanges are in 
better shape than 
London’s. Will the 
City lose out? 
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stance, to justify the still-widespread practice of re- 
quiring investment banks to set up local offices if 
they want to be primary government-bond dealers. 

Presumably this clause could be used to justify 
any breach of the tsp, since it is possible to argue 
that in the end every financial transaction affects 
monetary policy in some way. In 1992, Barclays 
Bank tried to launch interest-bearing current ac- 
counts in France, a product French banks do not 
offer. The French government blocked Barclays on 
the ground that such accounts would involve “dis- 
turbances in the liquidity of the banking system”. 
Now the British accuse the French of using the same 
sort of argument again, this time over Europe's pay- 
ments systems (see box two pages back). 

Even if the rules were watertight, banks would 
need a lot of courage, leavened by a dose of stupid- 
ity, to take on governments, which are among their 
most prized customers. This spring the French trea- 
sury has been renewing its primary government- 
bond licences. According to Parisian bankers, the 
French treasury has been “encouraging” foreign ap- 
plicants to base their bond-trading and back-office 
operations in Paris as well. 

However, although the legislation is leaky, EU 
peer pressure is usually enough to quash serious 
trade protectionism. According to Mr Steil, the 
Dutch treasury thought about using the “new mar- 
kets” clause to block other European exchanges 
from signing up remote members in the Nether- 
lands, but quickly dropped the idea when other 
countries got wind of it. This peer pressure should 
limit discrimination against London. 

Against this mixture of imaginary and potential 
weaknesses must be set some of London’s enduring 
strengths. One is cost. It is much less expensive to 
employ an investment banker in London than in 
Paris and Frankfurt, and salaries typically absorb 
more than half of investment-bank expenses. 
Putting $100 in a trader’s pocket, says one French 
banker, costs him $200 in London and $400 in 
Paris. That is partly because of indirect employ- 
ment costs such as social insurance, and partly be- 
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cause of higher income taxes for which banks must 
compensate. In Germany the top rate of income tax 
is 53%, towards the top end of the range for the de- 
veloped world. Britain's top rate is 40%. 

Another advantage is British commercial law. 
Because British law is not codified, it handles the 
pace of financial innovation better than legal sys- 
tems that are, such as France's and Germany's. Per- 
haps London's greatest strength, however, are its fi- 
nancial regulators, who draw a sharp distinction 
between wholesale financial business .conducted 
among professionals and retail markets for indi- 
vidual private investors. Broadly, they try to regu- 
late retail markets tightly, and leave the profes- 
sionals to their own devices. 

This distinction is not always obvious in Paris 
and Frankfurt. German bankers say that their regu- 
lator, the Federal Banking Supervisory Authority, 
has become a little more flexible, but they still think 
it is out of touch with the markets. Having the au- 
thority based in Berlin has not helped. The banks 
have been lobbying for it to move to Frankfurt, but 
perversely it is going to Bonn instead, as part of 
some complicated federal horse-trading over the 
impending move to Berlin of much of the German 
federal government. 

It is London's financial regulators, not the single 
currency, that City bankers worry most about. Last 
year London's hotchpotch of City regulators was 
merged into a single body, the Financial Services 
Authority. This reform—and particularly the re- 
moval of banking supervision from the Bank of 
England—caught the City on the hop. Until then, 
Britain had had a two-tiered regulatory structure, 
with regulators reporting to the Securities and In- 
vestments Board, which in turn reported to the 
Treasury. Now the buffer between politicians and 
regulators has gone. Bankers are concerned that 
London's wholesale markets might be re-regulated. 

Another of the City's perennial anxieties is the 
London Stock Exchange. It is indeed in poorer 
shape than its rivals in Paris and Frankfurt, but that 
may not be a cause for worry. 





Cries of London 


MES LL LYNCH, the world's most powerful 

investment bank, is a member of 16 finan- 
cial exchanges in America. In Europe, where it does 
far less business, it belongs to 17 exchanges. Un- 
characteristically, Merrill is scrimpinga bit: it could 
have joined another 37. Many of these have opened 
in the past 15 years or so. Merrill, like other banks of 
its kind, is probably hoping that a few years hence 
they will all have closed again. 

That wish looks like being granted. Europe's ex- 
changes are consolidating for a combination of rea- 
sons. Most of them now use computers which allow 
them to cross borders with ease, creating compe- 
tition (or at least the threat of it) throughout Europe. 
The Ev's Investment Services Directive may be full 
of holes, but plenty of exchanges have taken advan- 
tage of its provisions to attract remote members to 
their exchanges, planting their screens on each oth- 
er's turf (see chart 6 on the next page). 


If the euro eventually brings a much more inte- 
grated equity market to Europe, the idea of splitting 
share trading among 30-odd stock exchanges will 
seem even dafter than it does now. Europe's deriva- 
tives exchanges are under particular pressure be- 
cause, once the euro arrives, national currencies 
will disappear along with the separate national in- 
terest rates which provide the exchanges with so 
many different markets to hedge. Above all, invest- 
ment banks such as Merrill Lynch are themselves 
consolidating under huge pressure to cut their 
costs, and will be understandably reluctant to pay 
for all this overlapping infrastructure. 

Fortunately, most exchanges have gone some 
way down the right path already. As a first step, 
many of them have transformed themselves from 
member-owned organisations into shareholder- 
owned ones. Recent examples include Matif, the 
French futures exchange, and the Amsterdam Stock 
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Exchange. This change of ownership has given ex- 
changes more freedom to take the second step: com- 
pressing domestic stock and futures exchanges, 
along with their respective clearing houses, into sin- 
gle companies. This has happened in the Nether- 
lands, Germany, France, Sweden, Austria and Swit- 
zerland, all fairly recently. 

Their latest step, cross-border consolidation, 
has been a bit less sure. In January, Stockholm Ex- 
changes, Sweden's merged stock and derivatives ex- 
change, agreed to merge with the Copenhagen 
Stock Exchange. Its parent company, OM Gruppen 
(see box on next page), has also built up a 2096 stake 
in Helsinki Exchanges. Last year, Deutsche Börse 
(which owns the Frankfurt Stock Exchange and the 
DTB, Germany's futures exchange) merged with its 
Swiss counterpart, Swiss Exchanges, to form Eurex. 

So far, however, everyone else has been agreeing 
to alliances rather than full-scale mergers. The big- 
gest such alliance is that between the derivatives ex- 
changes owned by Eurex and ssr (which owns the 
Paris Bourse and Matif). The aim is a huge expan- 
sion of remote membership overnight. Members of 
one exchange gain free membership of others in the 
alliance. Thanks to some nifty software, the ex- 
changes will appear as different icons on a trader's 
desktop, so switching between exchanges will be 
easy. Members ofthe alliance will not compete with 
each other for business. If a futures contract trades 
on one exchange in the group, it will not trade on 
another. Trading fees will be split. The exchanges 
are developing European equity indices and then 
equity-index futures contracts together as well, with 
the help of Dow Jones, the American media com- 
pany which owns the Dow Jones Industrial Average 
index. Eventually they hope to extend the alliance 
to cover their respective stockmarkets. 

Exchanges in Luxembourg, Brussels and Am- 
sterdam have set up a similar alliance, and stock- 
markets for growth companies in France, the Neth- 
erlands, Belgium and Germany have clubbed 
together to form Euro NM, which is pursuing much 
the same ideas. By the end of last year, three of the 
four exchanges were hooked up to each other. By the 
end of this year, Germany's Neuer Markt should 
have joined them. 


Virtual integration 


Eventually, this is likely to produce something 
handier than today's fragmented model, but it will 
still fall short of a single, merged European ex- 
change. In a recent speech, Hans Brouwer of Am- 
sterdam Exchanges foresaw a "virtually integrated 
European market". What he probably meant was 
that, to a trader behind a computer screen, Europe's 
exchanges will look like a single market. But behind 
the screen, independent exchanges will continue to 
run independent administrations and develop in- 
dependent technology. Europe's exchanges will not 
form a single network but a “network of networks", 
according to Gérard Pfauwadel, Matif's boss. 

The best way of cutting costs is through mergers, 
such as those OM Gruppen is trying to put together 
to create a pan-Nordic exchange. But several obsta- 
cles are in the way. One is that each national ex- 
change has a different set of rules governing things 
such as the time allowed before traders must report 
big trades to the exchange, and how those trades in- 
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teract with smaller ones. These 


rules are set under the direction of | Absent-minded 
Remote membership 


Europe’s assorted national finan- 


cial regulators. Mergers might call | Œa DTE 
ER Stockholm Stock Exchange 


for a harmonisation of rules be- 
tween both exchanges and regula- 
tors, which could make negotia- 
tions horribly complicated. 

There are political obstacles, 
too. In many politicians' eyes, ex- 
changes, like airlines, are symbols 
of national or even regional pride. 
Outside Frankfurt, seven regional 
exchanges in Germany are kept 
alive largely by the vanity of local 
politicians. Even the pragmatic 
Scandinavians are having a spot of 
bother with their Nordic exchange. Norway and 
Finland both worry that Sweden will dominate a 
merged exchange because it handles about 60% of 
share trading in the region. 

The biggest obstacle to mergers, however, is tech- 
nology. Some of Europe's smaller exchanges cannot 
afford to develop their own. The Swiss and the Aus- 
trians have thrown in their lot with the Germans, 
and the Belgians with the French. The big ex- 
changes, however, are convinced that maintaining 
their own technology is a vital part of their strategy. 

Squabbles over technology have the potential to 
split the alliance between Frankfurt and Paris 
down the middle. Like Microsoft, which became 
successful because it created a technology standard, 
both Deutsche Börse and ssrf think that exporting 
their own technology around the world is essential. 
Once other exchanges buy these systems, their 
members will adopt the European exchanges' tech- 
nology standards. That will make it easier for the 
Europeans to persuade them to become remote 
members of their exchanges, thus boosting trading 
volumes and helping to create something close to a 
24-hour exchange. Deutsche Borse has sold its sys- 
tem to Hong Kong's stock exchange. SBF's customers 
so far, besides the Chicago Mercantile Exchange, 
have been the Sao Paulo Stock Exchange, Bovespa, 
and the Toronto Stock Exchange. According to its 
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OMnipresent 


ENGT RYDEN, chiefexecutive ofthe 

Stockholm Stock Exchange (ssk), 
calls it an *agreement to merge", but he 
is not fooling anybody. oM Gruppen, 
one of the sse's listed companies, has 
taken over Mr Ryden's venerable ex- 
change itsel£ oM Gruppen's startling 
rise holds lessons for other small finan- 
cial centres: it has reinvented itself to 
bring a different line of work to a city in 
danger of losing its traditional financial 
businesses. 

Like its new subsidiary, oM 
Gruppen is in the business of running 
an exchange—several, in fact. These in- 
clude Sweden's derivatives exchange, 
OM, its sister exchange in London, 
OMLX, and PULPEX, a wood-pulp ex- 
change. But the firm likes to compare it- 
self with other Nordic companies such 
as Ericsson and Nokia. OM Gruppen 
sees its chief business as designing 
"transactions technology" to make mar- 
kets run more smoothly. This might in- 
clude writing computer programs to 
handle securities trading, designing ef- 
ficient communications networks to 
route "buy" and “sell” orders, 
and building electronic clearing 
and settlement systems. 

Thecompany was founded in 
1983 by Olof Stenhammar, a 
Swedish options trader who 
worked in Chicago in the 1970s. 
Mr Stenhammer's original plan 
was to set up a Swedish version of 
the Chicago Board Options Ex- 
change (CBOE) to trade options 
on Swedish company shares. The 
venture got off the ground 
quickly and oM Gruppen soon 
diversified into technology sales. 

Last year that business ma- 
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managers, the company prices its technology sales 
just to cover its costs. 

One solution might be for the French and Ger- 
mans to develop technology jointly along the lines 
pioneered by Europe's aircraft manufacturer, Air- 
bus, where one country makes the wings, another 
the fuselage, and so on. The exchanges will probably 
find it more difficult to split their work cleanly, but 
Mr Pfauwadel suggests that one side could build the 
trading engine and order-routing network, and the 
other the clearing and settlement systems. 

Clearly, however, the negotiations still have 
some way to run. One sign of trouble ahead is that 
the Eurex alliance is not planning to introduce a 
single technological platform until 2002, a com- 
fortably remote date. Yet without that common 
platform the alliance may fall apart. Per Larsson of 
OM Gruppen has had talks with several exchanges 
about forming alliances, but found that in the end 


tured. OM Gruppen built a new elec- 
tronic trading system for the Australian 
Stock Exchange, including an order- 
routing network to connect 60 Austra- 
lian banks across three time zones. It 
added the Athens Stock Exchange to its 
growing list of clients. And it won a con- 
tract to design technology for calpx, the 
Californian Power Exchange, which is 
set to become America's first electricity 
exchange. OM Gruppen has already 
built and is running the world's two 
other electricity exchanges, both in 
Scandinavia. The company also has a 
nice sideline in selling back-office con- 
sultancy services to banks and brokers. 
Recently the firm bought Research & 
Trade, a Swedish company that special- 
ises in designing software to provide ac- 
cess to lots of electronic exchanges from 
a single computer screen. 

Some of this is now showing up on 
the bottom line. Operating profits last 
year increased by 92%, to SKr338m 
($44m), buoyed by runaway growth in 
technology-sales income, which ac- 
counted for about 40% of sales. Return 





none of them produced results. “It gets very compli- 
cated," he says. "There are too many compromises. 
It doesn't work." 

Two notable absentees from all this bustle are 
London's two big exchanges, the London Stock Ex- 
change (LSE) and LIFFE, its futures exchange. Seen 
from continental Europe, both exchanges are in a 
bit of a mess. The se has only just introduced elec- 
tronic trading, trailing its continental rivals by sev- 
eral years, and the system is not working perfectly. 
Share trades are cleared by a separate company, 
called Crest, whose systems are different from the 
LSE's. Although better run than it used to be, the LsE 
is still rather bureaucratic, and is still owned by its 
members, a form of governance ill-suited to the 
commercial cut-and-thrust of running a modern 
exchange. 

The sE and LIFFe are still separate companies. 
LIFFE is also owned by its trading members, and has 


on equity was 22*. The company's 
shares, before the takeover of the sse, 
were trading on a lofty price/earnings 
ratio of 20. In the five years since the be- 
ginning of 1993, OM Gruppen's share 
price has risen tenfold (see chart 7). 

Per Larsson, the company's 37-year- 
old chief executive, suggests several rea- 
sons for OM Gruppen's success. It ran 
one ofthe first exchanges in the world to 
champion electronic trading, giving it 
an early lead in exchange technology. 
Moreover, right from the start the com- 
pany has been owned by shareholders, 
not by its trading members, helping it to 
avoid conflicts of interest. 

Some exchanges that have devel- 
oped technology in-house have squan- 
dered extraordinary sums of money. 
The Swiss exchange, the Deutsche Bórse 
and the London Stock Exchange have all 
built their own systems with the help of 
Andersen Consulting. According to one 
of its board members, Deutsche Bórse 
has spent DMi5om developing its new 
system, Xetra. London may have spent 
even more. Mr Larsson does not claim 
to be cheap, but other exchange execu- 
tives say a company like his could sup- 
ply an off-the-shelf system for a small 
fraction of that kind of money. 
Tradepoint, a British stock ex- 
change, spent just £9m setting up 
an electronic exchange (bought 
from Canada) with the capacity 
to handle all the shares traded in 
Britain. 

As for the vanquished Mr 
Ryden, he still has an ace or two 
up his sleeve. As part of the 
merger agreement, the sSE gets to 
keep a fairly independent board. 
If the board sniffs out any fishy 
trading in its parent's stock, it 
must report it directly to Swe- 
den's financial regulator. 
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Then. 


The Sanwa Bank's origins go back to 1656, the year 
our forerunner, the Konoike Exchange House, began 
business operations in Osaka. 

In 1964, Sanwa opened an overseas branch in Hong 
Kong—its first branch in Asia and Oceania—to provide 
commercial banking services to businesses in the region. 








Established in Osaka in 1656 as the Konoike 
Exchange House, Sanwa boasts the longest 
history among Japan's financial institutions 
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Sanwa offers a full range of project finance 
Services and has major bases in Tokyo, New 
York, London, Hong Kong and Singapore 
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Sanwa's Tokyo headquarters stands prominently | The dynamic pace of a Sanwa dealing room 


in the main business district of the city 
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Sanwa Bank Foundation provides scholarships to | Sanwa in motion — a familiar name throughout Pa 3 j M E ue 
young people in Asia Asia and Oceania "dier" ev, oe 
The Sanwa Bank, Limited is proud of its long NY d 
tradition of service in Asia and Oceania. * 


We, and of course the clients we serve, have i 
grown over the years. 

Today, our network in Asia and Oceania is one 
of the largest in the region, and we provide 
comprehensive financial services to individuals, 
businesses and nations that includes everything from 
commercial banking to investment banking to near- 
banking services. 

As a result, we're better positioned than ever to 
meet your financing needs today. 

And for a long time to come. 


d Sanwa Bank 
since 1656 


http: //www.sanwabank.co.jp 
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only just started developing its own up-to-date 
computer trading system, which will take 18 
months to come on stream. Recently LIFFe has 
hinted that it may buy a ready-made system instead 
to save time. The likely supplier is spr. Again, clear- 
ing is handled by a separate company, the London 
Clearing House (LCH). 

Some of this criticism seems justified. By com- 
bining stock and derivatives exchanges in a single 
trading system, the two markets are more easily ar- 
bitraged: for instance, a trader can buy a stock-in- 
dex future and sell the underlying basket of shares 
at the click of a mouse button. No doubt London's 
two separate exchanges (as well as their separate 
clearing organisations) also load unnecessary costs 
on to London's banks. Increasingly, their mutual 
ownership seems not just a barrier to consolida- 
tion, but also a positive disadvantage compared 
with shareholder exchanges, whose powerful execu- 
tive can take quick and clean decisions. 

Even so, London's exchanges are in a stronger 
position than some suppose. The business they 
handle far outweighs that of other European ex- 
changes, so there is less need to merge. The LcH, a 
sharp, commercially-minded organisation, is Eu- 
rope's dominant (and most international) clearing 
house. LIFFE hopes that its new trading system, if it 
goes ahead with the development, will make it 
more competitive. The LSE, too, gets some unfair 
stick. Most of the problems arising from its new 
trading system are the fault of British fund manag- 
ers, who have still not come fully to grips with com- 
puter trading. Undeniably, though, both exchanges 
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are on the back foot and will probably stay there for 
some time. 

In some ways, that does affect London’s compet- 
itiveness. Bits of financial infrastructure can be 
great cash cows—witness J.P. Morgan, which at a 
guess (it does not disclose a figure) earns several 
hundred million dollars a year from Euroclear, an 
organisation that clears Eurobond trades. The LSE 
employs 700 people in the City. A lot of London’s 
technology companies and consultancies rely on 
the exchange for their livelihood. But the business is 
becoming increasingly global, and London stands 
to lose all this if its exchanges fail. 

In other ways, however, it matters much less 
than it did in the past. In the 1980s, the LsE won a lot 
of business from continental exchanges as traders 
migrated to London. The exchanges have now won 
this business back, but the traders have not left. 
They still trade from London, but via remote com- 
puter link. For example, the Stockholm Stock Ex- 
change, where trading volumes have risen tenfold 
since its modernisation in 1992, has acquired 15 re- 
mote members, most of them based in London, 
whereas the local brokerage community has grown 
only a little. The prs is pinching business from 
LIFFE via its remote members in London and Chi- 
cago. The DTB’s boss, Jörg Franke, says that in its bat- 
tle with LIFFe it has chalked up a “psychological vic- 
tory for Frankfurt”. 

That may be so; but the net effect for London is 
that business will continue to consolidate there. In 
Asia, our next destination, things are much less 
clear-cut. 





How now Hong Kong? 


CROSS the Huangpu river and facing the Bund, 
Shanghai's old colonial waterfront, the Chi- 
nese are building a financial centre for the dawn of 
the 21st century. Astonishingly, they did not start 
the cement mixers until 1991. By the middle of last 
year, Pudong, the name of the reclaimed swamp 
land chosen for the project, had 13.5m square feet of 
steel and glass offices—a fivefold increase since the 
end of 1994. If by the end of next year all buildings 
now under construction are completed, Shanghai's 
office space will match Hong Kong's, which went 
up over four decades. The mayor of Shanghai once 
boasted that his skyline was made up of one-fifth of 
the world's cranes. 

A two-hour flight south takes the visitor to an- 
other huge construction site. Hong Kong's new air- 
port, the world's biggest civil engineering project, 
will cost a total of HK$155 billion ($20 billion) to 
build. When it opens in July, it will be able to han- 
dle 35m passengers a year, rising to 87m when work 
finishes in 2004. Like Shanghai's financial district, 
the airport is built on reclaimed land. 

So many superlatives prompt a quest for an- 
other: which of them is the world's biggest white ele- 
phant? But perhaps it is neither. The answer turns 
on the future of Hong Kong and Shanghai as finan- 
cial centres. 

The bearish story about Hong Kong goes as fol- 
lows. During the then colony's explosive growth in 
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the 1980s, most foreign direct investment in China 
went into the Pearl river delta in neighbouring 
Guangdong province. This made Hong Kong the 
obvious place to look for legal advice on Chinese 
joint-venture law, accounting practices, tax con- 
sultancies and investment-banking services. But 
now China is growing most explosively in Shang- 
hai and the surrounding provinces of Jiangsu, 
Shandong and Zhejiang. Hong Kong is no longer a 
natural gateway to this region. Besides, it is fabu- 
lously expensive. Commercial rents are ten times 
those in Shanghai. 

Moreover, Hong Kong’s econ- 
omy relies heavily on the re-export 
of Chinese goods to the rest of the 
world, together with the trade-fi- 
nance and insurance services that 
come with this trade. Re-exports ac- 
count for 83% of Hong Kong's total 
exports. But, argues Marc Faber, a 
Hong Kong-based analyst known 
locally as *Dr Doom" for his dark 
prophecies, re-exports are a dying 
business: "Why produce in China 
and bring it to Hong Kong? It's a 
waste of time, because China is 
now building the infrastructure to 
export to the West directly." 

Shanghai's new manufacturing 
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hinterland, thinks Mr Faber, will be served by ports 
in Shanghai, Ningbo and Tianjin. In evidence, he 
points out that Hong Kong’s re-exports are now 
growing much more slowly than China’s own ex- 
ports. The upshot will be that Hong Kong slips into 
decline, whereas Shanghai will regain its pre-1949 
Status as Asia’s most important financial centre. 

The Shanghai bears tell a different story. The city 
has built skyscrapers and exchanges to handle huge 
growth expected in China’s capital markets. But 
those markets, the critics argue, will not develop for 
many years. Chinese banks are crippled by bad 
debts. More than one-fifth of the big banks’ loans 
are probably dud. So the Chinese government will 
not tolerate any serious competition for savings 
from fund managers and other capital-market in- 
vestors until it can restore the banks to health. 
China will take decades to replicate Hong Kong's 
free flow of information and the international stan- 
dards of its lawyers and accountants. 

Just 20% of Pudong’s office space is occupied, 
say Shanghai's critics, and a lot of the tenants had 
their arms twisted to come. Most Chinese bank 
headquarters are still in Beijing, close to the all-im- 
portant seat of communist-party power. Shanghai's 
stockmarket, alongside Shenzhen's, is growing 
quickly, but its regulator, the Chinese Securities 
Regulatory Commission (CSRC), is still based in 
Beijing and employs only two people in Shanghai. 
As for recapturing the old cosmopolitan flavour of 
Shanghainese commerce, there are more foreign in- 
vestors in Sri Lanka’s stockmarket than in China’s. 
“Shanghai's attitude was: if we're going to build a 
financial centre for 1.2 billion people, we had better 
build a big one,” says John Mulcahy, a former boss 
of the W.I. Carr stockbrokerage in Hong Kong. “It’s 
folly on a grand scale." 

Others argue that both cities have a bright fu- 
ture. Hong Kong, they say, is an international finan- 
cial centre whose regional role in Asia will grow as 
Asian finance matures. It will be underpinned by 
the 50m-strong Chinese diaspora in Asia which 
punches way above its weight across Asian busi- 
ness. This role complements the international ac- 
cess Hong Kong opens up for China. According to a 
recent book* sponsored by heavyweight Hong 
Kong businessmen, “Hong Kong is a window on 
the West for mainland China and a window into 
mainland China for the West." Shanghai, by con- 
trast, will handle domestic Chinese business, such 
as developing stock and bond markets for resident 
Chinese banks and investors. 

In other parts of the world the distinction be- 
tween domestic and international financial mar- 
kets may be breaking down, but China is a special 
case. Its currency, the yuan, is not freely convertible. 
Chinese depositors may not save in foreign curren- 
cies with foreign banks, and foreign banks are not 
allowed to compete with domestic ones for yuan 
business. Neither of these restrictions is likely to be 
lifted soon. China cannot allow competition from 
foreign banks because no sane depositor would 
choose a Chinese bank over a foreign one. This im- 
poses a sort of financial apartheid: foreigners trade 
with each other in Hong Kong, whereas locals do 
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the same in Shanghai. 

The apartheid is physical as well as financial. 
Since the return of Hong Kong last July, China has 
tightened up border controls around Hong Kong, 
helping to preserve its enclave status. Other Chinese 
cities have been watching Shanghai's extraordinary 
development jealously. Parcelling out financial 
business between Shanghai and Hong Kong is a 
pragmatic way of defusing these tensions. 


One city, two roles 


None of these arguments does justice to the com- 
plexity of Hong Kong's present position. It is trying 
to juggle two roles that are not wholly compatible. 
Hong Kong’s first line of business is as a regional 
centre for Asia. It is where more than 2,000 multi- 
national firms maintain offices and from where in- 
ternational fund managers run their Asian invest- 
ments. The Asian corporate-finance teams of 
international investment banks are mostly based 
in Hong Kong, along with the regional headquar- 
ters of the global accounting firms and legal prac- 
tices. This combination makes big Asian privatisa- 
tions easiest to put together in Hong Kong. 

Hong Kong’s second role is to channel foreign 
capital into China. Already Chinese companies 
have been flocking to Hong Kong's stock exchange 
to raise money. So far, three different kinds of com- 
pany have ventured into Hong Kong’s markets. The 
first are Chinese companies seeking a Hong Kong 
listing (so-called “H” share listings). The second, 
Chinese “window” companies, are companies that 
are incorporated in Hong Kong but whose main as- 
sets are in mainland China. The third, Chinese 
“background” companies, are also incorporated in 
Hong Kong, but have their main assets in Hong 
Kong or elsewhere outside China. The last two 
kinds of company are mostly owned or controlled 
by Chinese state and local-government entities, 
and are collectively known as “red chips”. 

This second role, as a conduit for foreign capital 
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into China, will keep growing, and may eventually chip shares until the bubble burst last October. 
dominate the financial business Hong Kong does. Some argue that the episode did Hong Kong no 
At the moment, H shares and red chipstogetherac- lasting damage because it was mainly Hong Kong 
count for 9% of Hong Kong's market capitalisation. retail investors who speculated in these companies, 
Anthony Neoh, chairman of Hong Kong'ssecurities and then got burnt. Hong Kong’s international cus- 
regulator, the Securities and Futures Commission tomers steered clear of red chips. Perhaps. But, says 
(SFC), says that about 3,000 Chinese window com- Mr Mulcahy: “The red-chip bubble was too wide- 
panies have set up in Hong Kong. China itself has spread and too deep to leave anyone unscathed. Ev- 
hundreds of thousands of state-owned enterprises. — eryone's been damaged by this." Y 
How many of these will raise capital on Hong No doubt China is keen to protect Hong Kong y 
Kong's stock exchange? "We have 650 companies from such damage in future. But everybody is still 
listed now,” says Mr Neoh. “I would expect that — learning the ropes. The first ‘H’ shares, for instance, 3 
number to double in the next five years." listed in Hong Kong only five years ago. "A steady 1 
Even Hong Kong's own publicly traded compa- flow of companies, properly authorised, is much 
nies sometimes struggle to meet international cor- better than the open house we had at one stage last 1 
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porate-governance standards, but compared with ^ year,” says Raphael Hui, Hong Kong's secretary for į 
some of the red chips they are the height of sophis- financial services. 
tication. Some of the red chips seem nothing more But the migration of Chinese companies to i 


than vehicles to enrich local Chinese politicians. Hong Kong is more difficult to control than that of 
The standard of Hong Kong investment banks’ re- people. Regional politicians who want to list their 
search on these companies is also unimpressive. window companies in Hong Kong carry a lot of 
The comparison that springs to mind, says Mr clout in Beijing. Some Hong Kong bankers blame 


Faber, is with Britain's South Sea Bubble of 1720.A the src. “They capitulated to the CSRC at every 
new-issue prospectus of that time immortally ex- — turn,” says one. That may be a bit harsh, but the pe- 


| E. 
. plained that the proposed investment was in "a culiar nature of some of the red chips—incorpo- 
| company for carrying on an undertaking of great rated under Hong Kong law, but relying for their 

advantage, but nobody is to know what it is." assets on political processes in China—is conve- 


| This sort of business has a corrupting influence nient for both sets of regulators. Each can argue that 
on the standards of Hong Kong's investment banks the resulting problems are beyond its jurisdiction. 

| which sits awkwardly with their international When Asian financial business consolidates, as 

| reputation. Until recently the red-chip game in- itis now doing in America and Europe, Hong Kong 
volved, among other things, tapping Chinese could play a much bigger role as a regional finan- 

| sources for information about future injections of cial centre. But it might also face a new threat: a re- 
assets. This fuelled tremendous speculation in red- — vitalised Tokyo. 
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Bang, pop or splutter? 


IG Bang, the name given to Japan's potentially project. It needs to be. For a start, Japanese financial Tokyo’s Big Bang 
explosive package of financial reforms, does institutions have been tightly segregated. Japan's may not be as 
not translate happily into Japanese. For bigu ban banks, insurers and securities firms, like America's, los; i 
has been precisely the handicap facing Tokyo. Its were banned from encroaching on each others ©*P+OStve as it 
finance industry has been cosseted, nannied and businesses. Unlike in America, banks were further sounds 
trussed up in red tape, and Tokyo's fortunes have split into long-term credit banks, which provided 
slumped. Will bigu ban restore them? long-term loans to industry (and had a monopoly 
| The city's decay is startling. Over ten years, the — on issuing long-term bonds), and city (ie, commer- 
volume of shares traded on the Tokyo Stock Ex- cial) banks, which took deposits and lent at floating 
| change (Tse) has fallen by 53% (see chart 9). In 1991, rates of interest. Insurers were split into those that 
the TSE boasted 125 foreign-company listings; that could underwrite life insurance, and those that 
number has halved. Some foreign-exchange trading could do the rest. 
has migrated to competing financial centres, such Although Japan deregulated its 
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as Hong Kong and Singapore. Between 1992 and finance industry in the 1970s and 
1995 (the last time the Bank for International Settle- 1980s, just as Britain and America 
ments surveyed the industry), Tokyo was the only did, it left in place more residual 
big centre whose share of global foreign-exchange controls. Some prices for financial 
trading shrank. Thanks to Japan's clumsy regula- products were determined by bu- 
tion, Singapore has managed to nab one third of — reaucrats. For example, the Minis- 
trading in Japanese stock-index futures. Fewer and try of Finance set some insurance 
fewer foreign companies and investors borrowand premiums. More than 12 years after 
save in yen. The introduction of the euro will fur- London dispensed with fixed 
ther erode the yen's status as an international cur-  share-trading commissions, and 
rency. Japan's central bank, finance ministry,banks more than 20 years after New York 
and brokers are all mired in scandals. took that step, the Tokyo Stock Ex- 

Japan has named its reforms after London's change still clings to fixed commis- 
stockmarket deregulation in 1986 but, taken at face — sions for some sorts of share trades. 
value, Japan's Big Bang is a much more ambitious Also, officials kept a beady eye on 
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new financial products. These had to be approved 
by the ministry, which banned instruments that 
have become commonplace elsewhere, such as 
over-the-counter equity options. 

Perhaps most importantly, the Ministry of Fi- 
nance was reluctant to let any bank fail, however 
weak. This, together with the mutual support that 
the banks themselves provided for each other, 
helped to create Japan’s “convoy system”, under 
which the market treated all banks as equally risky 
and therefore lent to them all at the same interest 
rate. As a result, the banks had little incentive to 
lend wisely because poor lending went unpun- 
ished by higher borrowing rates. 

These barriers to competition are now being 
torn down. Already banks may dabble in some se- 
curities businesses, such as underwriting bonds. 
Soon they will be allowed to sell a wider range of 
investments, such as mutual funds. Since October 
1996, life and non-life insurers have been allowed 
to enter each other's business. In April, the govern- 
ment scrapped fixed commissions for some share 
trading. By next year fixed commissions will be 
abolished altogether. Also in April, the government 
dismantled its specialised foreign-exchange bank 
system, throwing the business open to more compe- 
tition. Moreover, the convoy system appears to have 
been broken up: last November the government al- 
lowed Japan's 20th largest bank, Hokkaido Taku- 
shoku, to perish. 


Tennis or sumo, old boy? 


Measuring the success of Tokyo's Big Bang will be 
simple. First, the mandarins power must be 
curbed. Second, Tokyo needs to attract foreign 
bankers to rejuvenate itself because, for now, that 
task is beyond local banks and brokers. They are 
weak, corrupt, bereft of modern financial tech- 
niques and mistrusted by the Japanese public. 
Some foreign firms have already struck up alli- 
ances. For example, America's Bankers Trust last 
year announced a deal with Nippon Credit Bank 
under which the Japanese, in exchange for funnel- 
ling business to the Americans, get skills and tech- 
nology. Lots of Japanese banks want to shrink their 
loan books because they are short of capital. Foreign 
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banks have developed techniques, such as 
securitisation, to accomplish this. 

Other foreign banks have set up fully fledged 
joint ventures. The most ambitious of these, be- 
tween sBC and Long-Term Credit Bank (LTCB), was 
announced last July. The two banks have created a 
separately managed company to sell asset-manage- 
ment, investment-banking and private-banking 
services. LTCB provides the domestic sales network 
(ie, its branches) and customer relationships; SBC 
brings the know-how and its foreign sales force. It is 
whispered in Tokyo that eventually the two banks 
might even merge. 

Would any foreign banks consider an outright 
purchase? Before it folded, Yamaichi tried to find 
someone to buy it, but no foreign bank would touch 
it. Now Merrill Lynch is building a domestic retail 
brokerage from Yamaichi's remnants. "In five 
years," predicts Toyoo Gyohten, a former top minis- 
try official and now senior adviser to Bank of To- 
kyo-Mitsubishi, "foreign institutions should have a 
double-digit market share in Japanese asset man- 
agement, brokerage, underwriting and private 
banking. I would not even be surprised if their mar- 
ket share was 20%.” 

However, most foreign investment in the Japa- 
nese financial sector has been piffling so far, and 
with good reason. Alliances and joint ventures 
could quickly break down because of cultural dif- 
ferences. Some foreign bankers also shy away from 
joint ventures because they have concluded that the 
foreign partners usually end up bearing most of the 
risk. One of them reckons that if sBC's venture fails, 
"It will be finished in Japan. No one will do busi- 
ness with it" LTCB, on the other hand, will walk 
away with the asset it had to begin with: its cus- 
tomer relationships. 

Takeovers are riskier still. Lax Japanese account- 
ing standards mean that huge hidden debts might 
lurk between the lines of healthy-looking company 
accounts. It was hidden debts that did for Yamaichi, 
which helps explain why no one wanted to buy it as 
a going concern. 

Foreign banks are also asking themselves 
whether a big investment in Japan would be profit- 
able. Japanese banks are certain to expand their in- 
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vestment-banking divisions quickly, driving down 
margins for everyone. And investment banks have 
suffered now that commissions have been abol- 
ished. Commissions on big share trades have al- 
ready fallen sharply and most Japanese brokers are 
losing money. In the run-up to London’s Big Bang, 
foreign banks bought large numbers of British 
stockbrokers, but within just a few years most of 
these had been sold again or shut down. 

Japanese bankers worry about the “Wimbledon 
effect”: Tokyo might become a world-class centre, 
but all the big hitters would be foreign, just as in the 
City of London. Thierry Porté of Morgan Stanley in 
Tokyo thinks that foreigners need to master a differ- 
ent sport: sumo wrestling. Like sumo's successful 
Hawaiian wrestlers, says Mr Porté, sensible foreign 
banks will build their business carefully and 
slowly, and work their way up the ranks. 

But what about that indispensable first measure 
of success, curbing the mandarins’ power? The fi- 
nance ministry has indeed taken a pounding from 
a series of well-publicised corruption scandals. Top 
officials have been accused of taking bribes from 
the banks they regulate. The politicians now want 
to split the ministry into two, hiving off its regula- 
tory powers into a new body, to be called the Fi- 
nance Agency. 


After you; no, after you 

Meanwhile, there are signs that the convoy system 
is still sailing. Japan’s banks, with heaps of bad 
loans, dangerously little capital and nervous depos- 
itors, are teetering on the edge. Earlier this year the 


government pledged up to ¥30 trillion ($230 bil- 
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pan's banks and its deposit-insurance fund. At the 
start of this year the ministry tried to encourage Ja- 
pan's strongest banks to agree to an injection of 
public funds. This makes sense, reckoned the opti- 
mists. Even the strongest banks were short of capi- 
tal. By recapitalising these strong banks, the govern- 
ment would be able to close the weakest ones, 
whose good assets could then be bought by the 
strong banks with their extra cash. 

However, it turned out that this was not quite 
what the government had in mind. Instead, after 
the collapse last year of Hokkaido Takushoku and 
Yamaichi, Japan’s fourth-largest broker, the govern- 
ment seems to have convinced itself that it must 
prevent any further big bankruptcies at all costs. 

The ministry wanted the strongest banks to ap- 
ply for public funds because, if the weak ones had 
stuck their hands in the air first, other banks would 
cut their credit lines and close them down. The 
strong banks, for their part, did not want the stigma 
of going first. The happy resolution of this impasse? 
In March, all 21 of Japan’s biggest banks applied for 
identical sums of public cash. “The pendulum has 
been swinging back,” says Shijuro Ogata, a former 
adviser to Yamaichi. “Everyone has been surprised 
by the huge impact the bankruptcies have had.” 

During the Meiji restoration of the late 19th cen- 
tury, some Samurai dressed in western clothes and 
danced to waltz music. They did this not because 
they particularly liked waltzing or loved the clothes, 
but because they wanted to please foreigners. For all 
its apparent ambitions, Japan still wears its finan- 
cial reforms like an ill-fitting suit. Unless it tries to 
embrace these reforms whole-heartedly, Tokyo will 
miss out. 





Border control 


EN FINANCE goes global, the banks and brokers 
who once grubbed about in their backyards 
for business now want to straddle the world. This 
survey has argued that these firms are trying to con- 
centrate their global activities in a handful of inter- 
national financial centres. But this requires them to 
do business across national borders and different 
jurisdictions. Often, regulators and protectionists 
stand in their way. 

The creation of international financial centres 
requires two main ingredients. First, markets must 
be global. Foreign exchange is an excellent example 
ofa global market. The market is spread among lots 
of different cities. Between them, London, New 
York and Tokyo account for 58% of global foreign- 
exchange trading. Singapore, Hong Kong, Zurich, 
Geneva, Frankfurt and Paris together make up an- 
other 27%. Sydney, Copenhagen, Toronto, Brussels 
and Amsterdam take care of most of the rest. Banks 
in all of these cities belong to one market. They 
trade with each other using the same systems (either 
Reuters or EBS), at the same prices, and they ex- 
change the same legal contracts. 

The second ingredient is that banks must be al- 
lowed to do business with each other across na- 
tional jurisdictions. No one tries to bar Chase in 
New York from exchanging dollars for p-marks 
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with Commerzbank in Frankfurt. That is because, 
although foreign-exchange banks and brokers are 
regulated, the market itself is not. It is a quality it 
shares with other "over-the-counter" markets, such 
as the international-bond markets, bits of the 
money markets and markets for some kinds of 
derivatives. 

A second set of financial markets is made up by 
those that are traded on exchanges, such as stock 
and futures exchanges. But exchanges handle other 
sorts of trading too, such as commodities and, in 
some countries, bonds and foreign exchange. Al- 
most all of these markets are regulated by national 
authorities, operating in national jurisdictions un- 
der national laws. As things stand, it will be much 
more difficult to create global exchange-traded 
markets, handled by global banks from a handful of 
international centres. 

America gives a flavour of the sorts of barriers 
regulators are erecting against globalisation. The Se- 
curitiesand Exchange Commission (SEC), America's 
chief markets watchdog, has taken a hard line to- 
wards foreign electronic exchanges. It has inti- 
mated that if these exchanges recruit remote mem- 
bers in America, thus planting their screens in 
American soil, they must submit to regulation by 
the sec. But that would impose an intolerable bur- 





Capital moves 
freely between 
financial centres, 
but businesses do 
not. Protectionists 
and regulators are 
to blame 
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den. For example, it would probably require all 
companies listed on foreign exchanges to comply 
with American disclosure standards, the toughest 
in the world. Officially, therefore, not a single for- 
eign stock exchange operates in America. 

The sec has begun casting around for alterna- 
tives to this unwritten policy. In a paper published 
last summer, it suggested that it might let in foreign 
exchanges policed by regulators who meet Ameri- 
can standards. It also mused that, instead of regulat- 
ing foreign exchanges, it could regulate companies 
that provide electronic access to them, such as Reu- 
ters. This last suggestion is a shot across the bows of 
access-providers. Some are said to have hooked up 
American brokers and investors directly to foreign 
exchanges already, thus irking the sec. The threat of 
SEC regulation will put a swift stop to this. 

The sEC's paper does briefly consider the merits 
of allowing entry into America for foreign ex- 
changes with tough home regulators, but soon won- 
ders aloud whether "trading on a foreign market 
may be indistinguishable from trading on a domes- 
tic market. These similarities could lead many in- 
vestors to expect that such trading would be subject 
to the same protections provided by the us securi- 
ties laws." 

There is one example of a foreign exchange that 
offers direct access in America: Germany's futures 
exchange, the DTB. The DT is policed not by the sec 
but by a different regulator, the Commodities Fu- 
tures Trading Commission (crrc), which much to 
the sEC's annoyance allows the pts to offer “ap- 
proved derivative instruments" on its American 
computer screens. (The CFTC must approve every 
contract that American futures exchanges want to 
trade.) However, the pTB may not offer its futures 
contract on Germany's DAX stockmarket index in 
America, nor its equity options on German com- 
pany shares, because these products fall under the 
SECS jurisdiction. 

In a letter last October to the sec, Deutsche 
Borse, the company that owns the DTe, argues that 
foreign exchanges which make their screens avail- 
able only to professional American investors and 
brokers ought to be granted exemption from sEC 
regulation. Britain's Treasury, for instance, makes a 





judgment based on this distinction when assessing 
whether Britain's regulators should police foreign 
exchanges that have screens in Britain. 

Deutsche Bórse points out that these investors 
can already trade freely on foreign exchanges. At the 
moment, however, they must do so using lots of in- 
termediaries. They might call their New York bro- 
kers, who then call friendly London brokers, who 
then call their Frankfurt contacts, who then place 
the trade, for instance. Direct access cuts out these 
costs. But in its paper the sEC makes no distinction 
between sophisticated professional investors and 
retail investors. 

Tradepoint, a British electronic stock exchange, 
has filed a request with the sec to provide direct 
access in America. It may squeeze in without incur- 
ring SEC regulation under a “low-volume exemp- 
tion”. The sec uses this, for instance, to excuse the 
electronic Arizona Stock Exchange from classifica- 
tion as an exchange (and all the regulatory require- 
ments that entails) because it does not do much 
business. In effect, the Arizona exchange can stay in 
business so long as it is not too successful. 


Mutual attraction 


The European Union has spent a good part of the 
past two decades trying to reconcile the claims of 
national regulators and global financial markets. It 
has tried two different approaches. The first is dear 
to EU bureaucrats’ hearts: harmonisation. If na- 
tional regulators harmonise their rules and stan- 
dards, banks and exchanges can expect the same 
regulatory treatment wherever they offer their ser- 
vices in Europe. That keeps regulators happy too: 
their standards apply everywhere. One product of 
this approach, for instance, is Europe’s capital-ade- 
quacy directive, which applies common European 
standards to the amount of capital banks and bro- 
kers must have. 

The second tack the Eu tried was mutual recog- 
nition of each other's regulatory regimes (and differ- 
ences) Thus, the Eu’s second banking directive 
granted banks a “single passport" so that they can 
offer their services throughout the Eu without in- 
curring regulation from lots of different jurisdic- 
tions. That led to the development of distinctions 
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between a "home" regulator, who keeps an eye on 
the soundness of the bank, and a “host” regulator, 
who is concerned only with the bank's business 
practices. Host regulators must recognise the com- 
petence of home regulators. 

With the benefit of hindsight, it seems clear that 
harmonisation, although quite useful in some ar- 
eas—such as aligning accounting and disclosure 
standards—holds limited appeal. European coun- 
tries have found it difficult to agree on common 
standards. Sometimes there is no single "correct" 
standard on which to agree. Some of the common 
rules on which the Eu did reach agreement quickly 
went stale. For instance, at precisely the time when 
the capital-adequacy directive came into force in 
1996, regulators were busy amending an interna- 
tional accord on bank capital to allow banks more 
freedom to judge their own risks (and hence capital 
requirements). The Ev directive had to go straight 
back to the drawing board. 

Also, regulatory harmonisation is easily hi- 
jacked by special interests. One Eu squabble was 
over how soon banks must report their share trades 
to stock exchanges. At the time, the London Stock 
Exchange had won a lot of business from continen- 
tal exchanges, partly because its reporting require- 
ments were less strict. But back home it was under 
fire from one of Britain's antitrust authorities, the 


Office of Fair Trading, for being too lax. So at home 
Britain was tightening its requirements while in 
Brussels it was arguing for loose rules. Conversely, 
France argued for tight requirements in Brussels 
while loosening them at home to win back business 
from the London exchange. 

Mutual recognition causes problems too. The 
biggest is that good regulators must rely on the work 
of bad ones. “Mutual recognition is very radical,” 
says Mr Steil of the Royal Institute of International 
Affairs. "Naturally, lots of European countries are 
terrified by it" What makes it attractive neverthe- 
less is that regulators do not get involved in the per- 
ilous process of choosing the "right" standards. 
America's SEC and other securities regulators might 
do well to take a second look at its benefits. 

There is another solution. Regulators could stop 
policing exchanges altogether, and concentrate 
their efforts on simply regulating banks and bro- 
kers instead. Certainly, there is much less of a case 
for regulating exchanges than there once was, be- 
cause retail investors, for whose protection the rules 
were designed, now mostly invest in the stockmark- 
et via professional fund-management firms. As Mr 
Steil points out: "We don't worry about our citizens 
not getting food because our supermarkets are not 
regulated. Yet eating is a bit more important to life 
than buying shares." 





On top of the world 


IENNA wants to be Central Europe's financial 

capital. Stockholm has its eye on the Baltic 
states. Kirgizstan fancies itself as the Switzerland of 
Central Asia. Around the world, no self-respecting 
politician lacks a plan to turn his city into a capital 
of finance. 

This survey has argued that, for most cities, these 
are pipedreams. In future, the world will get by with 
just a handful of financial centres. In America and 
Europe, this geographical consolidation has al- 
ready run part of its course, though it still has fur- 
ther to go, especially in Europe. New financial tech- 
nologies and improved communications are 
helping it along. So is the globalisation of borrow- 
ing and investing, which is turning domestic finan- 
cial products into international ones. Their devel- 
opment, marketing, sale and trading all require co- 
ordination from the centre. 

The globalisation of banking, fund manage- 
ment and investment banking helps too, by shrink- 
ing the number of big players in these industries. 
Firms unable to adjust to the challenges of global- 
isation are dropping out of the race. Most of them 
are based in financial centres that do not handle 
much global business. Europe still has many such 
centres. The introduction of the euro next year will 
cut a swathe through them. 

Which centres will win out? Asia is the toughest 
call. Financial business in the region is still scat- 
tered. The technology is mostly in place, but in- 
formation travels badly. Take share repurchases, of 
which the region has seen plenty recently. Fund 
managers like to keep a beady eye on these because 
they are often a good indication that companies 
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think their shares are cheap. In developed markets 
such as Britain and America, exchanges must dis- 
tribute information on share repurchases via wire 
services such as Reuters. In some parts of Asia, such 
transactions are banned; in other parts they are un- 
regulated; in yet others they are regulated but the 
rules are not enforced. This valuable information 
therefore leaks out locally, via tips and rumours. To 
gather it, banks need a local presence. A typical ex- 
ample is the way Jardine Fleming divides up its 
staff in Asia: the bank has 1,300 in Hong Kong, 600 
in Sydney, 400 in Taipei, 230 in Bangkok, 200 in 
Kuala Lumpur, 190 in Tokyo, 140 in Jakarta and 
smaller numbers scattered here and there. 

The investment-banking industry is also less 
settled in Asia. In America, the best investment 
banks are all based in New York. In Europe, these 
American houses choose London, as do their stron- 
gest European rivals. In both regions, the best 
houses are well-established. In Asia, although Euro- 
pean and local Asian banks are better established at 
the moment, American investment banks may well 
come out on top eventually. They were less exposed 
to Asia’s financial crisis last year, and can fund ex- 
pansion from the huge profits they are making at 
home. How the different banks fare will help to de- 
termine which centres will emerge triumphant in 
the end. This survey has picked out the three most 
obvious candidates: Hong Kong, Tokyo and Shang- 
hai. Of the three, Hong Kong seems the likeliest win- 
ner, but all three face big challenges. 

The picture is clearer in America. Bar Chicago, 
New York has no serious rivals. Thanks to the grow- 
ing popularity of electronic trading, even the busi- 
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nesses Chicago handles are likely to migrate to New 
York eventually. But New York may be hard-pushed 
to win a big slice of international financial busi- 
ness—the sort that increasingly determines the rise 
and fall of financial centres. For that, blame its fi- 
nancial regulators. America's regulators often make 
little distinction between wholesale financial mar- 
kets and retail finance, leading them to over-regu- 
late the wholesale markets. This problem is aggra- 
vated by the country's chaotic regulatory structure. 
Whereas other countries are busy streamlining 
their regulators, America seems stuck with what it 
has got. This not only makes doing business in New 
York more costly but also—and more impor- 
tantly—restricts bankers' freedom to innovate. 


Europe in the ascendant 


So far, the size and sophistication of demand for 
financial services in America has outweighed these 
drawbacks. But that advantage will not last: Eu- 
rope's capital markets are developing quickly. If the 
16-year bull market were to come to a halt, the shine 
could soon fade from America's domestic business. 
Like Tokyo in the 1980s, New York is a boom town 
driven by exuberant domestic markets. And like To- 
kyo, its deficiencies will surface only when the 
boom turns to bust. 

So what about London? As this survey has 
shown, in some areas the City has lost its leader- 
ship. Frankfurt's financial exchanges are in better 
shape, and it is Frankfurt, not London, that is mar- 
shalling the consolidation of Europe's financial in- 
frastructure. The next step will be global consolida- 
tion. That requires sophisticated new technology, 
an area in which Stockholm, among others, has 
carved a profitable niche for itself. If the Deutsche 
Börse wins out in Europe, it will become a leader in 
the global game too. Because of computer trading, 
however, a competitive exchange is no longer quite 


such a make-or-break factor for a financial centre. 

On the other hand, London has most of the in- 
gredients essential for success. Thanks to its mix of 
skills and its liberal regulators, it attracts the hub 
businesses which must be done in financial centres, 
such as putting together complicated international 
privatisations, advising on international mergers 
and acquisitions, and packaging and floating debt 
and equity issues in the international capital mar- 
kets. Thanks to its low costs, London also attracts 
lots of businesses that might otherwise leave big 
centres altogether. Between 1992 and 1995, it was 
the only big financial centre to increase its share of 
global foreign-exchange trading, from 28% to 31%. 

In many of the world's emerging global finan- 
cial markets, London already acts as the central 
hub. Global bond issues, for instance, are co- 
ordinated in London. Banks use their branches in 
other financial centres, say Tokyo or Hong Kong, for 
spoke operations such as marketing and sales. In 
the global bond market, New York acts merely as 
the biggest spoke. 

True, America's investment banks are in great 
shape, but that is partly because they justifiably 
think of themselves as global businesses, not Ameri- 
can ones. One day the Americans might even 
choose to run their global investment-banking op- 
erations out of London. The idea is not so outland- 
ish. Besides the time-zone advantage, they would be 
basing themselves in a region where demand for 
their services is growing rapidly. America, on the 
other hand, is a mature market. 

London has had all kinds of dubious praise 
heaped upon it recently. Its chefs cook the tastiest 
food; its pop music is indeed popular; its fashion 
designers are the most stylish. Having the most dy- 
namic financial industry does not sound quite so 
much fun; but being at the world's financial centre 
certainly produces handsome returns. 
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"do merge or not to merge? Does scale matter? Are you in 
control of your firm's risks? Is the Internet for you or 
against you? How are customer requirements changing? 
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questions. Never have the barriers between firms in differ- 
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developed strategic thinking will seize the initiative in this 
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Ahead-of-the-curve, above the noise 
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think the unthinkable. Strategic Finance, published 
quarterly, explains the deeper trends behind the developments 
in the industry. It is the first publication written with a truly 
global perspective that enables financial services executives at 
the highest levels to make well-informed strategic decisions. 

From growth strategies to risk management techniques to 
critical technology issues, Strategic Finance provides you 
with analyses of the thoughts and actions of your profession- 
al colleagues—the leaders of financial services companies. 

Each quarterly issue of Strategic Finance will give you 
better insights into: 


To order, complete this form and send it to the Economist Intelligence 
Unit office nearest you (see bottom of this page for addresses). 


[C] Please place my advance order for an annual subscription to 
Strategic Finance (published quarterly) for US$1,495. | understand 
that I will receive the first issue in June. 





Company 





Gry State/Country 


ee EL iua iy ae) eet) A 7 ne eee 
aan. 7-4. uc > Fic hic AR ae ae 
[L Please pro forma invoice me (reports to be sent upon receipt of payment). 









e Opportunities afforded by the convergence of the industry 

e Industry trends and market potential in both developed 
and emerging markets 

e New technologies and their impact on processes and 
return on investment 

e New perspectives and techniques in risk management 

e New challenges on the CEO's agenda: the first issue exam- 
ines the process of setting internal strategy to grow exist- 
ing businesses 


What you will read in the first issue 


m How the CEO can pick the right person to be chief tech- 
nology officer 

a Insights into the strategy of the newly created Citigroup, 
including comments from Sanford Weill 

a A new framework to govern financial services firms’ levels 
of regulatory capital and responses from Stephen Ross of 
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industry compiled from primary data and a forecast for 
revenues in 2010 
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Local difficulties 


Local-government leaders dream of regaining the influence and indepen- 
dence that councils once enjoyed. Fat chance 


NOTHER local election, another vic- 
tory for the Apathy Party. Barring a 
miracle, only about 40% of the electorate 
will have voted in the elections to 166 coun- 
cils in England which were held on May 
7th, as The Economist went to press. Coun- 
cillors often blame this lack of public inter- 
est on the relentless salami-slicing of their 
powers and financial independence by 
successive governments. They look up at 
the oil paintings of their illustrious Vic- 
torian predecessors hanging in the council 
chamber, and feel a twinge of envy. 

From the late 19th century on, powerful 
civic leaders created most of today’s public 
services—financing them mainly from lo- 
cal taxes and charges. They still run educa- 
tion and social services, and have a 
host of other duties, from street 
cleaning to planning controls. But 
many services have slipped from 
their grasp over the years (see table 
on next page). And, despite this, they 
now rely on central government for 
80% of their funding. 

Given the Labour Party’s cham- 
pioning of local democracy while in 
opposition, councillors had high 
hopes of a renaissance once Labour 
got into government. So far, though, 
there is little sign of this. Sir Jeremy 
Beecham, chairman of the Local 
Government Association, says he re- 
mains “reasonably optimistic”, but 
also admits to several disappoint- 
ments. On the one hand, the govern- 
ment is increasing councils’ role in 
economic development and restor- 
ing some of their influence over 
grant-maintained schools (ones 
which opted for central-government 
funding). However, ministers have 
watered down their commitments 
to stop setting limits on council bud- 
gets and to restore local control of 
business rates (commercial-property 
taxes). Ministers will retain a reserve 
power to cap councils’ spending, 
and will allow only small local varia- 
tions in business rates. 

Furthermore, Labour ministers 


THE ECONOMIST MAY 9TH 1998 


m 
: HG) 
"eo NEW LON 
b 4 L/ > TA . tn © DEUS e WS ` ' Fo 
ENE © A KON PAST] ACO) 


faye 2) ae -— —— 
XS ZO: 4 ` 
i ~ 


have quickly adopted the centralising hab- 
its of their Tory predecessors. David 
Blunkett, the education secretary, is taking 
powers to force councils to close failing 
schools and, in extreme cases, to send in 
“hit squads” to take over their entire educa- 
tion departments. Government inspectors 
are being sent in to councils’ education and 
social-services departments. And, despite 
the promise of a new role for councils in 
economic development, the £5 billion ($8.3 
billion) welfare-to-work programme is be- 
ing run by the Employment Service, a cen- 
tral-government agency. 

Councils’ powers may be sapped fur- 
ther by ministers’ schemes to create educa- 
tion and health “action zones”. Some edu- 
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cation action zones may experiment with 
transferring councils’ functions to private 
contractors. And some health action zones 
will try switching some social services from 
councils to the National Health Service. 
The idea is that people with social prob- 
lems often also have health problems, and 
the lack of co-ordination between NHS staff 
and social workers leads to wasted re- 
sources and poor service. 

Though it is frequently argued that Brit- 
ain already has an over-centralised form of 
government, the experience of continental 
countries suggests that it is fairly typical. 
Gerry Stoker, professor of government at 
Strathclyde University, says that councils 
in Italy and the Netherlands raise only 
about 10% of their budgets locally. In Ger- 
many, Spain and France it is less than half. 
And even in Scandinavian countries, 
where at least half of council spending is 
raised locally, national governments im- 
pose strict rules on how much councils 
spend on key services such as education, 
and on what services are provided. 

In America, councils raise most of their 
own money but this leads to big variations 
in the level of public service between rich 
and poor towns and cities—some- 
thing that would probably be unac- 
ceptable in as small a country as Brit- 
ain. In fact, for all the char- 
acterisation of ministers and 
Whitehall officials as control-freaks, 
one of the main reasons why most 
council spending is funded centrally 
is to ensure that vital services reflect 
local need, rather than simply the 
size of the local tax base. 

In any case, not all of the powers 
removed from councils have been 
taken to the centre. Many have been 
devolved further, to individuals. 
People now buy their electricity, gas 
and water directly from utility firms 
without any intermediation by local 
government. The same is true of 
polytechnics (now known as “new 
universities”) and colleges, even 
though their courses are subsidised 
by the state. If anything, this process 
is likely to be extended. As private 
health-clubs proliferate, people may 
stop looking to councils to provide 
gyms and swimming pools. And if 
parents were given vouchers to 
spend on the school of their choice— 
as in some American cities—coun- 
cil involvement in education 
would be cut further. 

Councils would be in a better po- 
sition to reverse the erosion of their 


63 


» i aie ie St ne a i 


rU NEAN £4 


BRHAIN ^77 


powers if they did more to convince the 
public of the virtue of having a local, demo- 
cratically elected body to tailor services to 
local needs. However, new research by aca- 
demics at Glasgow and Strathclyde Univer- 
sities indicates that people have, at best, 
mixed feelings about their local council. 
They think that the central government has 
too much control over local services. But 
they do not want to give councillors more 
power, and 70% said they did not really 
care who ran public services as long as they 
were run well. 

So councils clearly need to whip up a 
bit more enthusiasm among voters. Creat- 
ing a greater sense of public participation 
might help. Some councils are already 
experimenting with "citizens' juries", and 
the government is considering the intro- 
duction of local referendums-for in- 
stance, to decide on the level of council 
taxes. To make it easier to vote, elections 
may be held at weekends and polling 
booths may be put into supermarkets. 

Ministers are also in favour of Ameri- 
can-style directly elected mayors, which 
would make it easier for the public to iden- 






The blues 
66 BURGLARY was committed re- 
cently at Manchester City’s 
ground, and the entire contents of the tro- 
phy room were stolen. Police are looking 
for a man with a blue carpet.” At Man- 
chester City football club, gallows hu- 
mour set in long ago. The club has grand 
traditions, a huge following and an awful 
team. On May 3rd City were relegated to 
the second division of English football 
(oddly, the third tier}—a once unimagin- 
able indignity. 
Blues fans have a masochistic streak a 
| mile wide. The worse the team gets, the 
keener they become. In 1995-96, their 
| most recent season in the top division, 
the premiership, City’s average crowd was 
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Power failure 


Services removed from local-council control 
Prisons — w 1872 
Major roads EE d 
Gas, electricity . 1947 
Hospitals — 1948 — 85 
Senior criminal courts | 1973 i 
Water & sewerage 1974 
Ambulances a n 1974 A 
Police, fires — 58 1986 onwards 
Local airports — 1987 —— 
Polytechnics — — à $1989 — — 
Grant-maintained schools | 1989 onwards 
Further-education colleges 1993 | 


“Some areas only 
Source: Department of Environment, Transport and the Regions 





tify with their local authority. As The Econ- 
omist went to press, Londoners were voting 
in a referendum on whether the capital 
should have an elected mayor—the answer 
was expected to be yes. High-profile city 
bosses might raise the profile of local gov- 
ernment in general. And directly electing a 
mayor might also lead to better decision 
making than the existing, cumbersome sys- 





27,941. This season, as the team sunk ever 
lower, the average gate was actually 
higher, at 28,197. City get bigger crowds 
than half the teams in the top division. 
Dave and Sue Wallace, editors of King of 
the Kippax, a City fanzine, say that new 
supporters’ clubs are springing up all the 
time. “One young couple come from Has- 
tings [250 miles away]" reports Mrs Wal- 
lace. “They look quite intelligent, yet they 
come to every game, no matter what they 
throw at them.” 

True, not all City fans have endured. 
One ran onto the field after one defeat 
and tore up his season ticket in disgust. (It 
is said that the bits were posted back to 
him, with the message: “Why shouldn't 
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tem of government by committee. (Though 
it also risks putting too much power on one 
person’s shoulders.) 

But even if such measures succeed they 
are unlikely to reverse the tide of history 
that has swept away so many of councils’ 
powers. And anyway, it might not be so bad 
if they lose a few more. Surveys show that 
there is great public confusion over which 
bodies provide which public services. If 
councils had a more focused range of ser- 
vices—especially ones for which the case for 
local democratic oversight is strongest, 
such as parking control and planning per- 
mission—then it would be easier for the 
public to understand what they were vot- 
ing for. That, in turn, might make them 
more inclined to vote. Also, most of the gov- 
ernment’s grants to local councils in effect 
pay for education and social services, 
which are increasingly subject to national 
control. If they lost one or both of these, 
they would become largely self-financing, 
thus strengthening their argument that 
ministers should keep their noses out of 
what is left. 





you suffer with the rest of us?") And re- 
cently, admits Mrs Wallace, like any fam- | 
ily in turmoil, fans have started squab- | 
bling among themselves—“about the © 
right way to look after a dying relative." | 
But most put up with it. Why? | 
One reason, suggests Mrs Wallace, is a 
sort of “English wartime spirit". Another, 
thinks her husband, is a desire to be there 
on The Day It All Changes—although “I’m 
not sure that it will”. And a third is defi- | 
ance ofa footballing and commercial ma- | 
chine called Manchester United. | 
| 
| 
| 






In recent years Manchesters other 
club has been England’s most successful, 
attracting fans from all over the world. 
City fans despise the followers of United 
as rootless glory-hunters. They pride 
themselves on being real Mancunians, 
and for years have had no glory at all. 

In fact, all City’s steps are taken in 
United’s long shadow: a new book by 
Colin Shindler, a City fan, is called simply | 
“Manchester United Ruined My Life" | 
(published by Headline; £14.99). When 
City won the English championship in 
1968, United went one better, by becom- 
ing champions of Europe. And last week- 
end, when United were denied a third 
successive premiership title by Arsenal, | 
any enjoyment City fans might have de- 
rived was overshadowed by their own 
team’s relegation. 

With such support, surely City will 
rise again? Probably. But take a glance at 
next season’s fixtures. Blackpool. Burnley. 
Preston North End. All are pygmies now. 
But all, like City, were giants once. 


————— L ee PR | 
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Scottish politics 
Coming unstuck 


EDINBURGH 


LEX SALMOND, the Scottish National 
Party (SNP) leader, had good reason to 
grin broadly this week. After decades of en- 
during also-ran minority-party status in 
British politics, opinion polls now say that 
the SNP could emerge as the majority party 
in the elections to the Scottish parliament 
due in May next year. 

This heady prospect—of the Scottish 
Nationalists not just getting their hands on 
the £15 billion ($25 billion) budget to run 
the country's devolved public services, but 
also being able to think about actually 
achieving independence—beckons be- 
cause of an opinion poll published in the 
Herald newspaper on May 6th. It found 
that 41% of Scots planned to vote for the 
SNP in the Scottish elections and only 36% 
for Labour, the first time in over 20 years 
that the sNP has been ahead of Labour in 
any opinion poll. 

This is no rogue poll either. It fits in 
with a trend since the devolution referen- 
dum last year of steadily rising poll support 
for the Nationalists. It also tallies with a 
clutch of recent local council by-election re- 
sults where the sNP has snatched up La- 
bour-held seats. Not surprisingly, Donald 
Dewar, the Scottish secretary, who up to 
now had seemed a safe bet as Scotland’s 
prime minister in the parliament which he 
masterminded, is rattled. 

Goaded by his equally worried Scottish 
colleague, Gordon Brown, the chancellor, 
Mr Dewar has set up a Labour committee of 
Scottish Office and other ministers with 
Scottish seats, such as John Reid, a junior 
defence minister and a Blairite, to see off 
the Nationalist threat. They reckon that 
people will become less keen on Mr 
Salmond when the costs of independence, 
such as the loss of British civil-service jobs 
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based north of the border, are spelled out. 

Yet such tactics may miss the mark. 
Other polls indicate that it is not the lure of 
independence which is causing people to 
flock to the snp. An ICM poll published on 
May 3rd showed that only 33% of Scots 
wanted independence (see chart). Neither 
is dissatisfaction with Labour the main 
cause—only 23% thought that Mr Dewar 
was doing a bad job. John Curtice, a pse- 
phologist at Strathclyde University, thinks 
that the sNr's rise in the polls may simply 
reflect the popularity of Mr Salmond and a 
feeling that the snp is the most Scottish- 
sounding party. 

At a press conference on May 6th, SNP 
spokesmen appeared to agree, publishing a 
campaigning leaflet presenting themselves 
as "Scotland's party for Scotland's parlia- 
ment" and jibing that Labour took its or- 
ders from London and its policies from the 
Tories. But they were oddly reluctant to say 
how hard they will press for a referendum 
on independence once the parliament is 
elected, saying only that a pledge to hold 
such a referendum would be an “integral” 
part of their manifesto. Persuading people 
to vote for the SNP, it seems, is one thing. But 
cajoling them to vote for independence 
will be a lot harder. 





Economists 


Doctored 


N ANY list of the great names in the his- 

tory of economics, there is sure to be 
more than a sprinkling of Britons—from 
Adam Smith to Ricardo, Marshall, Keynes 
and Hicks. But British economics dons are 
asking themselves an uncomfortable ques- 
tion: where are their successors coming 
from? And who is going to teach them? 

The number of Britons taking master's 
degrees—generally regarded as the mini- 
mum qualification for professional econo- 
mists—is holding up. But the number going 
on to doctorates is falling. Andrew Oswald, 
an economics professor at Warwick Uni- 
versity, says that the top ten economics de- 
partments in Britain now average only one 
new British doctoral student a year. 

In 1997 the Economic and Social Re- 
search Council (ESRC), which finances the 
studies of about a quarter of Php econom- 
ics students, handed out 33 awards. British 
students took only 16—the rest went to stu- 
dents from the European Union. The Brit- 
ish share of applications for awards also 
fell below half for the first time, from 58 out 
of 100 in 1995 to 31 out of 84 in 1997. 

In Keynes's day, none of this would 
have mattered—the great man had but one 
degree, in mathematics. But the ESRC is suf- 
ficiently concerned about all this to be 
planning a study of why the number of 
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would-be rhos is falling. 

The obvious answer is pay. The starting 
salary for a university lecturer, with a doc- 
torate in economics, is, at best, £20,000 
($32,4.00) a year. Yet in the City of London, 
economists with only master’s degrees can 
expect to start on nearer to £30,000—and 
comfortably more than that if they have a 
few years’ experience in the Bank of Eng- 
land or the Treasury. Indeed, a Php usually 
adds nothing to an economist's earning 
power in a City firm, unless it is in a sought- 
after area such as econometrics (high- 
powered number-crunching). 

The growth of economic consultancy 
has provided another career path, drawing 
economists away from academe. Behind 
this, says Simon Gaysford of London Eco- 
nomics, a consultancy, lie two things. One 
is privatisation, which in effect forced com- 
panies to hire experts on economic regula- 
tion. As privatisation has spread across the 
world, so British economists have found 
that expertise gained at home is highly mar- 
ketable. Second, because antitrust cases 
now turn on economic as well as legal argu- 
ments, companies are paying big fees to 
economists as well as lawyers. 

Besides the pay gap, academic life is less 
secure than it used to be: staff who would 
once have had tenure are as sackable as 
anybody else. Also, says Dieter Helm—who 
is an Oxford don as well as director of 
OXERA, à consultancy—the burden of pa- 
perwork and lack of research funds are ex- 
tra reasons not to become an academic. 

The market for economists works far 
better outside the universities than it does 
inside them. The scarcity of top professors, 
says Professor Oswald, is now driving their 
salaries up; but the cartel of university 
bosses has succeeded in keeping the lid on 
junior dons' pay. Meanwhile, the City and 
the consultancies pay up. This may be lu- 
crative for the current generation of econo- 
mists. Who will educate the next genera- 
tion, though, is an unanswered question. 
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| stroke of salary, car and prestige. 


| July. But there are some sackings 


Into the reshuffle season 


IRST, a confession. As reshuffle season approaches for both 

Labour and the Tories, this column does not yet know who 
the victims are to be. This is not for want of trying. Bagehot has 
besieged the spin doctorate. Its lips—like, presumably, the fates 
of the relevant ministers—are for once sealed. He has lavished 
food and drink on the usual suspects. They sip his claret and 
keep their counsel. He has even taken to loitering around the 
House of Commons in the hope of overhearing a stray rumour. 
These exertions are to no avail: nine out of ten people in the 
Palace of Westminster this spring are schoolchildren from 
France and Germany. To make a painful story short, if you want 
to know definitively whose neck is on Tony Blair's or William 
Hague’s chopping block, you may 
as well stop reading here. 

Why, though, bother to reshuf- 
fle at all? It is not enough to answer 
that this is just one of the things 
that prime ministers are expected 
to do, although between the lines 
their memoirs suggest that it does 
indeed give them a curious sat- 
isfaction. How Margaret Thatcher 
hated—simply hated—cutting 
short the careers of troublesome 
ministers and depriving them ata 


For this reason, she says, she used 
at first to do her reshuffles in Sep- 
tember so that her victims could at 
least enjoy a long summer recess 
before hearing the bad news. Only 
when she learnt that this merciful 
tactic merely caused a long sum- 
mer of reshuffle speculation in the 
press did she see the merit of get- 
ting the carnage out of the way in 


she seems positively to have rel- 
ished. On hearing the news of his 
dismissal, she says, lan Gilmour 
“was—I can find no other word for 
it-huffy". As for Christopher 
Soames, the grocer's daughter from 


| Grantham records with undisguised satisfaction that this con- 


summate Tory grandee reacted to her sacking of him as if the 
natural order was being violated and he was being "dismissed 
by his housemaid”. 

It goes without saying that atavistic emotions such as class 
revenge or the sheer joy of exercising absolute power are wholly 
alien to the character and political philosophy of Britain's 
present prime minister. Mr Blair will not reshuffle his cabinet 
for any such old-fangled reason. Besides, his cabinet contains no 
thorn—such as Mrs Thatchers “wets” or John Majors “bas- 
tards"—that he longs to pluck from his flesh. There are some peo- 
ple, Mrs Thatcher conceded, whom it was better to bring into the 
cabinet because they would make even more trouble on the out- 
side. Harold Wilson once said that his greatest achievement was 
merely to have kept the parliamentary Labour Party in one piece. 
Mr Blair, soaring presidentially above both Parliament and 
party, has no such worries: the biggest rebellion he has endured 
so far—the defection of 37 members who disliked the cut in wel- 
fare benefits for lone parents—was at most an inconvenience, 





never a danger. Potentially dissident voices in the cabinet—those 
of John Prescott, David Blunkett and Frank Dobson—have not 
yet been raised in anger against the New Labour project. 

Of course, reshuffles also allow under-performers to be 
weeded out. Gavin Strang, the transport minister, and David 
Clark, the public-services minister, are said to be vulnerable on 
this score. So is Harriet Harman, the social-security secretary, al- 
though the exact nature of her sin is not clear. She is no master of 
detail, nor of the Commons. But she is not only a committed 
New Labourite but also a sufficiently loyal protégé of the chan- 
cellor, Gordon Brown, to have taken the rap for the lone-parent 
benefit cuts, against which she had argued in private but which 
she defended in public. Peter 
Mandelson will probably get a 
seat at the cabinet table. 

Compared with these small re- 
arrangements, the reshuffle being 
forced upon William Hague, the 


parture of Stephen Dorrell (a po- 
tential challenger) and Brian 
Mawhinney, is another kettle of pi- 
ranhas. Mr Hague’s task is to as- 
semble a shadow team that will 
stay loyal to him through at least 
one expected election defeat. This 
argues, following Mr Dorrell's de- 
parture, for keeping other poten- 
tial challengers, such as John Red- 
wood, in his shadow cabinet so 
that they too can be tarred by any 
Tory failure. But he also needs to 
dangle the prospect of high office 
in front of ambitious men and 
women (David Willetts? Ann 
Widdecombe?) who might other- 
wise switch their support to a chal- 
lenger, should one emerge. This re- 
quires having in his shadow 
cabinet enough people, such as 
Michael Howard and Cecil Par- 
kinson, who look as if they can be 
easily disposed of at a future date. 

Mr Blair has no need of such prestidigitation. The one thing 
that ought to give him pause is that Labour's landslide victory, 
coming after a long period during which its main strength was 
confined to Scotland and the north-east, has created a govern- 
ment with a severe regional imbalance. The Scottish influence is 
especially great. The chancellor and the Lord Chancellor, the for- 
eign secretary, the defence secretary, the chief secretary to the 
Treasury, the financial secretary to the Treasury and the culture 
secretary are Scots. Many other members of the government are 
from the north-east. A back-of-the-envelope calculation shows 
the north-east and Scotland, with 15% of the Labour vote, pro- 
vide 35% of all ministers and 45% of cabinet ministers. 

This sort of regional imbalance is not unusual in govern- 
ments. But New Labour claims not to be a usual government. It 
stresses that it represents the whole of the country, and it is pre- 
siding over an ambitious regional devolution. Lower down in 
government, Mr Blair could do with some junior ministers from 
the east and other under-represented corners of his realm. Other- 
wise—for all Bagehot can tell—his cabinet is sitting pretty. 


Tory leader, by the voluntary de- | 





| 
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 Asia's economies are now in one of the most 





difficult periods in recent decades to predict and 
plan for the future. The Economist Intelligence 
Unit’s network of global analysts, however, is geared 
to deal with exactly this eventuality so that your 
planning is one step ahead of your competition. 


Asian Crisis Kit: for 3 months only 










This is why we have developed the Asian Crisis Kit, 
. consisting of our new monthly updated 5-year 

s forecasts of GDP in 96 growth and US$ terms, 
_ inflation and exchange rates for 16 countries in Asia, 
. not available in any other Economist Intelligence 

i Unit report. Also, a comprehensive summary of the 
\ajor macro economic and ponme changes | in. 
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selected countries during the month and how they B 
impact the forecast. This is all delivered to you in 20 | 
concise pages via any method you prefer—fax, e-mail 
or courier. | 





This monthly report is available only until July 31st, 
1998, and only to current Economist Intelligence _ 
Unit customers and The Economist readers. 


Are your planning risks in this environment high? 


The answer is below. 





Invest US$550 per issue or US$1,650 
for all three reports. Call Amy Ha on 
(852)2585-3827, fax to (852)2802-7720 
or e-mail to hongkong@eiu.com. 
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BAT INDUSTRIES 


Financial services profit up 16%, 


with tobacco ahead by 7% 





Three months unaudited results 
to 31 March 1998 


OPERATING PROFIT £659m +10% 
PRE-TAX PROFIT £573m -2% 
EARNINGS PER SHARE 10.7p - 4% 





Trading profit from financial services rose by 16 per cent to 
£298 million, with excellent results from almost all parts of the 
business. Non-life profit was 22 per cent higher at £167 million and life 
profit grew by 9 per cent to £131 million. 


Tobacco trading profit at £369 million was 7 per cent higher and Group 
cigarette volumes rose 2 per cent. There were good performances from 
the Latin America, Europe and Amesca regions, partly offset by America- 
Pacific and Asia-Pacific. 


The pre-tax profit comparison was affected by the absence of last year's 
£46 million gain on disposal of a business, together with a higher interest 
charge and adverse currency movements. 


Much progress has been made in preparing the Listing Particulars for 
Allied Zurich and British American Tobacco and the Board remains 
firmly convinced that the proposals will prove very beneficial 
for shareholders. 


The full quarterly report is being posted to shareholders and Copies are available from the Company Secretary, 
B.A.T Industries p.l.c., Windsor House, 50 Victoria Street, London SW1H ONL 
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A new kind of car company 


BERLIN, LONDON AND DETROIT 


Daimler-Benz's merger with Chrysler will launch an overdue rationalisation 


in the global car industry 


NCE it was the Japanese who turned 
the world's car industry upside down. 
Now it is the Germans. The merger between 
Daimler and Chrysler, which was an- 
nounced on May 7th, will create the world's 
fifth-largest car company by volume (see 
chart on next page), and one which shares 
the global reach of the top four. Daimler- 
Chrysler, as it is to be called, will be owned 
53% by Germany's biggest industrial firm 
and 47% by America's third-biggest vehicle 
manufacturer. Its annual revenues will be 
around $130 billion. 

At a stroke, the geography of the car in- 
dustry will have been transformed. Detroit 
will no longer consist of two global giants, 
Ford and General Motors, and one regional 
car maker, Chrysler. In the American mar- 
ket, Chrysler, which has been weak in pas- 
senger cars, will be able to draw on the engi- 
neering expertise that has produced 
Daimler-Benz's peerless Mercedes cars. 

In Europe, a merger would have an 
even greater significance. The combination 
of Daimler and Chrysler probably means 
that the days of the rest of Europe's regional 
car groups are numbered. The likes of Re- 
nault and Peugeot-Citroén, which are 


THE ECONOMIST MAY 9TH 1998 


overly dependent on their home markets, 
must be quaking at this latest development. 
So too must Fiat, which is in the middle of 
an ambitious international expansion that 
does not include North America, the 
world's biggest car market. Daimler now 
leaps ahead of its German rivals, whose in- 
ternational plans suddenly seem puny by 
comparison. Indeed, BMW's boss, Bernd 
Pischetsrieder, called Daimler's move “cou- 
rageous and strategically correct”. 

In Mercedes, all of the European car 
makers will now face a head-on competi- 
tor, with its own new small cars and the 
fire-power of its American friend. It is not 
so much that the Chrysler merger will in- 
stantly bring a flood of new small cars into 
Europe. Rather, the deal proves that Daim- 
ler is determined to make Mercedes a true 
volume producer across the whole range. 
No longer can the French and the Italians 
patronise the Stuttgart company’s efforts 
with the small A-class, which was re-engi- 
neered after it turned over in a “moose 
test”, and the upcoming wacky Smart car, 
which is small enough to put in the boot of 
a big Merc. Daimler has already invested $1 
billion in that model and has plenty of cash 


to develop more small cars. 

Although a European industrial com- 
pany has never made an acquisition on 
this scale, the most striking feature of the 
deal itself is not the size, but its unique 
structure spanning two continents. Ameri- 
can and Japanese companies (and some 
European ones) have been manufacturing 
cars in different places around the world 
for decades—Toyota, Honda and Ford can 
claim to be the most global today in the way 
they run their operations. But never has one 
of America's prime industrial companies— 
let alone one of the Big Three car manufac- 
turers—been run at least partly from 
abroad, as DaimlerChrysler will be. 


Ignition test 

The new company would have an impres- 
sive range of models: Daimler's car-making 
division, Mercedes-Benz, produces the best 
luxury cars in the world, plus some innova- 
tive small ones just coming to market and 
several untried commercial ventures. With 
production heading for 1m cars a year, it is 
already a volume producer rather than a 
specialist luxury car maker. 

Chrysler's saloon cars are outgunned in 
America by Ford and GM, but its average 
profit for each vehicle is the highest of the 
Big Three thanks to its strength in minivans 
and Jeeps, where margins are fattest. Chrys- 
ler clocked up profits of $1,468 for each sale 
last year, compared with Ford's $1,000 and 
GM's $683. Such margins will appeal to 
Mercedes, which makes $1,561 on its main- 
stream C-class cars and three times that on 
the posher E-class cars. Moreover, Mercedes 
does not have strong products of its own in 
the minivan and Jeep class, though its new 
American-built off-roader is promising. 

Of the two, Chrysler probably needs the 
deal most. It hopes that Mercedes will pro- 
vide the international clout it needs, and 
the expertise to revive its mass-market 
range, which has been languishing for de- 
cades. Something similar has happened at 
Britain’s Rover car company, taken over by 
Mercedes's chief German rival, BMW, in 
1994. The difference is that whereas Rover 
is still making a loss, Chrysler is well-man- 
aged and highly profitable. It is the only big 
American car manufacturer to earn returns 
greater than its cost of capital. 

The planned merger raises three ques- 
tions. The first hovers over the new group's 
weakness in Asia and Latin America. These 
are relatively small markets, but the ones 
where much of the future growth is ex- 
pected, despite Asia's recent troubles. Al- 
though Daimler has recently retreated a bit 
in China, the new car maker will at some 
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Too many pieces 


OR years, the business of making parts 

for Detroit’s Big Three car makers was 
run by an old-boys’ network. Deals were 
done on the golf course or over dinner at 
the Detroit Athletic Club. But where the 
car makers lead, the parts makers are des- 
tined to follow. Now that the Big Three 
are worrying about costs and the world 
market, the parts business looks more like 
the shoot-out at the OK Corral. The latest 
example is this week's $3.6 billion take- 
over of Echlin. 

Based in Connecticut, Echlin pro- 
duces replacement parts for cars and lor- 
ries and was the target of a hostile take- 
over by the smaller spx Corp from 
Michigan. After a nasty fight, an unlikely 
white knight emerged. Dana Corp, based 
in Toledo, Ohio, and one of the largest 
parts suppliers in America, with $8.3 bil- 
lion in sales, made a surprise bid, which 
Echlin managers quickly accepted. The 
battle between Dana, Echlin and srx is 
. just the latest of its kind in the compo- 
nents-supplier industry. According to 
Donna Parolini, a consultant with Inter- 
national Business Development, there 
Were 30,000 car-parts suppliers through- 
out the world in 1988. Only 4,060 survive 
today, and their numbers are set to fall 
further. 


point have to expand in Asia, possibly by 
forging links with Japan's troubled Nissan 
Motor, which was apparently in talks with 
Chrysler about a possible takeover. 

A rescue of Nissan might make Jürgen 
Schrempp, Daimler's boss, uneasy. In 1996 
he pulled the plug on the Dutch aircraft- 
maker, Fokker, which he had failed to turn 
around. That leads to the second question: 


the future ofall Daimler's businesses in sec- 


tors, such as aerospace, weapons and ser- 
vices, which suddenly seem not to belong 
in what has become a car company. A 








Back when the domestic car makers 
ruled the market, there was little reason to 
control costs, which could simply be 
passed on to consumers. But now that 
there is a glut of global capacity, car com- 
panies can no longer get away with an- 
nual price increases of 5% or more. So 
costs have to be slashed. Ford claims to 
have trimmed $3 billion last year, while 
General Motors, which has larger sales, 
says it saved $4 billion. 

Much of this is squeezed from suppli- 
ers. In 1995 Jac Nasser, the head of Ford 
Automotive Operations, told his suppli- 
ers that they must trim prices by an aver- 
age of 5% a year. Ford also cut the number 
of direct suppliers. Where once a Ford 
plant might have taken daily deliveries 
from 1,000 or more suppliers, it now uses 
fewer than 200. Many of the weaker parts 
makers went out of business. Even Rock- 
well, a large conglomerate based in Cali- 
fornia, sold its automotive operations af- 
ter realising that many of its plants were 
losing money—even though they were 
working flat-out. 

Some of the survivors are on a buying 
spree. Over the past five years, sales at Lear 
Corp, which is based near Detroit, have 
grown fivefold, transforming the firm 
from a manufacturer of car seats into a 


merger between Chrysler and Daimler will 
almost certainly inspire deals elsewhere in 
the car industry. It might lead to deals in a 
host of other industries too, despite Mr 
Schrempp's assurances as the deal was an- 
nounced that Daimler will hold on to its 
non-automotive businesses. 

But the biggest question is whether the 
two companies can make this merger work. 
Maryann Kellyer, an American car analyst, 
accepts the logic of the merger, but fears 
that putting such different companies to- 
gether will be difficult: "When it comes to 
the cultures of these two companies, how 
they think and act and what drives their de- 
cisions, they're oil and water," she says. 

The firms are successful and comple- 
mentary, and there will certainly bring 
some savings, such as in joint distribution. 
But realising these savings will stretch the 
talents of Mercedes's managers, who will 
have to raise the standard of Chrysler's pas- 
senger cars. Big expensive cars which drive 
superbly on the autobahn are not the same 
as the big cheap cars that most Americans 
prefer to drive. Garel Rhys, who teaches at 
the University of Wales in Cardiff, points to 
possible co-operation between the two 
companies in some existing models; but 
most of the collaboration will be from 
scratch. 












ors. In late April, Lear's chief competitor 
in the seating business, Johnson Controls 
of Milwaukee, snapped up the Becker 
Group, another company that manufac- 
tures car interiors. 

Within the next five years, Ms Parolini 
predicts, there are likely to be only 26 
truly global parts firms. These companies 
will become part of what Thomas 
Stalkamp of Chrysler has labelled the “ex- 
tended enterprise". Favoured firms will 
be invited to follow the car makers as they 
expand into new markets, such as China, 
India or Brazil, setting up parts plants in 
the shadow of the new assembly lines, - 
and taking over design work too. 

For the components makers that can | 
adapt, the gains promise to be enormous. | 
Both Lear and Dana are reporting strong | 
rises in profits, despite the downward | 


company that produces entire car interi- 


pressure on prices. 





Other differences could also prove hard 
to reconcile. DaimlerChrysler is to have 
two bosses—Mr Schrempp and Chrysler's 
Robert Eaton. Such arrangements are no- 
toriously dodgy. And the group will be run 
from two headquarters, one in Stuttgart 
and one in Michigan. 

Chrysler is a lean North American pro- 
ducer, which buys 70% of its added-value 
from outside; Daimler is a fully integrated 
German maker of luxury cars, famed for its 
world-class design and engineering. Chrys- 
ler has come back from the brink of bank- 
ruptcy twice in recent years. It survives 
thanks only to its distinctive and lean way 
of involving suppliers in its innermost 
thinking. 

Chrysler has come as close to producing 
cars to the legendary Toyota lean standard 
as any other company. When it needed to 
cut costs to cope with a strong yen a few 
years ago, the Japanese firm acknowledged 
Chrysler's prowess by taking apart a little 
Neon car to see how the Americans had cut 
components to a minimum and designed 
for low-cost and simplicity. Daimler will be 
tempted to impose its methods on Chrys- 
ler. But it has more to learn than it realises 
from Chryslers manufacturing skills. If it 
fails to recognise this, it is in for trouble. 
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Fler faner wont be sitting in the front row 
if be can't make the airport train on time; 


he won't make the train on time 
if be cant land on time; 


he might not be landing on time 
if not for the engineers of ABB. 





Toaay her father is working in Lyons. 
Tonight, she's playing in Oslo. So it won't be possible for them 
to be together on one of the most important evenings of her young life. 
But soon, it will bc. 
A few years ago, the Parliament of Norway approved a plan 
to construct a totally new international airport that would streamline service to Oslo. 
It was a challenging project that presented some serious problems for the builders 
until they met the engineers of ABB who showed them how ingenious engineering 
could help provide some answers. 
Now the project is underway and ABB and its partners are turning 
the new airport at Gardermoen into a reality. 
New runway lighting will help make landings and take-offs safer and more punctual; 
the computerized control equipment for a new baggage handling system 
will make getting out of the terminal easier; and the associated rail connection 
will make getting home quicker. 
To the Norwegian public, it will mean safer and more efficient 
travel to and from Oslo. But to the father of one young violinist, 
it will mean something far more 
Because on an evening when his daughter is playing 
Schubert's ‘Sonata in B Flat’, he will be there 
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Standard Bank Group was created, 


tested and found true in the most 
demanding of financial environments. As a 
result, we are financially strong, flexible and 
innovative - advantages that can help you 
overcome the challenges of business, 
wherever they arise, wherever you want 
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Vaccines 


Big shots 


NCE, vaccines were the poor relations 

of therapeutic drugs. Traditional vac- 
cines, the sort used to combat childhood 
diseases such as measles, diphtheria or po- 
lio, are a low-tech, low-cost boon to public- 
health programmes around the world, but 
drug companies regard them as dull and 
unprofitable. 

Between 1980 and 1990, the number of 
big drug companies producing vaccines in 
America dropped from 12 to four. Produc- 
ers were discouraged by the low prices that 
their main customers—national govern- 
ments and international organisations 
such as UNICEF—were willing to pay and 
by the high risk of product-liability suits. 
Vaccines, like drugs, can have unexpected 
side-effects. But whereas drugs are largely 
intended to treat disease in the sick, vac- 
cines are supposed to prevent it in the able- 
bodied. When a vaccine is the source of ill- 
ness, rather than a safeguard against it, 
tempers and litigation run high. 

Now a new generation of vaccines is re- 
viving industry interest. Technologies 
which transformed drug development, 
such as genetic engineering, are yielding 
unique vaccines. These are patentable and 
(being aimed at diseases which afflict rich 
adults as well as poor children) potentially 
profitable. This has spurred vaccine com- 
panies, used to slow growth and low mar- 
gins, into a frenzy of new investment— 
some of which they may come to regret. 

The vaccine market is still small com- 
pared with the $300 billion global drugs 
market. But, since 1993, it has grown from 
$2.8 billion to $4 billion, a growth rate 
which has made even the big drug compa- 
nies sit up and take notice. 

The new generation of vaccines is born 
of biotechnology, which offers new vaccine 
designs, more efficient combinations and 
better ways of delivery than a shot in the 
arm. Microbial miseries which were un- 
touchable using old vaccine methods—be- 
cause of safety concerns or scientific limita- 
tions—are now treatable through genetic 
tinkering. These include adult diseases, 
such as genital herpes, which give vaccine 
firms access to a lucrative private market. 

Albert Saporta, a manager at France's 
Pasteur Mérieux Connaught (PMC), traces 
today’s enthusiasm for vaccines to the run- 
away success of just two products, against 
the Haemophilus influenzae type B (HIB) 
bacterium and the hepatitis-B virus. HIB 
used to infect one in every 200 American 
children, causing severe and often fatal 
meningitis in two-thirds of them. With the 
introduction of the vaccine in 25 countries 
over the past ten years, the disease has all 
but disappeared. 
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Sorry, kid, you’re low-margin 


Some 50 biotechnology companies 
have now entered the business. These start- 
ups are joining established producers such 
as Merck and Wyeth-Lederle, two American 
companies which know how to make and 
market vaccines. Biotech’s bright ideas are 
even luring old defectors back into the vac- 
cine business: in March, Glaxo Wellcome 
negotiated a £180m ($300m) deal with a 
British firm, PowderJect, to develop its nee- 
dle-free vaccine technology. Seven big 
drugs companies now make vaccines. 

Investment is pouring into vaccines. 
SmithKline Beecham, a British company, 
has ploughed an extra $1 billion into its 
vaccine programme since 1990, a four-fold 
rise. The company’s vaccine sales soared to 
£703m in 1997, a five-fold increase since 
the beginning of the decade. PMc ploughs 
1596 of its annual sales into research and 
development. It sold roughly $1 billion- 
worth of vaccines in 1997, and sales are ris- 
ing by 15% a year. 

The biotechnology to make these new 
vaccines does not come cheap. It costs some 
$500m to turn a high-tech vaccine from a 
bright idea into a marketable product. But 
since these products can be patented (and 
many face little competition), companies 
can charge prices hundreds of times higher 
than those for the old type of vaccine. 

The possibility of using vaccines as ther- 
apeutic drugs, prompting the immune sys- 
tem to cure as well as prevent disease, offers 
still more promise. Cantab Pharmaceuti- 
cals, a British biotechnology firm, has a ge- 
netically engineered vaccine now in clini- 
cal trials to protect against herpes simplex 
infection and reduce the recurrence of gen- 
ital herpes. If it proves as successful in the 
the clinic as it has in the lab, Cantab pre- 
dicts annual sales of £500m and a potential 
market of over 45m infected people in 
America alone. Medeva, another British 
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company, is similarly bullish about its hep- 
atitis-B vaccine. As a safeguard from infec- 
tion, it might net a profit of £100m; as a 
therapy, it could earn three times as much. 

There are now about 75 new vaccines in 
development. But governments are not 
quite as uncritical as the industry is about 
this flood of new products; and govern- 
ments are still the biggest customer. The In- 
stitute of Medicine (10M), a private body 
consulting on health policy in Washington, 
DC, is trying to help America’s health-care 
providers prepare their shopping list. It has 
fed 30 of the vaccines now being developed 
intoa mathematical model to rank them by 
their “cost per quality-adjusted life year 
saved"—a measure of how much money 
they save the health-care system and how 
much disability they spare its citizens. 

According to Kathleen Stratton, one of 
the Institute’s analysts, some vaccines now 
in the pipeline are earning poor marks in 
the model. And if they turn out not to have 
much value to the health-care system, then 
they will not have much value to their man- 
ufacturers either. 


French auctioneers 


Ready for a 
hammering 


PARIS 


€6 O CARCELY was a country overrun by 

the French,” wrote a 19th-century 
historian, surveying the impact of revolu- 
tion and war on Europe’s art markets, 
“than the English were on hand with their 
guineas.” This week it was a Frenchman 
and his francs—at least 1.5 billion of them 
($250m)—that caused the biggest stir on the 
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art scene. Francois Pinault, the French 
owner of such grand businesses as Chateau 
Latour wine and Vail, a posh American ski 
resort, bought 29% of the shares of Chris- 
tie’s, the world’s largest auctioneer. 

In the view of Gérard Champin, presi- 
dent of the French auctioneers’ association, 
Mr Pinault's coup is “good for France, and 
for French auctioneers”. Paris still pines for 
its pre-war pre-eminence in the art world— 
last year it saw just 5.6% of the world’s sales, 
compared with more than 30% in London 
and 40% in New York (see chart). The in- 
volvement of a big French investor in the 
world’s busiest auction house inspires 
dreams of a renaissance. Other French auc- 
tioneers, however, are dismayed to see an 
“Anglo-Saxon giant” drawn further into a 
market in which regulation has so far kept 
it from active participation, but which is 
about to open its doors to outsiders. 

This summer the French parliament is 
due to end the monopoly over public sales 
of France’s 460 auctioneers as part of a Eu- 
ropean reform. As well as being auction- 
eers, these commissaires priseurs are state 
officials, charged with ensuring that sales 
are fair. Their training is long and bookish: 
degrees in law and art history, and then an 
apprenticeship of three years. The system 
produces expertise (although some say that 
the final examination is undermined by 
nepotism, since candidates are often the 
offspring of auctioneers). But it is uncom- 
mercial: once certified, most French auc- 
tioneers face no competition within their 
region, nor may they advertise. 

A visit to the busy, tattered salerooms of 
Drouot, the umbrella group for Paris’s auc- 
tioneers, where masterpieces and aban- 
doned baubles alike bob by on a tide of lots, 
confirms the impression that the commis- 
saires priseurs lack the sophistication or 
professionalism of Christie’s and its chief 
rival, Sotheby's. Even though wags talk of 
“gentlemen pretending to be auctioneers” 
at Christie’s and of “auctioneers pretend- 
ing to be gentlemen” at Sotheby’s, these 
firms have thrived on vigorous marketing 
and the cultivation of sellers. The result is 
that the total value of all French sales last 
year—FFr8.5 billion—was considerably less 
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than those at either Sotheby's or Christie's. 
However, the blame for France's de- 
cline as an art market cannot all be laid on 
its musty auctioneers. Tax adds 5.5% (or 
20.6% for some imports) to the price of 
works brought to Paris for sale, compared 
with 2.5% in London and nothing in New 
York. Droit de suite, an "artist's royalty", 
adds another 3% to the cost of auctioning 
modern art; it does not exist in London or 
New York. For somebody with an expen- 
sive painting, it is worth travelling. 
Whether Mr Pinault's arrival at Chris- 
ties will make a difference is not yet 
known—least of all by its management, 
whom he is soon to meet for discussions. 
But if he plays true to form as an active 
shareholder, Christie's may find itself more 
occupied with internal affairs than adven- 
tures in Paris. The firm is well run only by 
the low standards of the auction business, 
and there is room for further efficiency im- 
provements. Its profit margin is lower than 
that of Sotheby's. Staging pre-sale exhi- 
bitions is expensive, and snobbish resis- 
tance to commercial attitudes lingers at an 
institution that prides itself on tradition. 
For their part, French auctioneers can 
still restrict themselves to "judicial sales"— 
forced by bankruptcy or death—which 
make up à fifth of the auctioneers' business 
today and will remain a monopoly. Alter- 
natively, they can try their luck in the con- 
ventional auction business. Some of the 
French will go it alone: Pierre Cornette de 
Saint Cyr in Paris sees small size as a selling 








But is it art? 


point in a world of giants. Some will co- 
alesce to form companies. And others hope 
to associate with foreign firms, such as the 
second tier of Anglo-Saxon firms—Bon- 
hams and Phillips in London, say, or Butt- 
erfield & Butterfield in San Francisco— 
which are forging international links. 

There will be drop-outs too: the reforms 
will be sweetened by compensation pay- 
ments, probably around FFr9oom in total, 
although argument about its exact size has 
delayed the passage of the reforms. Depar- 
tures would be a good thing, according to 
Jacques Tajan, head of the most successful 
Paris auction house, who has been champ- 
ing for change for years. The business has 
too many duffers, he says, who have been 
shielded from professionalism. If Mr 
Pinault's entrance scares a few more off, so 
much the better. 





Brazilian airlines 


As free as a bird 


5AO PAULO 


Five months ago, Brazil's airlines were released from a heavy regulatory re- 
gime. Now the consequences are becoming clear 


ITH 160m people spread over a 

country the size of the United States, 
Brazil should be a good market for airlines; 
but until last December, it was not run as a 
market. The government restricted compe- 
tition, and fares were fixed by the Civil Avi- 
ation Department (DAC), at a level designed 
to cover average industry costs, plus a 12% 
profit margin. Then the government dereg- 
ulated the industry. Airlines are scurrying 
to expand their fleets; the established na- 
tional carriers, Varig, Vasp and Transbrasil, 
are being challenged by an ambitious up- 
start, TAM; and the tussle over Brazil is be- 
coming part of a wider battle for Latin 
America's skies. 

Under the old regime, Brazil's domestic 
air fares were almost 50% higher per pas- 
senger kilometre than international 
norms. It was cheaper to fly from Sao Paulo 
to Miami than to north-east Brazil. Varig, 


Vasp and Transbrasil operated a Sao Paulo- 
Rio shuttle (with up to 50 flights a day) as a 
profitable cartel, charging a fixed 158 reals 
($142) one-way fare on a route of similar 
length to that between New York and 
Washington (where the cheapest one-way 
fare is $56). 

The business, unsurprisingly, did not 
prosper. More often than not, the airlines 
lost money. In 1995, according to McKin- 
sey, a management consultancy, labour 
productivity in Brazilian airlines was only 
47% of that in airlines in the United States. 
And each Brazilian clocks up only 7% of the 
air-miles of the average American. 

All that has changed. Five months ago, 
as part of its scheme to reduce transport 
costs, the government scrapped minimum 
fares. Airlines can now set prices as they 
please, and any Brazilian airline can oper- 
ate from any city-centre airport. Charter op- 
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Free with every business-class seat 


erators are being allowed to run what are, 
in practice, scheduled flights. 

These measures have turned airline eco- 
nomics in Brazil upside down. Brazilian 
airlines are offering discounts of up to 60% 
on some seats. On the Sao Paulo-Rio route, 
Varig has pulled out of the cartel, and is to 
set up its own shuttle. Fares on this route 
have fallen to 115 reals, and a charter com- 
pany is threatening a 69 real fare. Across 
the country, passenger numbers in the first 
three months of this year were up by 18% 
compared with the same period last year, 
according to Brigadier Mayron Pereira of 
the DAC. 


Up, up and away 


TAM and Varig are, for different reasons, 
best placed to respond to these changes. 
TAM is one of Latin America's fastest-grow- 
ing airlines: in 1997 it carried 4.8m passen- 
gers, up from 1.6m in 1994. Unusually in 
Brazil, it has a flair for marketing and cus- 
tomer service: Rolim Amaro, the firm's 
owner and a former air-taxi pilot, occasion- 
ally takes a turn himself at checking passen- 
gers boarding passes. Its dominant posi- 
tion at Congonhas, the airport that serves 
Sao Paulo's city centre, gave it a lucrative 
niche; and this, together with lower operat- 
ing costs than its rivals, allowed it to make a 
net profit of 46.3m reals on sales of 583m 
reals in 1996. 

Deregulation is helping TAM's ambi- 
tion to turn itself into a full-blown interna- 
tional airline. In 1996 it bought Paraguay's 
bankrupt state airline, and restored it to 
profit. Later this year, it plans to start flights 
to Miami and Paris. And TAM is building 
its fleet: in addition to its original 30 Fok- 
ker 1005, it has leased 18 more, bought five 
wide-bodied Airbus A330s and ordered 38 
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Airbus A320s. Mr Amaro is aiming to raise 
TAM’s 20% share of the Brazilian airline 
market to 35-40% by 2005. Lower fares may 
squeeze profitability, but Mr Amaro reck- 
ons he can offset that by spreading fixed 
costs across increased traffic and, next year, 
introducing two classes on Brazil's domes- 
tic routes. 

Managing such swift expansion will be 
tricky, especially now that Mr Amaro's 
profitable base in Congonhas is threatened 
by rivals. Varig, an airline which is as con- 
servative as TAM is nimble, faces the oppo- 
site problem: it must find a way to turn size 
into profits. The Varig group had sales of 4 
billion reals last year, a fleet of 130 planes, 
and a far-flung international route net- 
work. Majority-owned by its workers, it has 
been strong on engineering and weak on 
marketing. 

But Varig has started to change. Since 
1993, it has trimmed its workforce by a 
quarter, to under 18,000. It is reorganising 
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its sales and marketing departments, and 
has contracted out its computing systems. 
It plans to reduce a crippling $2 billion 
debt by selling its engine-maintenance, 
ground services and hotel businesses 
(which the firm hopes will raise up to 
$410m between them). According to Arnim 
Lore, Varig's finance director, its aim is to 
boost profits while holding on to both its 
share of the Brazilian market—which is al- 
most 50%—and also its position as South 
America's biggest airline. 

To shore up its international position, 
Varig last year joined the Star alliance, a 
loose association whose members include 
United Airlines and Germany's Lufthansa. 
It claims that these international allies are 
helping it manage new computerised seat- 
pricing techniques, as well as funnelling 
connecting passengers on to both its do- 
mestic and its international routes. 

This alliance faces a battle in Latin 
America against another, more powerful, 
group headed by American Airlines (AA), 
the biggest international carrier in the re- 
gion. AA is negotiating to buy Aerolineas 
Argentinas. Having concluded that AA is 
hard to beat, airlines such as LAN Chile and 
the TACA group in Central America want to 
ally with it—though the resulting market 
dominance means that these arrangements 
may be blocked by regulators. But TAM al- 
ready has a code-sharing agreement with 
AA in place, as well as a marketing agree- 
ment with British Airways, AA's would-be 
transatlantic partner. A third, weaker, alli- 
ance, announced on May sth, links Vasp 
with Continental Airlines, which is ex- 
panding its Latin American routes. 

Now that Brazil has followed the rest of 
Latin America in deregulating its domestic 
market, the future shape of the airline busi- 
ness in the region looks fairly clear. Low- 
cost start-ups will compete hard with the es- 
tablished carriers on domestic routes, 
pulling in passengers who today take the 
bus. International routes will be carved up 
between two or three mega-alliances. How 
hard they will compete is less obvious. 





Mitsubishi 


The diamonds lose their sparkle 


TOKYO 


The Mitsubishi group possesses all the advantages that once made corporate 
Japan seem unstoppable. That is why it is in a mess 


ESPITE being disbanded by the Amer- 

icans after the second world war, the 
Mitsubishi zaibatsu still has a ghostly pres- 
ence. The industrial giant, supposedly bro- 
ken into many fragments half a century 
ago, lives on in the Mitsubishi name and 
three-diamond logo still used by many of 
its post-war pieces. All honour the vague 


principles laid down by Koyata Iwasaki, 
the final president of the old Mitsubishi 
zaibatsu. The bosses of the 28 chief compa- 
nies meet on the second Friday of every 
month. There is even a website—at 
Mitsubishi.or.jp. 

Officially, these are the trappings of the 
modern Mitsubishi keiretsu, a family of 
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firms bound together by interlocking 
shareholdings rather than by the exclusiv- 
ity of the zaibatsu. The group says its com- 
panies deal with outsiders on "fair and 
open terms" and the monthly meetings dis- 
cuss matters of a philanthropic nature. In 
fact, the Mitsubishi group is the most 
tightly knit, largest and most powerful of Ja- 
pan's eight industrial groups, the very epit- 
ome of Japan Inc. Its woes illustrate much 
that is wrong with that once-mighty indus- 
trial machine. 

In total, the group consists of more com- 
panies (185 at last count) than any other of 
the Japanese keiretsu. In 1994, according to 
Industrial Groupings in Japan, the most re- 
cent publication to crunch the numbers, 
these 185 produced almost 9.5% of all Japa- 
nese corporate profits. Many of these firms 
come under the umbrella of bigger ones, 
the 28 largest of which form the “presiden- 
tial council". 

Some of the largest firms in the group 
are in dire straits. Mitsubishi Motors ex- 
pects to report a net loss of ¥110 billion 
($896m) for the year to March 31st, Mitsub- 
ishi Electric expects a loss of ¥70 billion, 
and Mitsubishi Oil of Y29 billion. Sundry 
smaller group companies are either scrap- 
ing a profit or making losses. On May 6th, 
Optec Dai-ichi Denko, which makes cable 
and wire, said that it was insolvent to the 
tune ofY21 billion, and revised its expected 
net loss for the last financial year from Y 4.5 
billion to Y74 billion. Mitsubishi Electric 
(which owns a fifth of the company's 
shares) and other Mitsubishi companies, 
are to inject fresh capital. 

Even those in profit are suffering. Kirin, 
Japan's largest brewer, has been struggling 
to compete with Asahi, the second-largest: 
in its last financial year, Kirin made operat- 
ing profits of Y39 billion on ¥1.2 trillion of 
sales, compared with Asahi’s ¥78 billion on 
sales of Y970 billion. Mitsubishi Heavy In- 
dustries (MHr1), Japan's largest heavy-ma- 
chinery maker, cut its expected net profit 
for fiscal 1997 by 38% to ¥83 billion. Many 
other of the group's companies are what 
one analyst describes as a “shambles”. Of 
the big firms, the only one doing reason- 
ably well is Asahi Glass (which has nothing 
to do with the brewer of the same name). All 
in all, it is scarcely surprising that the stock- 
market has recently given Mitsubishi com- 
panies a dreadful beating (see chart). 

Yet foreigners used to look enviously 
and fearfully at the keiretsu as the founda- 
tion of Japan’s industrial might. They were 
built on cheap and patient capital supplied 
by the groups’ financial firms, especially 
their banks. Unfettered by the short- 
termism of shareholders, the visionary 
keiretsu companies could venture into new 
businesses and new markets. Because 
keiretsu firms deal with one another, the 
Japanese market was hard to penetrate, 
providing a platform for exports. 
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Today the keiretsu system no longer 
seems so attractive. All the big keiretsu have 
been doing dismally of late. The Fuyo 
group is politely described as "troubled" in 
the Japanese press. One of its number, 
Nissan Motor, Japan's second-biggest car 
company, has been flailing around for 
years and has just slashed its consolidated 
net profits for the last financial year by 80%. 
But Mitsubishi is the worst of a bad bunch. 
What has gone wrong? 


Rough diamond 


Mitsubishi started life in 1870 as a shipping 
company. By the second world war it had 
grown into Japan’s second zaibatsu (after 
Mitsui) and diversified into everything 
from aeroplanes to beer. 

The group's shares are held more closely 
than those in other keiretsu: on average, 


Mitsubashed 


Share prices, May 2nd 1997-100 


more than a quarter of the shares in the 
core companies are owned by other Mitsu- 
bishi firms. Their directors often come 
from other companies within the group, 
particularly from the three which form the 
nucleus—Bank of Tokyo-Mitsubishi, Mitsu- 
bishi Corporation, a big trading company, 
and MHI. Its companies still prefer to do 
business with each other: go to a reception 
at a Mitsubishi company and you will al- 
most certainly drink Kirin beer; according 
to insiders, three-quarters of MHr's overseas 
business is with other keiretsu firms. Then 
there are those Friday meetings, which co- 
ordinate the keiretsu's overall strategy on 
big technological and economic questions. 

Sticking together has done nothing for 
the group's prosperity. Peter Tasker, a stock- 
market strategist, points to several prob- 
lems. Much of the Mitsubishi keiretsu's 
business is in capital goods; except for a 
chain of department stores, it has no ser- 
vices or communications businesses that 
matter. Its high technology is weak: 
Mitsubishi Electric, for example, recently 
announced that it intended to close much 
of its semiconductor business. And the 
keiretsus management tends to be hide- 
bound; MHi's chairman passed into folk- 
lore recently when he said that maximising 





profit was, he thought, an inappropriate 
aim for manufacturing companies. 

Similarly, ensuring that firms can ven- 
ture into new businesses has proved a rec- 
ipe for faddish, costly mistakes. Kirin, for 
example, entered into biotechnology, an 
activity in which it is hardly at the cutting 
edge. Once in a business, Mitsubishi com- 
panies stay put (unless they lose money as 
fast as Mitsubishi Electric has managed to 
do in semiconductors). MH1 is in just about 
every capital-goods business. Small won- 
der that Mitsubishi has a reputation for be- 
ing second-best. 

Always buying from group companies 
regardless of price creates wonderful rela- 
tionships, but it does little for profitability. 
Nor is there much pressure from big share- 
holders to increase profits: the cross- 
shareholdings of the keiretsu come with an 
implicit non-aggression pact. It is no acci- 
dent that many of Japan's most successful 
enterprises—car companies such as Toyota 
and Honda, or electronics firms such as 
Sony—are independent. 

But the main problem for the Mitsu- 
bishi group is, perversely, the strength of its 
financial companies. These have pros- 
pered for the same reason that the indus- 
trial companies have done badly: conserva- 
tism. They have been less affected than 
most by the economic bubble of the late 
1980s. The main bank, Bank of Tokyo- 
Mitsubishi, is Japan's strongest (a relative 
term) and until a few weeks ago the world's 
largest. Tokio Marine & Fire is Japan's stur- 
diest non-life insurer; Meiji Life, one of the 
best life companies; and Mitsubishi Trust 
the most robust bank of its kind. 

From these, the rest of the group enjoys 
cheap funding (the financial firms' biggest 
borrowers are also their owners, remem- 
ber). Just over a fifth of Mitsubishi Oil's bor- 
rowing comes from group companies; as 
does more than 30% of the funding of 
Mitsubishi Motors; for Kirin, almost half; 
and for Isetan, a big department-store 
chain, two-thirds. Strong backing means 
that other banks are much happier to lend 
at low rates, too. Yet cheap capital is not 
wisely spent. 

Quite how patient this capital will re- 
main is uncertain. Mitsubishi is not a 
monolithic group; successful firms will be 
increasingly loth to bail out duds. Bank of 
Tokyo-Mitsubishi, for example, can ill af- 
ford to be a slush fund for the rest of the 
group. Falling equity prices make cross- 
shareholdings less attractive: in general, 
they are being sold—albeit slowly. It is not 
known if Mitsubishi is unwinding its cross- 
shareholdings, but, since the memory of the 
zaibatsu that was dismantled 50 years ago 
still plays a big role in corporate decisions, 
it is unlikely that this is happening fast. So 
Mitsubishi seems set to continue to be 
dragged down by the weight of history. 
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Dealing in duds 


Gary Klesch made his name in the 1980s preying on Europe's troubled companies. 
With the arrival of the euro he and his kind will be busier than ever 


O GET the measure of Gary Klesch, start 

with the two books perched on the edge 
of his desk. One is “The Executive's Book of 
Quotations" ("The Right Quote for Every Oc- 
casion”); the other a slim volume detailing 
exceptions to the rules of golf, which prom- 
ises to “make cheating legal”. This tall, 
tanned and tirelessly self-publicising Ameri- 
can made his name in the City of London in 
the 1980s trying to engineer outlandish cor- 
porate break-ups and takeovers that others 
thought impossible—and frequently were. 
Mr Klesch keeps a lower profile these days. 
Still, he fancies his chances of reviving Eu- 
rope's corporate duds. 

Along with a few banks, such as Bankers 
Trust, Mr Klesch has brought the trade in so- 
called "distressed" debt across the Atlantic. 
Europe's new currency gives this market a 
welcome boost. For a start, it will lessen the 
foreign-exchange risk of cross-border investment. It will also cre- 
ate a single, more liquid market for corporate debt and, Mr 
Klesch argues, expose weak European firms to stiff competition. 
He is not alone in this belief. A number of large investment 
funds have pumped money into Klesch Capital Partners, a vehi- 
cle to invest in wobbling European firms. The investors hope Mr 
Klesch can turn first-hand experience of bankruptcy into profits: 
his own investment bank, Quadrex, which led Britain’s first le- 
veraged buy-out, collapsed after Black Monday in 1987. 

Mr Klesch came to London in the early 1980s with an impres- 
sive pedigree. The orphaned son of a Cleveland boxer, he had 
made it to partner of an Ohio firm of investment bankers by the 
age of 24. He was later picked by the American Treasury to help 
draft new financial regulations. While there, he was given the 
task of finding private finance for the space shuttle and for 
restructuring Penn Central, a huge railway company. By the 
mid-1970s he was an adviser to President Gerald Ford. 

From a Georgian townhouse in London's Mayfair, Mr Klesch 
now runs Klesch & Co. The small but influential firm buys the 
equity or debt of troubled companies and then uses its influence 
to push for restructuring. Mr Klesch has, for example, become a 
thorn in the side of Eurotunnel, which operates the Channel 
tunnel between Britain and France, 
making doom-laden pronouncements 
about the company's prospects and criti- 
cising the financial restructuring agreed 
on by its 200-plus banks. To hard-done- 
by shareholders and to the employees of 
companies that he has brought back 
from the dead, Mr Klesch is a saviour; to 
many others, he is a grave-robber picking 
Over corporate cadavers. 

As Klesch & Co's sole owner, Mr 
Klesch declines to disclose profits; most 
of the investments have done well, he 
says, and all are still trading. TC Farries, a 
bankrupt Scottish book distributor 
which he bought in 1996, has returned to 
profit. Klesch & Co's latest rescues were 
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Plenty to pick over 


European business failures 
'000 


of Knickerbox, a British lingerie chain, and 
Myrys, a French shoe-maker. At Knickerbox, 
Mr Klesch slashed the workforce while 
opening new shops "to show the remainder 
that there is a way forward". The employees 
at Myrys were less enthusiastic: alarmed at 
being swooped on, they barricaded one of 
Mr Klesch's employees in his office. But now 
that the production lines are rolling once 
more, they have warmed to their new owner. 
"Now they think I'm a magician,” says Mr 
Klesch with characteristic modesty. 

The secret of the Klesch approach to in- 
vesting in bankruptcy is to look for obvious 
mistakes—often quite basic ones. Mr Klesch 
and his team discovered that one acqui- 
sition was losing money on contracts be- 
cause it had given its customers big dis- 
counts, even though other suppliers’ prices 
were higher. They also concluded that the 
company was paying too much for its premises, so they de- 
manded three rent-free years from the landlord, and got them. 
After buying Myrys, Mr Klesch called the firm’s seven middle 
managers to a meeting; it was the first time they had all been in 
one room together. "It's amazing the things companies won't do 
for themselves when they are in trouble," says Mr Klesch, who 
swears by the kiss principle: Keep it Simple, Stupid. 


Culture Klesch 


But not all of Mr Klesch's magic has charmed onlookers. Given 
his loathing of British clubbiness and his abrasive style—wags 
labelled him Gary Clash—he has made plenty of enemies in Lon- 
don. He has attacked the City for its “financial nationalism" and 
berated the Bank of England for trying to stop commercial banks 
from selling their loans to third parties. He has styled himself as 
a champion of investor rights and poured scorn on managers he 
thought inept, such as Gerald Ronson, the head of Heron, a Brit- 
ish property group. 

In the 1980s he tried and failed to take over Olivetti’s per- 
sonal-computer arm and to break up Pearson, a British con- 
glomerate that owns half of The Economist; he failed in his at- 
tempts to influence how firms such as Heron were restructured. 
Others ascribed such failures to a lack of 
attention to detail, and he gained a repu- 
tation for promising much but deliver- 
ing little. “He worships form over sub- 
stance,” says one rival. 

Yet, however much it dislikes him, 
the financial establishment would be 
unwise to dismiss Mr Klesch. Today’s 
schemes are more modest, and so more 
plausible, than the failed bids of the 
1980s. More important, Europe needs 
people like Mr Klesch. Its protected firms 
have been able to ignore basic business 
principles for too long. With fresh 
money, Mr Klesch brings discipline and 
fresh ideas—even if he does spread de- 
viousness on Europe's golf courses. 
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[49] tips for stressed-out executives. The new 
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Bonds that rock and roll 


NEW YORK 


From cinema tickets to parking fines, almost everything is being securitised. 


Does it all make sense? 


ANCY investing in a security whose pay- 

off depends on how much beer is is sold 
in British pubs? How about a bond to be 
paid by collections of overdue parking 
fines in New York city? If you'd prefer, you 
can purchase the rights to a slice ofthe reve- 
nues from old Italian films, or the amounts 
raised by selling executive suites in Den- 
ver's new stadium, or the royalties earned 
by pop stars such as David Bowie and Rod 
Stewart. There is barely a cash flow any- 
where, it seems, that cannot be reassembled 
into a bond-like security that the most con- 
servative of investors might buy. 

Putting such strange instruments to- 
gether has become one of the hottest busi- 
nesses on Wall Street. New issues of asset- 
backed securities rose by a quarter last year, 
to $484 billion (see chart) This year's 
growth rate is expected to be at least as 
rapid, and the value of new asset-backed se- 
curities may for the first time exceed that of 
traditional corporate bonds. Mostly, that is 
good news, as securitisation can reduce the 
cost of borrowing. Yet amid the enthusi- 
asm, the risks may be overlooked. The fact 
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that new sorts of security can be created 
does not always mean they should be. 

It is easy to see why securitisation has 
become so popular. Issuers gain instant ac- 
cess to money for which they would other- 
wise have to wait months or years, and they 
can shed some of the risk that their ex- 
pected revenues will not materialise. In- 
vestment bankers are able to finance their 
customers without extending loans that tie 
up large amounts of capital. And investors 
can hold a new sort of asset, less risky than 
unsecured bonds, so they can diversify 
their portfolios and thus reduce their risk. 

Those, at least, are the theoretical bene- 
fits. Turning them into reality can be tricky. 
In fact, for all the current excitement about 
rock-star bonds and the like, it is striking 
that the vast majority of asset-backed se- 
curities are American and involve a few 
types of assets, such as mortgage and credit- 
card loans, which generate relatively pre- 
dictable amounts of cash at predictable 
times. Much of this years growth is ex- 
pected to come from banks securitising 
loans that are already on their books and 


from an increase in American-style sec- 
uritisation in other markets, especially Eu- 
ropean. Yet even that is by no means cer- 
tain: two previous attempts to introduce 
Europeans to asset-backed securities failed, 
even though American investment banks 
spent a fortune trying to make them work. 

Even traditional sorts of asset-backed 
securities sometimes spring nasty sur- 
prises. Investors in mortgage-backed securi- 
ties have repeatedly taken hits when bor- 
rowers repaid in larger numbers than 
computer models had predicted. And in 
the past year, AutoBond Acceptance, a car 
lender, saw profits drop and GreenTree Fi- 
nancial, which lends on mobile homes, re- 
ported a loss after default and pre-payment 
rates were higher than expected. The securi- 
ties continued to perform, because inves- 
tors had purchased only a portion ofthe ex- 
pected payments rather than the whole lot. 

These failures illustrate how difficult 
securitisation can be even with relatively 
straightforward assets. It is harder still to 
make securities out of such things as music 
royalties and patent licence fees. 

Most traditional securitisations involve 
cash flows that have been earned, but are 
not yet received; the main risk is that the 
cash will flow earlier or later than prom- 
ised, or not at all. When lots of similar re- 
ceivables are bundled together in an asset- 
backed security, the average rates of default, 
late payment and pre-payment are predict- 
able, so both issuers and investors can be 
relatively confident of their ability to value 
the security properly. 

Many of the more exotic asset-backed 
securities, by contrast, are based not on 
earned-but-uncollected cash, such as 


monthly mortgage payments, but on fore- 
casts of future earnings. Henry Morriello, a 
partner at Kaye Scholer, a law firm in New 
York, reckons that at least five years of sales 
data are necessary to have much confi- 
dence about future streams of music reve- 
nues, which is why established rockers such 
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worldwide, $bn 
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as Messrs Bowie and Stewart have been 
able to do deals; it would be much harder 
to predict royalties for shorter-lived acts, 
such as the Spice Girls. Even so, music fans 
and cinema-goers are fickle, so the past may 
not be a reliable guide to the future. 

Some of the new financial instruments 
also confront investors with a problem 
largely absent from traditional asset- 
backed securities: moral hazard. In this 
case, that means that the issuer's own ac- 
tions can have a considerable impact on 
the value of the securities. Once a pool of 
mortgages is securitised there is little that 
the original lender can do to alter its value. 
The value of PolyGram’s recent $650m 
securitisation of ticket, video and merchan- 
dising revenues, however, depends heavily 
upon how hard the company promotes its 
upcoming films. There may be moral issues 
of a different sort as well. “What happens to 
record sales if the star is caught molesting 
kids?” asks Paul Taylor, of Duff & Phelps, a 
bond-rating agency. 


Odd couples 


One reason investors love securities which 
pool assets is that they limit risk by 
minimising the loss if something awful 
happens to any one asset. This is harder to 
do with royalties, film revenues and patent 
licences: One rock star’s royalty stream dif- 
fers from another's in a way that two 25- 
year mortgages rarely do. Although Rod 
Stewart is reported to have securitised his 
royalties, that is only half true; he merely 
received a $15m loan secured against future 
royalties. Bankers hope to bundle this with 
other loans to entertainers and fully 
securitise it, but this is proving hard to do. 
Just negotiating the simpler deal an- 
nounced last week took more than a year. 





Where did you hide the cash flows? 
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Complicating matters further, it is not 
always clear whether the issuer of such one- 
off securities actually owns the cash flow 
being securitised. There can be huge legal 
problems in establishing ownership of pat- 
ents and royalties, points out Joseph Dono- 
van of Prudential Securities. Sometimes, 
ownership is shared among several people 
or companies, not all of whom may want to 
be part of the securitisation. 

Together these factors are an obstacle to 
unusual securitisations. To make them 
Work, issuers may have to pay a big price by 
securitising only a small fraction of the 
forecast cash flow, by paying a high interest 
rate or by providing other safeguards. Last 
year, pop's Mr Bowie had to persuade his 
record company to guarantee investors’ 
money in case his music fails to sell as ex- 
pected before he could complete the $55m 
securitisation of his future royalties. 

Most of this strange paper ends up in 
the portfolios of pension funds and insur- 
ance companies which are willing to bear 
the risk in exchange for some extra return. 
When Punch Taverns, a British firm, issued 
£535m ($889m) of securities in March tied 
to beer sales and publicans’ rental pay- 
ments at 1,428 pubs, the main buyers were 
non-British banks. In general, such securi- 
ties must be held to maturity. Unlike mort- 
gage-backed securities, the price of which 
changes constantly in response to interest- 
rate movements, there is no easy way to 
reckon whether the revenues from future 
beer sales are worth more today than yester- 
day. This makes the securities difficult to 
value and therefore hard to trade. 

The possibilities are limited only by in- 
vestment bankers' imaginations—and the 
gullibility of the bond-rating agencies. The 
raters, whose imprimatur is often essential 





for a security's success, say they are cur- 
rently refusing favourable ratings to far 
more proposed issues than they endorse. 
Despite all the hype about exotic securities, 
that means that the thriving securitisations 
are likely to be the duller ones. 





Fund management 


South Korea's 
hidden horror 


SEOUL 


ANKS in South Korea are notorious for 
deceiving shareholders by hiding non- 
performing assets. Unknown to the public, 
however, the problems at South Korea's 
seven fund-management companies may 
be just as serious as those at the banks. 

Fund management has been one of 
South Korea's few booming businesses. 
With depositors fleeing troubled banks, the 
assets of Korean investment trusts (which 
are similar to unit trusts in Britain and 
closed-end mutual funds in America) have 
been growing rapidly and now, according 
to industry figures, total about 115 trillion 
won ($100 billion). But some fund-manage- 
ment firms are hiding secrets too explosive 
to be disclosed. The assets they manage are 
not valued at market prices. Their capital 
losses are not fully reflected in fund manag- 
ers' income statements. And government 
sources tell The Economist that fund-man- 
agement firms may have secretly diverted 
up to 10 trillion won from the investment 
funds into their own accounts. Much of this 
may now be unrecoverable. 

The three firms that jointly control two- 
thirds of South Korea’s investment-trust 
business, Korea, Daihan, and Citizens, have 
lost a cumulative 3.6 trillion won on their 
proprietary trading to March 31st, accord- 
ing to unpublished government figures. 
Their losses would be even greater if ac- 
counting rules, which require them to rec- 
ognise only 10% of their capital losses and 
do not force them to value bonds at market 
prices, were tightened up. Interest pay- 
ments on an estimated 13 trillion won of 
borrowings are also eating into the fund 
managers’ profits. 

Not all of this is the investment-trust 
companies’ fault: the government used 
them to boost a sagging stockmarket in 
1989 by forcing them to borrow 2.7 trillion 
won to buy shares. Share prices peaked in 
April 1989, leaving the firms stranded 
when prices plunged and interest rates 
soared, Their capital is depleted. 

That said, the investment-trust compa- 
nies themselves are far from blameless. 
Aside from allegedly diverting massive 
amounts of investors’ money for their own 
purposes, they have largely ignored the law 
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From trough to spit 


requiring them to set aside at least 5% of 
funds under management in cash. This has 
forced them to borrow heavily to meet in- 
vestors’ demands to redeem shares. 

These problems come as an embarrass- 
ment to the finance ministry officials who 
supervised fund-management businesses 
until last month. The new financial super- 
visory commission, which has had respon- 
sibility for the funds since April 1st, appears 
dumbfounded. On May 8th it was expected 
to allow foreigners to set up funds without 
teaming up with a local majority partner, à 
move meant to help weed out badly man- 
aged local firms. 
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Yet foreigners are reluc- 
tant to rush in. They are de- 
terred by a requirement that 
the total funds they manage 
not exceed 50 times their capi- 
tal. And they rightly fear un- 
pleasant surprises, caused for 
instance by a lack of transpar- 
ency that makes it difficult 
even for professional inves- 
tors to assess the value of listed 
shares. In any case, foreign en- 
try into the fund-manage- 
ment industry will not resolve 
the difficulties at hand. 

The government fears that disclosure of 
the fund managers’ true condition will 
cause à run on the trusts. Rapid liquidation 
of the trusts’ holdings as investors with- 
draw their money might have little impact 
on the stockmarket, as the trusts keep only 
3% of their assets in equities, but it could be 
catastrophic for the bond market. It would 
also be costly for the government, which 
has promised to protect investors if a trust 
fails to redeem its shares at their current 
value. At the moment, officials seem to 
have no ideas for dealing with either of 
these problems. 


ee 


Asian exports 
Missing link 


BANGKOK, JAKARTA AND MANILA 


S THE managing director of the Inter- 
national Monetary Fund, Michel 
Camdessus, pointed out this week, those 
who believe in “instant miracle cures” for 
Asia’s economic ailments “will always be 
disappointed”. But even those who know 
recovery will be slow and painful are per- 
turbed by the persistence of one particular 
symptom: poor export performance. After 
all, the countries worst affected have seen 
the value of their currencies fall by between 
35% and 70% against the American dollar 
since July last year. Most have had to cut 
government budgets and raise interest 
rates. It was known that economic growth 
would suffer. But there would be a com- 
pensation: with their newly competitive ex- 
change rates, the former tigers’ exports 
would soar. 
it has not happened. Exports from five 
South-East Asian countries, Indonesia, Ma- 
laysia, the Philippines, Singapore and Thai- 
land, have actually fallen marginally in 
dollar terms since last August. For the first 


nT 


. Dutch courage 
| 
| 
| ES as the first Europeans to go to the 
polls since the formal launch of the 
single currency, the Dutch found it hard 
to infuse excitement into their general- 
election campaign. Infusing it with hon- 
esty was easier. In the run-up to the vote 
| on May 6th, in which the Liberals, La- 
bour, and Greens increased their strength 
at the expense of the Christian Demo- 
| crats, the Netherlands deployed a tech- 
nique that did not prevent politicians 
from promising the moon, but at least 
| forced them to come clean about the cost. 
At the heart of the scheme is the Cen- 
tral Planning Bureau, whose stat- 
isticians are so independent and 
so respected that the Dutch cabi- 
net quakes when its annual eco- 
nomic forecasts are published. 
Two months ago, the bureau de- 
veloped an economic forecast, 
covering such variables as GDP 
growth, unemployment and the 
tax burden, on the assumption of 
unchanged government policies 
through the life of the next parlia- 
ment to 2002, and on to 2020. 
Then the statisticians plugged in 
the campaign promises of the 
five main political parties. Where 
those commitments contained 
more fancy than fact, the luckless 
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Voting the pocketbook 


politicians were interviewed and asked to 
elucidate their pledges. 

On the previous occasion that this ex- 
ercise was conducted, in the run-up to the 
1994 election, the bureau projected that 
the Christian Democrats would have to 
make large cuts in welfare benefits to ful- 
fil their promises of large tax cuts. That be- 
came one of the campaign’s central issues. 
It may have stopped the Christian Demo- 
crats from winning enough votes to help 
form the government. 

This time, the bureau’s projections 
made unemployment a dominant theme. 









The press jumped on the fact that the pro- 
jections showed the Christian Democrats’ | 
proposed policies would hardly dent the | 
numbers out of work at the end of 2002. 
At the other end ofthe scale, the proposals 
of the Green Left party would lead to the 
biggest drop in unemployment, mainly 
by shortening the working week and us- 
ing taxes on pollution and profits to fi- 
nance more public-sector jobs. 

The bureau's officials say that the exer- — | 
cise brought home to the parties the need | 
to choose between cutting taxes or social- — 
welfare contributions and reducing the 
budget deficit. When they were privately 
shown the first results of the forecasts, 
most parties decided to increase tax cuts 
or to change their distribution. 
The biggest tax cuts on offer were | 
those proposed by the three 
members of the ruling coalition; 
the Christian Democrats aus- 
terely decided to concentrate on 
deficit reduction instead. 

One effect of the exercise, says | 
Pieter Winsemius of McKinsey, a 
management consultancy, has 
been to weed out manifestos that 
rely on “fantasy financing”. An- — 
other has been to narrow the 
gaps—already small in a country 
run by coalitions—between po- 
litical parties. The danger with all 
this realism? Politics may be- 
come a serious business, after all. 
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Trading down 
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quarter of this year, the picture is even 
bleaker: a 5% decline over the past year im- 
plying, says Nicholas Brooks of the securi- 
ties firm Santander Investment, that the cri- 
sis is worsening. In most cases, trade 
balances have improved. But this is due to a 
collapse of imports, not an increase in the 
volume of exports. Since the import slump 
means that the region is bringing in fewer 
raw materials and intermediate goods for 
manufacturing, it implies a continuing ex- 
port downturn. This was not what the IMF 
doctor ordered. 

One trouble is that some of the IMF's 
prescriptions, such as tight monetary poli- 
cies and the restructuring of financial sys- 
tems, hit exports. In Thailand and Indone- 
sia in particular, manufacturers are being 





| (iei dece those Albanian pyra- 
| mids, offering gullible investors out- 
landishly high rates of interest, frantically 
sucking in new deposits to repay old 
debts, then collapsing spectacularly and 
creating civil unrest? To foreigners, they 
were a mere curiosity. To most Albanians, 
they spelt ruin. The schemes' demise 
stripped seven out of ten Albanian fam- 
ilies of their savings—more than $1 bil- 
lion in all. Now the suffering has spread— 
to accountants. 
| Deloitte & Touche, one of the world's 
| biggest bean-counting firms, was hired 
last November to audit and liquidate five 
of the 20 or so pyramids. Among its 
charges is Vefa, the largest scheme, which 
owes money to 90,000 investors. Murky 
accounting has been the least of Deloitte's 
problems. Some 50 Vefa depositors re- 
cently went on hunger strike at the fund's 
| Offices after its charismatic founder, 
Vehbi Alimucaj, told them Deloitte was to 
blame for not releasing their money. Sev- 
| eral newspapers linked to Mr Alimucaj or 


| 





to the former government have sharply 
criticised the clean-up. The accountants, 
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squeezed by high interest rates, assuming 
they can find a bank willing to lend at all. 
Both countries' governments have poured 
so much money into keeping drowning 
banks and finance companies afloat that 
they need to borrow heavily from the sur- 
viving institutions. The bankers under- 
standably find lending to the central bank 
more attractive than financing exports. 

In Indonesia, there is another financial 
constraint: the difficulty of securing letters 
of credit through local banks, none of 
which is now regarded internationally as 
creditworthy. Exporters there also have 
trouble finding containers to ship their 
goods, because so few are arriving carrying 
imports. 

Most South-East Asian countries are 
also hampered by the very regional integra- 
tion that seemed such a plus when times 
were good. Most export heavily to their 
neighbours, so the slump is mutually re- 
inforcing. The downturn in Japan, another 
big market, has not helped. The one coun- 
try where trade is still booming is the Phil- 
ippines, which ships 36% of its exports to 
America and has relatively strong banks. 

A few years ago the fast growth of coun- 
tries such as Thailand and Malaysia was 
driven largely by exports, which increased 
by more than 20% a year. In retrospect, that 
export boom may have been the unrepeat- 
able result of cheap money and buoyant in- 
vestment. As the manufacturers of South- 


once had guns flashed at them as they re- 
trieved documents, go nowhere without 
bodyguards. In March a bomb exploded 
outside their offices. 

For all its effort, Deloitte is yet to gain 
complete control. Robert Cameron-Ellis, 





the team's leader, says that several parts of 
Vefa are co-operating and that Deloitte 
controls its purse strings, but many em- 
ployees remain loyal to Mr Alimucaj and 
refuse to help reconstruct the books. “I 
have done similar work before, but never 
in such uncontrolled circumstances," 
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East Asia move upwards into higher value- 
added products, export growth should pick 
up again. But when that happens, it may be 
as much a consequence of economic recov- 
ery as its cause. 





Futures markets 


Death threats 


OR London's financial futures ex- 

change, it has been a prickly few 
months. Until recently, though, things were 
not unremittingly bad. Yes, LIFFE’s arch-ri- 
val, Germany's prB, wrested away a key 
market in German government-bond fu- 
tures. Yes, its technology programme 
looked somewhat dishevelled. And yes, 
some board members were in open revolt. 
But LIFFE was still growing strongly, the ex- 
change's managers comforted themselves, 
and still controlled the most heavily-traded 
futures contract in Europe, for short-term 
German interest rates. Now, however, the 
future really does look bleak: even this busi- 
ness may quickly disappear. 

On May 6th, two of the exchange's most 
powerful members, Salomon Smith Bar- 
ney and Chase, said they may abandon 
LIFFE and trade short-term p-mark (or 
"Euromark") contracts on the prs instead. 
If they carry out their threat, LIFFE could be 


According to another accountant, the | 


Dismantle with care 


government is “in denial", confident that 
Albania's shaky legal system gives liqui- | 
dators all the help they need. Nor will it | 
help to reimburse cheated investors from 
the budget. Instead, it has drafted a law 
authorising repayment from the pro- 
ceeds of liquidations, which it hopes will 
take effect next month. But the bill must | 
first travel through parliament, which | 
will no doubt debate it enthusiastically: 
as the bill stands, senior politicians, 
many of whom lost money in the pyra- 
mids, are ineligible for reimbursement. — | 
Ordinary depositors are likely to be | 
disappointed too. Some pyramids si- | 
phoned deposits into bank accounts or | 
properties abroad. Others emptied their 
coffers trying to keep up with repayments. | 
And the pyramids’ balance sheets are rid- 
dled with holes. The five in Deloitte’s care 
claim to have assets worth $467m; | 
Deloitte reckons they are actually worth 
$50m. The best guess is that investors will | 
get back only 10-15% of their money. All of 
which must be nerve-wracking for ac- 
countants at Coopers & Lybrand, which 
has just been hired to look into 12 smaller 
pyramids. “I only hope we don’t face the | 
same sort of problems as the others,” says 


|. who have faced numerous threats and says Mr Cameron-Ellis. a Coopers spokesman. | 
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Nervous times 


crippled. Chase is the biggest trader of 
Euromark contracts at the exchange, claim- 
ing a 6-7% market share. Salomon is also a 
big trader, so others are certain to follow. 
Now that the pts has captured more than 
80% of the market for German government- 
bond futures, LIFFE relies for much of its 
livelihood on Euromark business, which 
last month accounted for 31% of the ex- 
change's overall trading volume. 

Both Chase and Salomon blame the 
way LIFFE trades—in physical "pits", where 
dealers meet each other face to face. The 
DTB, by contrast, uses computers, which are 
cheaper and more efficient. Like other ex- 
changes which have stuck to pit trading, 
LIFFE claims that the pits are better at han- 
dling contracts which are complicated to 
trade, like short-term interest-rate futures. 
But last month, when the French futures ex- 
change, Matif, opened electronic markets 
alongside its pits, trading in short-term in- 
terest-rate contracts quickly migrated to the 
computers. The pits will probably close 
within a few weeks. 

Earlier this year, LIFFE announced 
plans to accelerate development of an elec- 
tronic system to replace pit trading for 
some contracts. Under current plans, that 
system will not be ready until the end of 
1999. Chase's threat to move its business at 
the beginning of next year may force LIFFE 
to act much faster. It could try to accelerate 
its technology plans once again. Having 
pumped more than £10m of its members’ 
money into its own system, the exchange is 
reluctant to scrap it and buy one instead. 
But an outside system might be up and run- 
ning quicker, and speed is now essential. 
The longer LIFFe dithers, the less likely it is 
to have a future at all. 
APCTU———X———————Á—— «o£ 
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Indian banking 
Minority opinion 


MUMBAI 


HREE decades of state ownership has 

made India’s banks look like weaklings. 
Only three rank among the 100 biggest in 
Asia outside Japan, and the largest, State 
Bank of India, ranks a lowly 25th. A govern- 
ment-appointed committee has just de- 
clared that this situation could be rectified 
by merging the strongest of the 27 state- 
owned banks into a few of global size. But 
first, it said, government ownership must 
shrink to a minority. That recommenda- 
tion, predictably, has upset bank employ- 
ees, not to mention politicians. 

Past bank mergers, the panel said, 
bailed out weak banks by making the 
strong ones feeble. In future, it advised, 
mergers must not be mere formalities, but 
must allow the rationalisation of staff and 
branches. Such talk, considered sensible 
elsewhere, is nothing short ofblasphemy in 
India. Even though the committee carefully 
avoided recommending the sale of the 
banks, urging instead that the government 
let them issue new private equity to dilute 
its stake to around 33%, the import was 
clear. Despite the panel's suggestion that 
the 1.3 million bank workers be given some 
shares, their unions promptly threatened 
to go on strike. 

They have plenty to lose. Existing law re- 
quires the national government to own at 
least 5196 of the shares in the state banks. 
They have maintained a dominant pres- 
ence within India, thanks mainly to gov- 
ernment help. They received a whopping 
960 billion rupees ($27 billion) in public 
deposits last year, while India's capital 
markets raised a mere 46 billion rupees. 


But the state banks are shockingly inef- 
ficient. They earn a scant 0.56% return on 
assets, compared with 1.15% for Indian pri- 
vate banks and 1.41% for foreign banks. This 
is because of the high costs they bear: bad 
loans, employees who cannot be sacked, 
branches that cannot be closed. The banks 
produce a 5.6% return on the government's 
equity. Given that the government pays an 
average of 10.4% to borrow, its investment 
in the banks is money down the drain. 

Six years ago new accounting norms, in- 
troduced as part of a liberalisation of the 
financial sector, exposed big holes in the 
banks' books. Since then the government 
has committed Rs200 billion to strengthen 
their capital and allowed six strong banks 
to bring in private minority shareholders. 
The robust banks are straining at the leash. 
Earlier this year they won freedoms to re- 
cruit technical staff and decide foreign 
postings. More significant decisions are 
still controlled by the government: State 
Bank of India, for instance, was recently 
blocked from moving its treasury desk 
from Calcutta to Mumbai after its workers 
protested. Even the banks that have compe- 
tent managers are not free to make deci- 
sions based on commercial considerations. 

India’s weak coalition government may 
not survive long enough to put the panel’s 
recommendations into effect. But the real- 
ity is that there is no alternative. Eleven of 
the state banks have capital equivalent to 
less than 10% of their assets. Lending is 
growing at 15%, but the banks cannot sus- 
tain that growth without enough new capi- 
tal to keep their capital-to-asset ratios above 
the 8% regulatory minimum. Under the 
pressure of a widening budget deficit, the 
government is in no position to provide 
that capital. So if the banks are to keep on 
lending, they will have no choice but to 
turn to private investors. 
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Investment banking 


Riches to rags 


Emerging markets have been a minefield for investors. The bankers who were 
keen on the developing world have not done very well either 


EHMAN BROTHERS and Schroders are 
cutting back in Asia. ING Barings has re- 
trenched in Latin America. Peregrine, an in- 
trepid pioneer in countries from Myanmar 
to North Korea, went spectacularly bust. 
For the world's investment bankers, things 
in emerging markets could not have gone 
more wrong. 

Not long ago bankers drooled over the 
money to be made from the world's poorer 
countries. These "emerging markets"—a 
term encompassing wealthy South Korea 
as well as dirt-poor Kenya—had everything 
rich countries were thought to lack: brisk 


economic growth, soaring financial mar- 
kets, obedient workers and less cutthroat 
competition for business. Now, some bank- 
ers are less keen. Wall Streets marketing 
men are applying their skills to more prom- 
ising products closer to home: while Asian 
stocks have halved in value since the begin- 
ning of 1995, American shares have more 
than doubled (see chart on next page). 
Some banks are even beginning to ques- 
tion whether their emerging-market opera- 
tions made sense in the first place. 

At the time, that investment seemed jus- 
tified for a couple of reasons. Investors in 
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America and Europe were eager to chase 
the higher returns in emerging markets, if 
only investment bankers would help them 
do it. Meanwhile, emerging-market compa- 
nies and governments needed to raise lots 
of capital. Investment banks thought they 
could turn a handsome profit chanelling 
this flow of savings—from advising on big 
privatisations in Buenos Aires, to selling 
emerging-market funds in Hong Kong. 

However, the money has not flowed 
smoothly (see lower chart). This has helped 
make financial markets extraordinarily 
volatile. Nobody could have missed the 
stomach-churning plunges in Asia’s cur- 
rencies and stockmarkets last year. Less no- 
ticed were the ferocious rallies earlier this 
year. At the beginning of January one in- 
vestment bank picked a portfolio of Asian 
stocks that it thought cheap. By the end of 
February, the portfolio had risen by 88%. 

Ordinarily, traders love this sort of vola- 
tility. But investment banks have found 
that in emerging markets it can be treacher- 
ous. To make markets in shares and bonds, 
traders must own some investments them- 
selves. But in bad times, shares are harder to 
hedge and less easy to sell. At the height of 
Asia’s financial crisis, says one banker, 
“you might try shifting 10,000 shares in a 
company and find that the price had just 
fallen by 15%.” So emerging-market trading 
operations have required more capital 
than most investment banks reckoned on— 
and their profits, properly accounted for, 
are lower than they expected. 

The need for extra capital has 
kneecapped some smaller investment 
banks. Two years ago, MC Securities, an in- 
vestment bank focused on Eastern Europe, 
surrendered its independence to Banque 


It may prove a costly campaign 
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Bruxelles Lambert, a Belgian bank since ac- 
quired by ING. Last month, ING sold on bits 
of MC's operations to Flemings, a British in- 
vestment bank with a large emerging-mar- 
ket business. Caspian Securities, a small in- 
vestment bank which looks only at 
emerging markets, started in 1995 with 
$50m of equity capital. It has since gone 
back to its shareholders for more, increas- 
ing the company's capital base to $240m. 
Caspian says it had planned to raise this 
amount of capital from the outset. 

Some smaller investment banks have 
also found life hard because big investors 
demand a global service from their invest- 
ment banks, from Bratislava to Bogota. This 
is why Flemings, for instance, is trying to 
cosy up closer to its sister company, Jardine 
Fleming, in which it has a 50% stake. The 
latter is strong in Asia, the former in East- 
ern Europe and Latin America. 

Will the business recover? That partly 
depends on whether demand for emerg- 
ing-market shares picks up again. Three big 
Latin American privatisations, involving 
the flotations of a Venezuelan aluminium 
producer, Ecuadors telephone company 
and a Brazilian electricity distributor, have 
run into difficulty recently for want of buy- 
ers. Some investment banks (notably, ones 
without big emerging-market operations) 
now argue that emerging-market shares are 
a poor investment. According to a recent re- 
port by NatWest, a British bank, American 
shares have offered better returns, adjusted 
for the risks, than emerging-market equities 
over the long term. Investors, says the bank, 
should buy shares in multinational firms 
with big emerging-market businesses in- 
stead ofemerging-market shares and funds. 
If investors heed this advice, privatisations 
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and other share placements will suffer. 

Meanwhile, some banks are trying to 
peddle other emerging-market invest- 
ments instead. ING, for instance, wants to 
sell local debt instruments, like Brazilian 
treasury bills, to foreign investors. J.P. Mor- 
gan wants to expand this part of its busi- 
ness, too. But, compared with the equities 
business, the market is a small one. Most 
buyers are either hedge funds or other 
banks. Local debt markets are also difficult 
to trade without a local branch network, 
which adds to costs. ING has a ready-made 
network: its free-wheeling commercial 
bank, which has branches in 60 countries. 
J.P. Morgan needs to build one, and must 
be more careful about overextending itself. 

Some American houses, such as J.P. 
Morgan, Merrill Lynch and Goldman 
Sachs, invest their own money in private 
equity deals, which should pay well so long 
as the public markets eventually recover. 
Merrill is sitting the most comfortably. Lots 
of its emerging-market staff sell private- 
banking services, which should suffer less. 
In Latin America, for instance, about half of 
Merrill's staff are private bankers. 

Of course, all of this plays to the biggest 
and most diversified investment banks, 
most of which are American. Flemings ex- 
cels at selling emerging-market equities to 
American and European investors, but of- 
fers little else. If Wall Street continues to 
soar while Asia and Latin America stag- 
nate, Flemings and others will struggle. 
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How much 
should you pay 
expatriate staff? 


Kt su. If you are involved in transferring employees internationally, 
—À — accurate information on relative living costs is critical. 


worldwide 


Cost of Living Survey 


=. : ; : After all, a difference of 10 points in an index can result in over- 
= = or underpayment of a manager by as much as US$7,000 a year. 
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A totally independent survey of prices in 
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your company's exchange rates. New reports 
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up-to-date price data. | 
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Hubble, bubble, inflation trouble? 


Should central banks try to target asset-price inflation? 














HREE weeks ago The Economist sug- 

gested that a bubble economy was 
developing in America; we urged the Fed- 
eral Reserve to raise interest rates. This has 
prompted much debate about whether 
Wall Street is really overvalued, and 
whether America's economy is as healthy 
as many commentators believe. However, 
the more intellectually challenging side 
of our argument has received little atten- 
tion: should a central bank such as the 
Fed set monetary policy with an eye only 
to consumer prices, or should it, as we 
contended, worry about the prices of fi- 
nancial assets as well? 

There is wide agreement today on the 
general principle that the main job of 
central bankers is to attain price stability. 
But which prices should they seek to stabi- 
lise? The prices paid by producers, such as 
manufacturers, have been falling in 
America and in much of Europe, but 
these seem not to command much of cen- 
tral bankers’ attention. America's most 
widely watched measure of inflation, the 
consumer-price index, rose by only 1.4% 
in the year to March, indicating no par- 
ticular need to tighten monetary policy. 
But neither of these measures includes 
the prices of assets such as shares and 
property, which have recently been rising 
rapidly. A price index incorporating asset 
prices might well indicate a need for 
higher interest rates. 


Old advice 


The idea that central banks need to take 
account of asset prices when setting mon- 
etary policy is hardly new. It was first pro- 
posed 87 years ago by Irving Fisher, an 
American economist who believed that 
policy makers should try to stabilise a 
broadly defined price index which in- 
cluded asset prices such as shares, bonds 
and property as well as the prices of pro- 
ducer and consumer goods and services. 
According to Fisher, there was a close rela- 
tionship between monetary growth and 
this wider measure of inflation, and thus 
a rapid rise in the index signalled the 
need for tighter monetary policy. 

Fisher's work, “The Purchasing Power 
of Money", appeared in 1911. In recent 
years, though, there has been disappoint- 
ingly little research on how monetary pol- 
icy should respond to asset-price infla- 
tion. The copy of Fisher's book which The 
Economist borrowed from the London Li- 
brary was last lent out in 1978. 

The Fed has certainly been looking 
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closely at asset prices over the past year. In 
a speech last year, Alan Greenspan, the 
Fed's chairman, argued that asset prices 
have an important role to play in setting 
monetary policy. Fed economists are 
known to have been examining that issue 
closely, although their research has so far 
not been published. 

A broadly defined price index, along 
the lines recommended by Fisher, would 
be a useful complement to existing mea- 
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sures of inflation. Joseph Carson, an econ- 
omist with Deutsche Morgan Grenfell in 
New York, has concocted such an index, 
which considers changes in property 
prices and share prices, producer input 
and output prices, along with consumer 
prices. Those various components are 
weighted broadly in line with the struc- 
ture of the economy, so that changes in 
consumer and producer prices account 
for about four-fifths of the total index, 
property about 15% and share prices 5%. 
The results of this exercise are star- 
tling. Despite the tiny weight given to 
share prices, Mr Carson's overall price in- 
dex has risen by 6% over the past year—its 
fastest since the late 1980s (see top chart). 
This is far in excess of “price stability" by 
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any definition, and suggests that a rise in 
interest rates is long overdue. 

Why should a central bank worry 
about such a broad price index rather 
than focusing solely on the prices con- 
sumers pay? The answer is that asset-price 
inflation can be harmful to economic 
health in the same way as inflation in the 
prices of goods and services. 

First, consider the main reason why 
general price inflation retards economic 
growth: it can lead to a misallocation of 
resources. High inflation makes it hard 
for firms and individuals to distinguish 
changes in the relative prices of particular 
items from general changes in the average 
price level, so price signals become 
blurred. Likewise, asset-price inflation 
can distort price signals. For example, by 
reducing the cost of capital, a surge in 
shares prices may tempt firms to over-in- 
vest in new machines; rising property 
and share prices may encourage others to 
over-borrow to bet on future capital gains. 

A second reason why central banks 
need to keep a close eye on asset-price in- 
flation is that it can spill over into general 
inflation. If higher equity and property 
prices make individuals feel wealthier, 
they will spend more, and if the economy 
is close to full capacity, that will eventu- 
ally push up the prices of goods and ser- 
vices. In the first quarter of this year, 
Americans consumer spending ex- 
panded at an annual rate of 6%. And, 
third, if asset prices overreach and then 
collapse, as happened with property 
prices in many countries in the early 
1990s, there can be serious economic and 
financial consequences. 

Not all of America’s rise in asset prices 
is unjustified. Profits have been strong, 
and economic fundamentals are good. 
But excessive monetary growth has con- 
tributed to the strength of shares and 
property. The growth in both the m2 and 
M3 measures of money has increased 
sharply over the past year. Although there 
is no close relationship between the 
money supply and consumer-price infla- 
tion, there has been a close link between 
growth in M3 and rises in the broad price 
index over the past ten years (see lower 
chart). 

Seven decades ago, asset-price infla- 
tion was also associated with rapid credit 
expansion. Unfortunately, Irving Fisher 
then failed to heed the implications of his 
own theory. In 1929 he proclaimed that 
“Stocks have reached what looks like a 
permanently high plateau.” Within 
weeks, Wall Street had collapsed. 
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Repositioning the WHO 


GENEVA 


The World Health Organisation is about to be given a much-needed kickin the 


backside 


I: THE job had been advertised, the pro- 
spectus would have read something like 
this: 
The client is a 50-year-old multinational con- 
cern that was once the global leader in its sector. 
Recently, however, it has lost its direction. 
Though the market it serves is still growing rap- 
idly, it is also changing in ways that threaten the 
relevance of the client's traditional strengths. 
The client has also suffered over the past decade 
from weak leadership, and rival concerns have 
been competing for its territory. Nevertheless its 
brand is still strong, and while it may never re- 
gain its previous monopoly, it can probably be 
repositioned as primus inter pares in the sector. 
Its rivals need its expertise and it should be able 
to carve out a comfortable niche if it is prepared 
to co-operate with them. This will require a sig- 
nificant change of attitude on the part of some 
employees and that, together with the anti- 
quated management structure and an ill-ad- 
vised growth in the number of senior managers 
over the past few years, may indicate the need 
for some corporate downsizing. 
The client, of course, is the World Health 
Organisation (WHO). And the thankless 
task of reforming it has gone to Gro Harlem 
Brundtland, former prime minister of Nor- 
way, chairman ofa seminal environmental 
report and fully paid-up member of the In- 
ternational Great and Good. Having been 
nominated in January by the organisa- 
tion's executive board, Dr Brundtland will 
be elected as the wHO's director general by 
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the World Health Assembly (the nearest 
thing the wHo has to an annual general 
meeting) on May 13th. Formally, she will 
take up her position on July 21st. But the 
bow-wave of her appointment is already 
sweeping through the wHO's headquarters 
in Geneva. If they are wise, the organisa- 
tion's more notorious time-servers will al- 
ready be putting their personal possessions 
into bin-liners, in order to avoid the rush. 


WHO, what and why 


Like many middle-aged organisations (and 
people) a lot of the WHO's problems stem 
from the fact that it has not changed with 
the times. The wHo of old was supremely 
good at fighting infectious diseases. It still 
is. Though its greatest success, the extinc- 
tion of smallpox, happened more than two 
decades ago, the organisation now believes 
it is on course to eliminate polio—possibly 
by the year after next. It hopes to follow that 
up with three further eradications, includ- 
ing leprosy, in the first two decades of the 
next century. 

Dr Brundtland's most public initiative 
so far has been to capitalise on this experi- 
ence by renewing the WHO's campaign 
against malaria—or, rather, to attempt to 
capture the leadership of an anti-malaria 
campaign that the G7 group of industrial 
nations is expected to launch at a meeting 
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in Britain later this month. But even the 
WHO's own figures suggest that infectious 
disease is becoming yesterday's problem. 
Apart from Arps and the resurgence of tu- 
berculosis that has accompanied it, tomor- 
row's principal causes of ill health in poor 
countries are expected to become progres- 
sively more similar to those now found in 
the rich world. 

This means that chronic, non-commu- 
nicable (and often non-treatable) diseases 
will predominate. To fight these, the WHO 
will have to change its focus quite mark- 
edly, from managing immunisation pro- 
grammes and combating mosquitoes, to 
helping countries run national health-in- 
surance systems, tackle urban environmen- 
tal-health problems and deal with rising 
rates of cancer, cardiovascular disease and 
mental illness. 

The wHo is behind the times in an- 
other way as well. Parts of the organisation 
seem to be stuck in a 1940s public-sector 
timewarp. They regard government action 
as automatically good, profit as automati- 
cally evil, and intellectual property as theft. 
That sometimes makes collaboration with 
the private sector, particularly drug compa- 
nies, a fraught affair. But the age of medi- 
cine as a pure public service is over. Even in 
the poorer parts of the world, people will 
increasingly have to pay their own way. (In 
fact, a far higher proportion of health 
spending already comes directly out of pa- 
tients’ pockets in poor countries than in 
rich ones.) And the drug companies, their 
discoveries safely protected by patents, are 
the principal source of innovation in mod- 
ern medicine. 

Reforming these attitudes would not be 
easy in the best of circumstances, but the 
WHO's structure will make it harder. Hiro- 
shi Nakajima, Dr Brundtland’s predeces- 
sor, allowed the organisation to degen- 
erate—frequently, it is alleged, as a result of 
cronyism. (The number of executive direc- 
tors, the director general's immediate dep- 
uties, increased from five to 12.) Dr Naka- 
jima also allowed the WHO's six regional 
offices to get out of control. These offices, 
two of which pre-date the wHO's formation 
and were absorbed into it in 1948, guard 
their autonomy jealously. Their wayward- 
ness has always been a trial for directors 
general, but recently things seem to have 
got worse. Some of the regional offices are 
now bypassing the wHo offices in individ- 
ual countries altogether, and dealing di- 
rectly with health ministries there, so that 
the WHO's representatives on the ground 
frequently do not know what is happening. 

if any bypassing is to take place, it 
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should probably be of the regional offices 
themselves. Geneva, in other words, should 
be communicating directly with its coun- 
try offices. Reining back the regions will be 
difficult (a formal change in their relation- 
ship with HQ would require an alteration 
to the WHO's constitution), but a recent re- 
port by the WHO's six principal paymasters 
supports the idea, and tightening of finan- 
cial controls on the regions may, in prac- 
tice, do the trick. 

The autonomy of the regions, however, 
is symptomatic of a wider problem. With- 
out central control, related tasks are carried 
out by bodies that may not talk to each 
other, and new tasks are taken on almost 
on a whim. Jonathan Quick, the director of 
the wHo's Essential Drugs Programme (a 
worthy attempt to work out a minimum 
list of the drugs that should be available in 
every country in the world), describes the 
organisation as being like a Christmas tree 
on whose branches new projects are hung 
at random, frequently without regard to 
what is there already. 

Lack of central control is also a chari- 
table explanation for the wHo's notori- 
ously untransparent decision-making pro- 
cesses. Important policy documents often 
remain private. For example, the guidelines 
on links with commercial interests, which 
were drawn up in the 1980s, have never 
been formally published. 

Policy resolutions, too, have a tendency 
to appear from nowhere, as happened at 
the executive board meeting that anointed 
Dr Brundtland. The meeting passed some- 
thing called the “Revised Drug Strategy”, 
even though this had not initially appeared 
on its agenda. This “Strategy” is no minor 
idea. It urges member countries “to ensure 
that public health rather than commercial 
interests have primacy in pharmaceutical 
and health policies” when they implement 
the latest international agreement on intel- 
lectual property. That looks like a threat to 

drug-company patents, 

Dr Brundtland's first task, therefore, is 
to try to rationalise the wHO's structure. 
Though she refuses to discuss the details be- 
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fore she takes the reins, the Thatcher of the 
Left (as she was known to Norwegian politi- 
cal commentators) plans to flatten the orga- 
nisation, clarify who does what and make 
the place more open to scrutiny. Reorga- 
nisation, however, is useful only if it is a 
precursor to action. That means asking 
some hard questions about the WHO's role 
in the new century. 


You can bank on it 


Dr Nakajima's reign saw the WHO's exclu- 
sive franchise on world health eroded. One 
symptom of this was the creation of 
UNAIDS, a new United Nations pro- 
gramme to combat the ravages of the hu- 
man immunodeficiency virus. The wHo, 
which might, a couple of decades ago, have 
expected to tackle A1Ds alone, is merely one 
of six collaborators in the programme. But 
the most serious threat to the organisation's 
monopoly is probably the involvement of 
the World Bank in health policy. 

The Bank's activities have always had 
an impact on world health. Public works— 
particularly the supply of clean water and 
the removal of sewage—together with the 
reduction of poverty, are more important 
to a population's health than any medical 
intervention, with the possible exception 
of childhood vaccination. Even now, about 
8% of the burden of ill-health in low- and 
middle-income countries can be blamed 
on à lack of clean water and sewers, and a 


further 18% on inadequate nutrition. 
Promoting economic growth—the 
Bank's reason for existing—is there- 
fore the most effective health policy 
that a country can pursue. But, by 
recognising that the relationship be- 
tween health and growth is recipro- 
cal—that a healthy work-force will be 
more productive than an unhealthy 
one—the Bank has gradually become 
more directly involved. 

That involvement was formal- 
ised in 1993, when the Bank devoted 
its annual World Development Re- 
port to health. Now it has its own 
specialist “network” for Health, Nu- 
trition and Population, and man- 
ages a $10 billion portfolio of loans 

specifically for health-related projects—a 
portfolio that is growing by $1 billion to $2 
billion a year. 

This compares with a wHo budget, un- 
changed in real terms for 14 years, of 
$900m. And the Bank's ability to out- 
muscle the wHo is not merely financial. Its 
direct access to countries’ finance minis- 
tries (the wHo rarely deals with anybody 
higher up the cabinet table than the health 
minister), means that it can bend the ears of 
the people who matter most, and be rea- 
sonably sure that its agreements, once 
made, will not fail through lack of political 
support. It is, for example, in the process of 
persuading six countries to participate in a 
new vaccine-purchasing scheme that the 
WHO has been peddling for years without 
success—and  persuading other, richer, 
countries to finance it. 

In addition to its financial and political 
advantages, the Bank's attitude to health is- 
sues is harder edged. The wHo is given to 
grandiose objectives (“Health for all by 
2000" was one ludicrously unachievable 
example). By contrast, the Bank's 1993 re- 
port introduced the idea of "Disability Ad- 

justed Life Years", or pALvs, which quantify 
the effects of disease. Officially, of course, 
the wHo has always welcomed the Bank's 
initiative (and the DALY was co-invented by 
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one of its researchers). But privately, many 
of its employees were scandalised by the 
idea of measuring the success or failure ofa 
health policy by its economic conse- 
quences rather than by the ideologically 
pure goal of health for health’s sake. 

As a result of all this, collaboration be- 
tween the WHO and the Bank has broken 
down completely in some countries. One 
of Dr Brundtland's early objectives is there- 
fore to put a stop to that kind of nonsense. 
She visited the Bank in March, met its boss, 
Jim Wolfensohn, and both sides expressed 
their determination to co-operate. 

Such co-operation would benefit not 
only the organisations, but also their cus- 
tomers, the poor and ill. And it should give 
the WHO a way to come to terms with the 
most difficult change in the world of 
health: the rise of commercial medicine. 

The wHo's main commercial rela- 
tions—with the drug companies—have not 
been all bad. They have gone well enough 


when the firms have been in charitable 
mood. Several schemes depend on do- 
nated drugs (Merck’s products are helping 
in the campaign against river blindness, 
and SmithKline Beecham’s in that against 
filariasis). But the old guard’s suspicions 
about intellectual property have resulted in 
drug-company fears (not calmed by the Re- 
vised Drug Strategy that emerged so unex- 
pectedly from the meeting in January) that 
the WHO would like to collude with some 
of its member states to erode their patents. 

Collaboration with the private sector is 
essential to the WHO’s future. Dr Brundt- 
land has said she will encourage it (the only 
"drug" companies she disapproves of are 
the tobacco companies). If she succeeds, 
and if she can tailor the organisation to the 
needs of its customers, the wHo should 
have a bright future. Whether running it 
will prove easier than running Norway re- 
mains to be seen. But perhaps the WHO can 
yet be handbagged into shape. 





Cystic fibrosis and typhoid fever 


A Faustian bargain 


Natural selection has inflicted one disease on humanity in order to protect it 


from another 


IMPLE genetic diseases—those caused 

by the malfunction of a single sort of 
gene—are rare, and the explanation for 
their rarity is easy. People who suffer from 
them are at a marked reproductive disad- 
vantage, so the disease-causing genes do 
not tend to get passed from generation to 
generation. Like most rules, however, this 
one has an exception. 

The exception is sickle-cell anaemia, an 
illness caused by a fault in one of the genes 
for haemoglobin, the oxygen-carrying pro- 
tein that gives blood its colour. It is suffered 
predominantly by West Africans and their 
descendants in other parts of the world. 
The reason is that, while a double dose of 
the faulty gene (one from the mother and 
one from the father) inflicts the disease, a 
single dose confers protection against one 
of West Africa's top killers—malaria. People 
with a single dose of the faulty gene pro- 
duce enough normal haemoglobin to carry 
oxygen around their bodies, but the pres- 
ence of faulty haemoglobin somehow in- 
hibits the growth of the parasites that cause 
malaria. In evolutionary terms, this protec- 
tion outweighs the fatalities imposed by 
the anaemia, so the faulty gene is preserved 
in the population. 

For several years, researchers have sus- 
pected that something similar is true of cys- 
tic fibrosis in northwestern Europeans and 
their descendants. This disease, like sickle- 
cell anaemia, is usually fatal. But it is also— 
again like the anaemia—suspiciously com- 
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mon (in Britain, for example, it afflicts one 
child in 2,500). Unlike sickle-cell anaemia, 
however, no one has been able to work out 
which infection the possession of a single 
dose of cystic-fibrosis gene protects against. 

Gerald Pier, of Harvard Medical School 
in Boston, and his colleagues, think they 
have the answer: typhoid fever. Their re- 
search, published in this week's Nature, 


lésions coractórimtiqurs de be f&vre typhosde. 





Or risk cystic fibrosis 


studied the relationship between Salmo- 
nella typhi, the bacterium that causes ty- 
phoid fever, and the protein which, when 
faulty, causes cystic fibrosis. They showed 
that S. typhi uses the healthy version of this 
protein (known as cystic fibrosis trans- 
membrane conductance regulator, or 
CFTR) as an entry point into the gut cells 
that it infects. They also showed that cells 
which produce a mixture of healthy and 
unhealthy CFTR are much less likely to be- 
come infected. 

CFTR, as its name suggests, sits in the 
outer membrane of a cell. Its job is to regu- 
late the passage of chloride ions (electrically 
charged chlorine atoms) across that mem- 
brane. When it goes wrong, the local salt 
balance is upset and mucus tends to build 
up around the cells in question (particu- 
larly those in the gut, lungs and pancreas) 
with ultimately fatal results. Exactly how 
CFTR allows S. typhi to get into a cell is not 
yet clear, but the bug seems to have a spot 
on its surface that binds to part of the pro- 
tein. This anchor presumably allows it to 
penetrate the membrane more easily. 
Changing the chemical composition of the 
anchor (which is what happens as a result 
of the faulty gene), prevents the bacterium 
from sticking to it. 

Dr Pier and his team began their work 
by looking at cells cultured from a cystic- 
fibrosis patient. Some of these cells were 
left alone, while others had DNA for the 
healthy protein injected into them in order 
that they should produce normal CFTR as 
well. The researchers found what they had 
hoped: the injected cells took up between 
two and ten times as many S. typhi as those 
without the normal protein. 

To make a more precise model, the 
group then genetically engineered two 
strains of mice—one to contain nor- 
mal CFTR genes and the other to con- 
tain the faulty version. Mice with a 
mixture of the two genes were found 
to be protected against S. typhi infec- 
tion. These mice took up 86% fewer 
bacteria into their gut cells than 
those that had only the healthy 
genes—greatly reducing the chance 
of the bacteria getting a proper grip. 

It seems, therefore, that having a 
mixture of healthy and faulty genes 
(and therefore producing a mixture 
of healthy and faulty CFTR proteins) 
probably does protect against ty- 
phoid fever. It may not be much 
comfort to the parents of children 
with cystic fibrosis to know that they 
(being carriers of the faulty CFTR 
gene) will never catch an infection 
that is now, in any case, quite rare in 
the West. But it is a neat example of 
how modern life has rendered an 
evolutionary adaptation from the 
past irrelevant. 
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Unscientific readers of science 


With so many popular books explaining the mysteries of science, why are 


people still so ignorant of it? 


Fs! , a quiz. Which is smaller: an elec- 
tron or an atom? Which travels faster: 
light or sound? Did early humans co-exist 
with the dinosaurs? And, finally, a hard 
one: does the earth orbit the sun or the sun 
orbit the earth, and how long does it take? 

If you got the answers wrong, you're not 
alone. Annual surveys by the National Sci- 
ence Foundation (Nsr) show that fewer 
than half of all Americans know that elec- 
trons are smaller than atoms or that the 
earth goes round the sun once a year. The 
public is extraordinarily ignorant of the 
most basic scientific facts, and is resolutely 
staying that way. The percentage of Ameri- 
cans giving the correct answers has 
changed little over the past ten years. 

Yet in those same ten years the public 
has been buying science books like never 
before. Although figures on this are hard to 
come by, publishers, scientists and writers 
all attest to it. The public's appetite has 
been fed by a big rise in new books by scien- 
tists themselves, explaining the most tortu- 
ous theories with elegance and wit. Most of 
these scientists say that one of their aims is 
to combat ignorance about science. So why 
do so many people still have our solar sys- 
tem the wrong way round? 

One thing that is not happening is a 
sudden resurgence of public fascination 
with science. The NsFs surveys show that 
the slice of the populace claiming to be in- 
terested in science has stayed steady for the 
past 20 years. And there have been notable 
science books as far back as the late 18th 
century when the scientific verses penned 
by Erasmus Darwin, grandfather of 
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Charles, enjoyed great popularity. 

But science writing comes and goes in 
waves, says Nigel Calder, a science writer 
who remembers some of them. The most 
notable previous one was probably in the 
1930s, when J.B.S. Haldane, Lancelot Hog- 
ben and Julian Huxley were at least as fam- 
ous as Richard Dawkins, Steven Jay Gould 
and Stephen Hawking are now. 

Some were scientific socialists inspired 
by the young Soviet Union, who believed 
passionately in science's ability to make a 
better world. Unlike them, however, the 
new wave is not reaching out to tell the 
masses about a new utopia. Instead, thinks 
John Brockman, New York literary agent 
for many of today’s best-known writer-sci- 
entists, they are aiming at each other. As sci- 
ence gets more specialised, the most inter- 
esting questions increasingly cross dis- 
ciplines. And that makes it hard to discuss 
them in traditional journals. For example, 
a book such as Daniel Dennett's "Con- 
sciousness Explained" or Steven Pinker's 
“How the Mind Works" speaks, at the very 
least, to psychologists, sociologists, evolu- 
tionary biologists, neuroscientists, com- 
puter scientists and philosophers. 

How many of them buy these books, no- 
one can tell. But the fact that the authors use 
such “unscientific” titles is an indication of 
another market that they have in mind: 
“people who buy a number of books each 
year on the basis of perceived importance” 
is how they are described by Ravi 
Mirchandani, a former editor of science 
books for Penguin, which publishes many 
of Mr Brockman’s best clients. No wonder 
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then that science bestsellers are restricted to 
a few fields—like the mind, the origins of 
life, chaos or cosmology—things which hint 
at age-old philosophical questions. Science 
is being seen as the new pretender to wis- 
dom, and its more media-friendly practi- 
tioners as the new public intellectuals. 

Partly, it is often said, this is because the 
old pretenders—especially religion and 
leftist ideology—have lost their charms. 
Partly it is because science has made tangi- 
ble progress. One reason Mr Pinker says he 
wrote his book is that recent advances have 
upgraded many “mysteries” about the 
mind to mere “problems”: in other words, 
nobody knows the answers yet, but they do 
now have ideas of where to look. 

All this, of course, makes for lots to write 
about: not just interesting things to explain, 
but cracking stories of how they were dis- 
covered, and exciting speculation about 
what scientists will do with the final an- 
swers when (and, indeed, if) they find them. 
So why then is the readers’ wisdom not 
swelling too? 

One good reason is that the market for 
such books still remains relatively small. 
But even for those who make the effort, 
reading a book rich with subtle and unfa- 
miliar ideas is a bit like having a custard pie 
thrown at you: the few bits that stick may 
not resemble the original very closely. 
James Gleick's book “Chaos” was clear and 
well-told, yet many readers came away with 
little more than the notion that a butterfly 
flapping its wings in Miami can cause à 
storm months later in New York. Bruce 
Lewenstein, who edits the journal Public 
Understanding of Science and teaches 
journalism at Cornell University, says that 
when he asks students to review a popular 
science book, it is clear from their reviews 
that even those with a degree in a science 
subject often don't understand it. 

If people are going to learn warped ge- 
netics anyway, "Jurassic Park" is a more ef- 
fective way of teaching it to lots of them 
than "The Selfish Gene". Perhaps in recog- 
nition ofthis, some see popular books writ- 
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ten by scientists as having another role: giv- 
ing their authors the credibility to appear 
on television or in the newspapers in order 
to explain the big, news-making issues to 
the wider public. It is these, not books, that 
most raise the public awareness of science. 

However, another unquantifiable but 
widely recognised trend, according to Mr 
Mirchandani, is a growth in books on mys- 
ticism and the occult—which suggests that 
people are turning not just to science for its 
own sake, but rather to anything that talks 


about the big questions. A few science 
books, such as Stephen Hawking's “A Brief 
History of Time" and Leon Lederman's 
"The God Particle", have joined the two to- 
gether; both authors have admitted that 
putting the deity in was good for sales. But 
it makes others worry that science books 
are doing well not because the public is re- 
turning to the bosom of rationalism, but 
because it will grab at anything that seems 
to hold a promise of enlightenment. And 
then drop it when the fad has worn off. 





The Wagner family 


Dallas am Main 


BONN 





HE Richard Wagner festival in Bay- 

reuth is outstanding in several ways, 
not all of them pleasant. The works of "the 
master" (as Wagner fans call their idol) tend 
to be ultra-long; the cavernous, albeit 
acoustically superb, festival theatre has all 
the charm of a railway station, and its seats 
are rock-hard. But Bayreuth is more than a 
matter of culture and endurance. Like it or 
not, and many Germans don't, it is a na- 
tional institution. 

For over a century the festival has stood 
for some of the best and worst in German 
history (Hitler was an avid visitor). The start 
of each season draws the country's social 
and political elite—some of it, admittedly, 
looking more dutiful than eager. And, al- 
though ownership of the Bayreuth assets 
passed to a foundation in 1973, a member 
of the Wagner family—Wolfgang, a grand- 
son of the composer—still has artistic and 
administrative control. But Wolfgang is 
now 78 years old. What will become of the 
festival when he goes? 

In some ways Mr Wagner has done an 
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outstanding job. He got the festival going 
again after the war with his brother, Wie- 
land. When Wieland died of cancer in 
1966, Wolfgang carried on alone. He 
tracked down new young singers, backed 
such controversial producers as Patrice 
Chereau and Harry Kupfer, and still 
boosted takings. For the 50,000-or-so tick- 
ets available each year, the festival gets 
more than half a million applications. 

On the other hand, critics claim that, for 
all his flair as organiser and talent-spotter, 
Wolfgang too regularly features his own 
mediocre productions (like his “Parsifal” 
and "Meistersinger", both of them being 
rolled out again this summer). They also 
speak of his increasingly authoritarian 
style (some call his office "the bunker"). 

If two recent books by members of the 
Wagner clan are anything to go by this is 
not just nit-picking by the envious. One*, 
by Wolfgang's estranged son, Gottfried, 
draws a direct link between Richard Wag- 
ners anti-Semitism, Hitler and Bayreuth, 
and accuses the family of failing to come 


clean on its former links with Nazism. 

Gottfried’s arguments are hardly new, 
but he laces them with much riveting detail 
of his unhappy post-war childhood, like 
getting the brush-off when he asked about 
the mysterious “Uncle Wolf"—as the youth- 
ful Wolfgang and Wieland called Hitler. 
Gottfried says that it is high time that the 
Wagner family encouraged a full scrutiny 
of Bayreuth in the Third Reich by indepen- 
dent historians, painful though that might 
be. But Wolfgang, who has banned his son 
from setting foot in the festival theatre, 
does not agree. 

While Gottfried’s book is mainly an- 
guished autobiography, the one by Nike 
Wagner, Wieland's daughter, is a lot 
broader in scopet. In fact it is really two 
books rolled into one. The first is an analy- 
sis of the operas given at Bayreuth (not, inci- 
dentally, all the ones that Wagner wrote) 
and amazingly, in view ofthe mountains of 
literature on the works, it actually finds 
some new things to say about them. 

But it is the second part of the book 
which will rightly excite the most interest. It 
is a careful attempt to weave together the 
histories of both family and festival, not 
ducking the Nazi era, yet still leaving plenty 
of detail for specialists to uncover. But how 
balanced is it? After all, the notorious in- 
fighting of the Wagners makes the Dallas 
and Denver clans look like paragons of do- 
mestic bliss. And Nike is at her most pas- 
sionate over her dead father—linking Wie- 
land's cancer to his despair over having to 
share Bayreuth with his artistically inferior 
brother, Wolfgang. 

She would also like to be the next 
"ruler" at Bayreuth, and she has plenty of 
ideas. For one, she would like to open up 
the festival theatre between seasons for 
non-Wagner works—even (“perish the 
thought", wail the traditionalists) for mod- 
ern pieces by such composers as Bernd 
Alois Zimmermann. But this will not hap- 
pen if her Uncle Wolfgang has anything to 
do with it—as he surely will. He reckons 
Nike unsuitable, to which she tartly rejoins 
that her music and theatre studies in Amer- 
ica and Europe make her at least as fit for 
the job as he was when he took over. 

If not Nike, then who? Under the terms 
of the supervising Richard Wagner founda- 
tion (on whose board the Wagners them- 
selves now have only four of the 24 votes), 
preference will be given to family members 
when a new festival director is chosen. But 
that leaves the door at least ajar for an out- 
sider if he (or she?) is thought better quali- 
fied. Bayreuth at least partially de- 
Wagnerised? Breathtaking, but no longer 
unthinkable these days. 


*“He Who Does Not Howl With the Wolf”. By Gottfried 
Wagner. Sanctuary Publishing, London; 309 pages; £16.99. 
"Wagner Theatre". By Nike Wagner. Insel Verlag, Frank- 
furt am Main and Leipzig; 437 pages; DM48 
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Write on 


UST as the introduction of the printing 

press in Europe in the late 15th century 

led many scribes of the time into a state 
of unemployed despair, so the more re- 
cent spread of the computer—whose type- 
faces can reproduce calligraphic designs 
of enormous variety—has made many lat- 
ter-day scribes redundant. Nevertheless, 
calligraphy as an art is still alive—both in 
its three traditional forms, based on Chi- 
nese, Roman and Arabic scripts, and in 
experimental new departures. 

For most people in the West, pride in 
penmanship is rare nowadays; however, 
in eastern countries good handwriting is 
still steadfastly taught in schools. China's 

| Chairman Mao aspired to write out his 
. own mediocre poems in a jagged script. 
| And modern calligraphic masterpieces in 
Japan can sometimes fetch as much as a 
small Picasso painting. 

Oriental calligraphers (who work with 
the brush rather than the pen) study and 
copy the output of their great forerunners 
and work within the same rigorous limits. 
Varying effects are created by holding the 
brush at different angles, and no mistakes 





Life in Los Angeles 


can be altered or erased. 

After Mao’s death in 1976, however, a 
new generation in China dared to use cal- 
ligraphy in avant garde as well as tradi- 
tional ways. And in Japan, at least one 
modern Japanese master, 
Ogawa Toshu, has also re- 
jected the old limits. One of 
his calligraphic drawings, 
using the characters for 
“Nesting Crane”, depicts 
eyes at the heart of an ink 
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Later Christian craftsmen were usu- 
ally clerks whose business was to make 
copies of the Bible in acceptable, work- 
manlike fashion. Islamic calligraphy, on 
the other hand, has always been per- 
ceived as a meditative, even mystical exer- 
cise; the scribe has to make himselfor her- 
self(many Arabic calligraphers have been 
women) ritually pure be- | 
fore they set about tran- 
scribing from the Koran. 

The best 20th-century 
calligraphers in the West 
are powerfully painterly. 
And their inspiration, as in 


storm; the artist says that it the case of Mark Tobey, an 
represents a mother crane American Expressionist 
who is protecting her who studied calligraphy at 
young in a blizzard. a Zen monastery in Japan, 
Western and Arabic is usually oriental and 
calligraphy is based on the (sometimes) Islamic. 
pen (though the brush was Hans-Joachim Burgert, 
employed for illuminating — Toshu's characters a German master, believes 
manuscripts. Medieval that calligraphy is now free 


Christian monks preferred to use a quill, 
made from goose or swan feathers, and 
modern secular calligraphers often use 
the same antiquarian tool. Islamic callig- 
raphers preferred pens cut from dried 
reeds, as they still do today. 


Return of The Book 


LOS ANGELES 


Angelenos are buying books like they're going out of fashion 


VERYTHING about Los Angeles, from 
its geography to its climate, seems de- 
signed to discourage the art of reading. The 
sprawling nature of the place forces people 
to spend hours every day in their cars; the 
cultof physical beauty forces them to spend 
even longer labouring in the gym; and the 
spectacular sunshine sends them to the 
beach in droves to show off what happened 
in the gym. Add to that the fact that more 
than a quarter of the population are immi- 
grants, many of them poorly educated, and 
it begins to look as if the capital of mass cul- 
ture, the place that decides whether Chi- 
nese teenagers are obsessed with doomed 
cruise-liners or giant lizards, is also the har- 
binger of a post-literate society. 

And yet on the last weekend in April 
tens of thousands of people braved packed 
roads and lousy parking to attend the Los 
Angeles Times book festival at UCLA's bu- 
colic campus in Brentwood. The Times 
started the festival two years ago expecting 
no more than 25,000 people: 75,000 
turned up. By this year the number had 
grown to 110,000, about 10% of the newspa- 
pers readership. 
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The atmosphere at the festival was a 
mixture of street carnival and literary sa- 
lon. Hundreds of exhibitors, ranging from 
giant bookshops like Barnes & Noble to 
tiny publishers specialising in New Age 
spirituality, set up shop. More than 300 au- 
thors discussed everything from the state of 
black America to the art of biography. 

The festival was marred by 1a’s local 
vice, celebrity worship. The star-struck lis- 
tened with rapt attention as Oliver Stone 
intoned about a woman's “prehistoric nip- 
ples”, and the announcement that 
Charlton Heston was about to start speak- 
ing sent the crowd surging across the cam- 
pus. But serious authors got a look in too. 
Tickets to hear Jane Smiley were sold out 
weeks before. 

The festival reflects the fact that for the 
past five years Los Angeles has been the big- 
gest book market in the country. Last year 
Angelenos bought $50m-worth of books 
more than New Yorkers, according to Pub- 
lishers Weekly, an industry journal. Big 
stores such as Borders and Barnes & Noble 
are full at almost any time of the day. And 
independent bookshops, some of them 


to discover its own underlying, primitive 
forms. His spirited brushwork in English 
of the words “Unknown Branches”, in 
which the letters tumble and sway like a | 
tree in a tempest, hovers provocatively on 

the borders of illegibility. 






highly specialised, are also thriving. 

There are now more bookshops in the 
city than at any other time in its history, ac- 
cording to Steve Wasserman, the editor of 
the Los Angeles Times book review. These 
shops increasingly reflect LA's diversity, 
with specialists catering for every racial 
group and sexual orientation. 

Hispanic bookshops such as the 
Cultura Latina Bookstore and Art Gallery 
are going from strength to strength as His- 
panics move into the middle class. Bright 
Lights Children's Bookstore makes à 
healthy living out of books by and for Afri- 
can Americans. And Circus of Books has a 
front-room for journals such as the Times 
Literary Supplement and a back-room for 
hard-core pornography. They seem to be 
equally popular. 

The city has boasted an impressive col- 
ony of writers ever since, for their various 
reasons, Aldous Huxley, Thomas Mann, 
Bertold Brecht and F. Scott Fitzgerald 

In The Economist 
RCV lC Review next week: 


wr boks ond muted a guide to travel 
guides; how multinationals acquire 


national accents; Peter Ackroyd's 
Thomas More; why nations are rich 
and poor; film-based videogames; 
polluted land and seas; Nick Hornby's 
new novel; recent German fiction and 
much more 
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moved there in the 1930s. Of the 
1,000 members of PEN, a writers’ 
Organisation, who live west of the 
Mississippi, more than half live in 
southern California, from famous 
names such as Ray Bradbury and 
Elmore Leonard to a small army of 
New Age zealots. 

The passion for books reaches 
the highest echelons of the city. Rich- 
ard Riordan is probably the most 
bookish mayor in the country, a man 
who seems much happier talking 
about Evelyn Waugh and P.G. Wode- 
house than local planning permits. 

Why this growing interest in 
books in Los Angeles? Mr Wasser- 
man speculates that one reason is 
the sheer anonymity of the place. In 


a city that is bereft of old-fashioned Whoopi likes a good book 


meeting places, bookshops are be- 
coming the new town squares. The giant 
shops have deliberately turned themselves 
into social centres, replete with cafés, easy 
chairs, music sections and even desks 
where teenagers can catch up on their 
homework. Some provide créches with en- 
tertainers; most invite musicians to play 
and authors to give readings. 

Another reason is that the entertain- 
ment industry is not quite as hostile to 
reading as many cultural conservatives 
fear. Oprah Winfrey has differentiated her- 
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self from purveyors of rv trash by declaring 
that her mission in life is to get America— 
and the world—to read again. Her weekly 
Book Club choices, which can be found in 
Starbucks cafés as well as bookshops, regu- 
larly sell to people who have never been in 
the habit of reading before. 

Ms Winfrey is based in Chicago. But a 
similar sense that books can confer distinc- 
tion is spreading to Hollywood. A decade 
ago the tone was set by people like the late 
Don Simpson, producer of the movie “Top 





Gun" and a prodigious coke-snorter and 
whoremonger. While these vices have not 
disappeared, Hollywood types these days 
are keener on keeping both their bodies 
and minds in shape. Steven Spielberg, 
Whoopi Goldberg and Bette Midler are all 
avid book collectors. 

The fashion for cerebration is likely to 
continue. Hollywood is now a magnet for 
well-educated Ivy League types in much the 
same way as Wall Street was in the 1980s: so 
much so, in fact, that writing teams for tele- 
vision cartoon programmes such as "The 
Simpsons" and “King of the Hill" are in 
danger of degenerating into Harvard 
alumni associations. 

The studios have discovered that great 
books can also be a source for great screen- 
plays, churning out a regular diet of adapta- 
tions of 19th-century fiction. The Holly- 
wood machine is forever scouring more 
recent books too. Peter Carey’s “Oscar and 
Lucinda” has been turned into a film, as has 
Jane Smiley’s “A Thousand Acres". 

The interest in literary culture is still, 
however, sometimes surprisingly shallow. 
A shell-suited man in Blockbusters, a video 
store, was heard to ask recently whether 
Jane Austen had made any more films. But 
the fact that the inquirer had so much as 
heard of Ms Austen is some testament to 
the changing status of literature in the city. 
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. Movers and shakers 


LL the world recognises the exuberant 
energy, invention and idiosyncrasy 
that are synonymous with the culture of 
the United States. But not everybody ad- 
mires them. One critic of a year-long pro- 
ject currently at London’s Barbican Cen- 
tre entitled “Inventing America” has 
complained, “How do we deal with this 
restless, domineering monster? American 
culture doesn’t need promoting, it needs 
tranquillising.” 

A visitor to the Barbican might re- 
spond, which American culture? For in- 
Stance, an art exhibition at the centre dis- 

_ played side by side the plain, austerely 

. elegant furniture produced by the reli- 
gious movement known as the Shakers 
(motto: “Put your hands to work and your 
hearts to God"), and 30 rapturously gaudy 
Harley-Davidson motorcycles. 

America's free-wheeling spirit of cul- 
tural conglomeration is nowhere more 
rampant than in its music. Here its godfa- 
ther is Charles Ives, who composed a se- 
ries of radical works around the turn of 
the century while amassing a fortune in 
the insurance business. His Second Quar- 
tet, performed at the Barbican by the Em- 
erson Quartet, breezily juxtaposes “Dixie” 


with snatches of Brahms and Beethoven 
before reaching a climax with the hymn 
“Nearer my God to Thee”. 

An even more extreme example of 
musical multi-culturalism is to be found 
in “Metropolis Symphony” by Michael 
Daugherty, which recently had its British 
premiere. Though Mr Daugherty is a uni- 
versity professor with impeccable creden- 
tials, he has also been a rock and jazz mu- 
sician and has a special fondness for 
American icons. He has produced an op- 
era based on Jackie Onassis ("Jackie O") 
and a piano concerto called “Le 
Tombeau de Liberace”. 

“Metropolis Symphony” features a vi- 
olin cadenza accompanied by four police 
whistles and a movement marked “faster 
than a speeding bullet”. Some listeners 
may feel that its commitment to ephem- 
era undermines the deeper values that 
other generations have looked to art to 
provide. Indeed, the same critic who pro- 
tested at America's restless culture also la- 
mented its abandonment of the models 
which once underpinned its art in what 
he described as an “interaction between 
the strange chaos of a new America and 
the old order of Europe. Once the old or- 





Art and the artist 


der is gone, only the chaos remains.” 

People who see America merely as a 
cauldron of self-obsessed, tv-centred, 
have-it-all sensation might agree. But 
there is plenty in “Inventing America” to | 
show that the country still contains | 
deeper hungers and a respect for those 
cultural attitudes which address them. 
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| about the morality of arms deal- 


Samuel Cummings 


WEE mulling over his 
life, Samuel Cummings 
would remark, “It has been a 
boulevard of broken dreams.” 
What were these dreams? Some 
secret longing to make the world 
a better place? Well, perhaps not. 
Mr Cummings was an arms 
dealer. The broken dreams, it 
turns out, were arms deals that 
looked promising but were not 
fulfilled. The Americans would 
not let him sell arms to Iran. The 
spoilsport British blocked a deal 
with Libya. 

It has to be said that Mr 
Cummings had a sense of hu- 
mour, although his jokes were 
not always appreciated, or even 
those who 
loathed his trade. Questions 


ing would be deflected with a 
smile, perhaps accompanied by 
a philosophical bromide: “Hu- 
man folly goes up and down, 
but it always exists, and its 
depths have never been 
plumbed.” Plumbing the depths 
made Mr Cummings probably 
the world's biggest private 
dealer in small arms; although 
he was a minnow in compari- 
son with the arms sales by lib- 
governments that have 
plumbed even deeper. The big- 
gest arms traders are America 
and Britain, with France a close 
third. Countries have a right to 
defend themselves, they say piously. Mr Cummings avoided 
humbug. Anyone needing a consignment of guns, to start a revo- 
lution, say, or perhaps a counter-revolution, had only to tele- 
phone Mr Cummings or his staff and, once the money details 
had been settled, they would be on their way by the quickest 
route. The market in arms is remarkably free. Britain prohibits 
its citizens from owning arms more lethal than a catapult, but 
beyond the English Channel it is everyone for himself. As far as is 
known, Mr Cummings never broke any law. The American cus- 
toms people looked into his marketing methods but could find 
nothing to pin on him. 


Bang, bang, you're dead 


What do you want to be when you grow up, sonny? It does seem 
that littleSammy immediately took to guns when his indulgent 
parents allowed him to play with a machinegun from the first 
world war. At least, this is a story he told to a reporter. He served 
for two years in the American army in the second world war and, 
after graduating (with a brief spell at Oxford), was recruited into 
the Central Intelligence Agency, apparently because of his 
knowledge of guns. One of his jobs for the agency was to buy 
arms left over from the war in Europe and send them to Taiwan, 
which had become the refuge of Chinese nationalists defeated 





Samuel Cummings, king of the arms trade, 
died on April 29th, aged 71 


by the Communists. 


in 1953, he never lost touch. He 
sold guns to dictators in Central 
America favoured by the United 
States: Duvalier of Haiti, Trujillo 
of the Dominican Republic, Ba- 
tista of Cuba. In 1957, when it 
was clear that Fidel Castro was 
winning against the Batista re- 
gime, Mr Cummings delivered 
to the Castro guerrillas a supply 
of weapons paid for by the CIA, 
which then thought Cuba could 
be kept as an ally. "Castro was 
handy with an Armalite,” he re- 
called later. 

The period from the 1950s to 
the 1980s was a fat time for arms 
dealing, with its succession of 
small but vicious wars in Africa, 
Asia and Latin America. Mr 
Cummings's dominance of the 
market enabled him to live well, 
with homes in Europe and the 
United States. He became a Brit- 
ish citizen (although born in 


ents) He kept bulging arms 
warehouses in Britain and the 
United States. 


millions of Soviet weapons 
came on to the market, under- 
cutting the profits of private 
dealers, while a number of wars 
fostered by the superpowers fiz- 


ing, but Mr Cummings ran into 
competition from free supplies, some of them from Muslim 
countries. However, he had diversified with sidelines in hand- 
guns and hunting rifles, where these were permitted. “The stain- 
less steel Rossi model 877 packs hard-hitting power into a truly 
concealable package,” says one of his advertisements. Latterly, 
Mr Cummings moved into the market for antique weapons. 
Military history was one of his interests, pursued in secondhand 
bookshops around the world. 

There is a strange sequel to this story. On September 7th last 
year, Mr Cummings's daughter Susan shot dead her husband, an 
Argentine, at their home in Virginia. This week she goes on trial 
accused of his murder. She says she feared her husband would 
harm her, which, under Virginian law, is an acceptable defence 
for shooting him. 

Americans who have followed the case have been impressed 
by the composure of Miss Cummings. After pulling the trigger 
four times, she called the police and said coolly, “I need to report 
a shot man, and he's dead." Like her father, Miss Cummings had 
been fond of weapons since she was a child. According to her 
lawyer, she was “in defence of her castle". Samuel Cummings 
once philosophised, “Americans may like guns because... 
maybe the origin of the gun speaks of history, maybe the gun 
makes a home seem less vulnerable." Maybe. 


Although he left the agency | 
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Philadelphia he had British par- | 


With the end of the cold war, | 


zled out. Bosnia looked promis- | 
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* officially ranked 4th equal in Business 
& Management research out of 100 UK Universities 


e unique /NVEST dealing rooms with 50 Reuters 
3000, Bloomberg & Dow Jones terminals 


e investment market trading simulation 
case-studies supplementing these academically 
rigorous programmes 


e over a century of University history in an attractive 
campus close to London in a new state-of-the-art 
building exclusively for these programmes 


* active career development unit with excellent 
placement record complements these demanding 
& original programmes 


Open Days 


Tuesday, 19 May and Friday, 3 July 1998 
2.00 - 4.30pm. Contact: 


+44 (0)118 931 8239 


or visit our web site:www.ismacentre.rdg.ac.uk 


Please call us for a copy of our video about 
the new ISMA Centre, "In the Money" 


The University of Reading, ISMA Centre, Whiteknights 
PO Box 242, Reading RG6 6BA, United Kingdom 

Tel: +44 (0)118 931 6675 - Fax: «44 (0)118 931 4741 
Email: admin@ismacentre.rdg.ac.uk 

Web: www.ismacentre.rdg.ac.uk 


ISMA Centre the Business School for Financial Markets is supported by the 
International Securities Maket Association, the trade association and market regulator 
fot some 780 international banks active in the global securities market 
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FELLOWSHIP PROGRAMME 
OF THE 
AFRICAN DEVELOPMENT BANK AND 
THE GOVERNMENT OF JAPAN 





The African Development Bank (ADB) is pleased to announce its 
1998/99 fellowship programme, which is supported by the Government 
of Japan. For the academic year 1998/99, the programme offers 10 
scholarships for a Master's level postgraduate study programme and 
covers costs of tuition, fees, subsistence allowance, travel and other 
related expenses, to be eligible, applicants must satisfy the criteria 
listed below: 


|l. Be nationals of a regional member country of the African 
Development Bank. 
Be under forty years of age. 
Be in good health. 
Be of good character. 
Hold a bachelor's degree (high honours), or its equivalent, in a 
development-related field such as those indicated under 8 below. 
Have at least two years (preferably three to five) professional 
experience in a field related to economic development, usually in 
their home country, and either in the public or private sectors. 
(Applicants who may at present be self-employed in any activity 
related to the development of their country also qualify). 
Possess documentary proof of admission to a Master's level 
graduate programme of studies at a distinguished university in à 
member country of the Bank. The University should be 
recognized for its programme of studies in the selected area of 
development study. 
Propose a programme of study related broadly to the promotion 
of economic development in the candidate's home country. Such 
a programme of study could include, but not be limited to, the 
following fields: applied economics, public administration, 
planning, business administration, public health, agriculture and 
related sciences, engineering, education, and other development- 
related fields such as environmental and gender studies, 
population, and inter-disciplinary programmes such as studies in 
poverty alleviation. 
Attach to his/her application a statement of purpose of no more 
than 500 words explaining the desire for further training, the 
choice of institution, and the intended use of the knowledge to 
be acquired. 

. After finishing the studies, the scholar must return to his/her 
native country to work for at least two years, applying his/her 
skills to activities that contribute to the country's economic and 
social development. If awarded a fellowship, the scholar is 
expected to sign a legal undertaking to this effect. He/she will 
also be expected to provide a verification/continuation of 
employment from the current employer (where applicable). 


While qualified applicants from all regional member countries of the 
African Development Bank are eligible, priority will be given to 
candidates from low-income countries. In selecting scholars, the Bank 
will seek to achieve broad geographical coverage and institutional 
diversity; it will also take into account the cost of the proposed 
programme of study. 


Application forms can be obtained from: 


The Director 
African Development Institute 
African Development Bank 
01 B.P. 13B7 
Abidjan, Cóte d'Ivoire 
Fax: (225) 21 70 14 


Applicants forms, together with all supporting documents, must be 
submitted no later than 20 July 1998. Successful candidates will be 
notified by 5 August 1998. 


(African Development Bank officials, regular bank staff, and close relatives of 
the aforementioned are excluded from consideration) 
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MSc TRADE, TRANSPORT & FINANCE 
MSc SHIPPING, TRADE & FINANCE 


“Producing the international 
business executive” 


Bring us your brainpower and we'll lead you to an 
international business career in banking, finance, 
international trade and transport or stockbroking. 


Hard to believe? Not if you know our 750 graduates 
in more than 70 countries worldwide, all highly 


successful. One you may know is Stelios Haji-lanniou, 


founder Chairman of no-frills airline, easyJet. 


Don't think it'll be easy. Our 14-month course is 
intensive and demanding, pulling in practitioners 

from the City of London as well as our own City 
Experts, many with international reputations. So, if 
you are ready for the City challenge, get in touch. 


CITY UNIVERSITY 


The British business school located 
in an international financial centre 


FIND OUT MORE 


Open Day Business School 


Open Day Business School 





University "=: +44 (0)171 477 8719 
BUSINESS SCHOOL http://www.city.ac.uk/cubs 


Frobisher Crescent, Barbican Centre, London EC2Y 8HB 
TEACHING AND RESEARCH EXCELLENCE IN LONDON 
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8 May 98 
12 June '98 


Tel: +44 (0)171 477 8606/7 








Henley's Senior 
Management 
Programme 
revolves around 
one key individual. 


Because business constantly changes and 


















evolves, tomorrow's business leaders 


need to equip themselves with a unique 





set of management skills. 










Our Senior Management Programme is a 


and innovative course which 





dvnamic 








focuses on the areas which are critical to 







your career, 


You. 








This four week programme, which can be 


taken in two modules, has a common core 






and elective options which vou can tailor 





to vour individual requirements. 






Also, 


from abroad, a high level of international 


because manv participants come 






input and insight is an essential part of the 





program me, 







To find out more, call Loraine Isherwood 





now on the number below. 





4, HENLEY 


abet 
"agement Co 





Tel: +44 (0) 1491 418832 
Email: execed(Whenle 'ymc.ac uk 
Internet: www. henleymc.ac.uk 
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The University 


of Edinburgh 


Ul 


Management 


Manage 








tomorrow's 


world 


An MBA at Edinburgh is designed to be a 





broad-based experience by offering 60 course 


options. So you have a chance to gain 


experience in many fields and broaden your 


career opportunities. And you'll leave Edinburgh 


with the skills you need to create the 


future. To find out more contact Trish Fraser 


at The University of Edinburgh Management 


School, 7 Bristo Square, Edinburgh, EH8 


9AL. Or telephone +44 (0) 131 650 8066. 


E-mail: Trish.Fraser@ed.ac.uk 


WWW.ems.ac.uk 





PROMOTING EXCELLENCE IN TEACHING AND RESEARCH 
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Amsterdam 
C4 Institute of Finance 


offers in cooperation with the faculty of 


INSEAD 
Upcoming Courses 1998 





Portfolio Management 


- Real Estate Investment (May 18 -19) 
Banking and Risk Management 
in Emerging Markets (June 2-5) 
Advanced Valuation Topics 

- Valuing Commercial Banks (June 10-11) 

- Real Options (June 12-13) 
Asset Securitisation (June 22 - 24) 


Measuring and Implementing 


Economic Value Added (Aug. 31 -Sept. 2) 


Foundations of Finance (Sept. 4-25) 
New Course: 

Ethics and Shareholder Value 

in Banking and Finance (Nov. 12-13) 


For further information and our detailed brochure, please contact 
Ms. Katelijn Arnold, Course Manager. 


AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
telephone: *31-20-5208555 - fax: *31-20-5208506 
e-mail: info@aif.nl - internet: www.aif.nl 


THE ASSOCIATE INSTITUTE 0I 
IHE UNIVERSITY OF BRADFORD, UK 


A NIMBAS-Bradford | 
MBA degree is a powerful 
boost for your business career 


NIMBAS, as the Associate Institute of the University of Bradford, 
UK, enables University graduates to earn the prestigious University 
of Bradford MBA degree in the Netherlands or in Germany 


ONE-YEAR FULL-TIME MBA 


In Utrecht, the Netherlands and Aachen, Germany 


IWO-YEAR PART-TIME MBA 


NIMBAS also offers this part-time MBA programme in 
cooperation with the Bundesstadt Bonn, in Bonn, and in 
cooperation with the Fachhochschule Mainz, in Mainz, Germany 


TWO-YEAR EXECUTIVE MBA 


Seven intensive study sessions in the Netherlands, the UK, Germany and France 





NIMBAS is AMBA (London) accredited 


NIMBAS 


GRADUATE SCHOOL OF MANAGEMENT 


NIMBAS, Nicuwegracht 6, 3512 LP Utrecht. The Netherlands 
lelephon $ '* ( sf Z cog {j Fax + Yi TET. T4. , 
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INTERNATIONAL CENTER FOR FINANCIAL 
ASSET MANAGEMENT AND ENGINEERING 


A UNIQUE PARTNERSHIP BETWEEN THE ACADEMIC AND FINANCIAL WORLDS 


A UNIQUE CAREER-ORIENTED TRAINING PROGRAM FOR GRADUATE 
STUDENTS AND YOUNG PRACTITIONERS 


FAME CERTIFICATE 1998 


A five-week immersion program in the technique and practice of leading 
edge Asset Management and Financial Engineering, covering : 


p» Macroeconomics and Monetary Policies, Securities and 
Foreign Exchange Markets, Listed Options and Futures, 
Quantitative Methods and Modeling, Financial Engineering 
and Risk Management. 

P» Multiple workshops, case studies, trading simulations and 


portfolio management exercises, taught by renowned 
international experts. 


Sponsored by 21 leading Financial and Technology Institutions and three 
Universities, with unique state-of-the art trading Lab (40 Reuters stations, 
videoconferencing, etc.) on stunning Lakeside campus. Program starts 
August 10. Partial financing available to qualifying academic candidates 


For more information, please contact us at : 


FAME 
Rue de la Cité 15-17 - PO Box 5543 - 1211 Geneva 1I, Switzerland 
Tel (44122) 31209 61 - Fax (94122) 705 82 77 
http: //www.fame.ch - E-mail: fame@unige.ch 


FINANCIAL TRAINING 
WITH THE SWISSTOUCH 


"varius 
The Economic Development Institute of the World Bank 


is pleased to offer a high-level course for 
transport policymakers and regulators 


Privatization and Regulation 
of Transport Services 


Objective Teaching Method 

provide transport regulators and a combination of lectures, hands-on 

privatization teams from developing case studies, and discussions with 

countries with the tools needed to internationally recognized experts 

achieve successful privatization and 
regulation of transport services Faculty 

experts from leading universities, the 

Sector Coverage World Bank, consulting firms, and 

freight and passenger rail, toll roads, transport companies, combining 
ports, urban transport, and airports international best practice experience 


Topic Coverage Date 
privatization techniques, contract September 20-26, 1998 
design, price and non-price (quality, 
safety, and environmental) Location 
regulation, regulatory accounting Washington, D.C., USA 
rules, design of regulatory agencies 
and sector specific sessions 


For more information on this course, please send email to 
cgiroday@worldbank.org, or send a fax to C. Giroday at - 1-202-676-0959. 
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EXECUTIVE PROGRAMME 


Step back to take 
a giant leap forward 


FOUR WEEKS IN WHICH TO RENEW YOUR BUSINESS VISION 


Could you achieve even more for your company? You are 
running a challenging business in a rapidly changing world 
so perhaps it is time to step back and consider how you are 
going to drive it forward into the next century. 


The Senior Executive Programme is a four-week forum in 
strategic leadership for general managers. It could be one of 
the most valuable investments you will ever make in your 
company’s future. 


A demanding and interactive experience, the Senior 
Executive Programme will enable you to respond to new 
challenges and opportunities, to re-shape your thinking and 
to re-awaken your ambitions for your company. You may 
even start to question the way in which you operate. 


The need to address change is reflected in the themes of the 
programme: creating the future, innovating and creating 
value, leading people and change, and achieving radical 
performance improvement. 


Working in a stimulating learning environment with a world 
class faculty and like-minded peers, you will update your 
knowledge, renew your skills, and sharpen your perception. 
In other words, totally recharge your leadership batteries. 


The programme offers you many opportunities for both 
personal and organisational growth. You will return to work 
armed with an action plan that you have devised for perfor- 
mance improvement and which will have a far-reaching and 
positive influence on the future of your business. 


For full details including programme dates, return the coupon or contact = 
Lucie Grant, Executive Education, London Business School, Sussex Place, 
Regent's Park, London NW1 4SA, UK. Telephone: +44 (0)171 7066811 ` 
Fax: +44 (0)171 724 6051. e-mail: execinfo@ibs.ac.uk 
Mr/Mrs/Ms/ First name 

Family name 


Job title 








Company ——— 
Address 








Country 


Er, London 


Fax . 00000000900000000000 











e-mail — Pr 


Please tick this box if you would like further 
information about our Executive Education 
Programme Portfolio. [3 


London Business School exists to advance learning and research in business and management. 
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1998 GENEVA 
EXECUTIVE COURSES IN 
FINANCE 


It is vital that today's finance professional keep 
abreast of the latest developments. For the 

past decade ICMB has built a solid reputation 
training executives from over 900 institutions 
and 84 countries in the latest risk management 
techniques. A highly renowned international 
faculty assists participants to build sophisticated 
skills which enables them to profit from complex 
challenges in a rapidly changing environment. 


FOR MONETARY 


AND BANKING STUDIES 






INTERNATIONAL CENTER 





— 


Francis X. Diebold May 18 - 20 
ADVANCED METHODS FOR ESTIMATING AND 
FORECASTING VOLATILITY IN FINANCIAL MARKETS 


2 | M.Musiela and S. Neftci May 25 - 29 
MARTINGALE METHODS IN FINANCIAL MODELLING 
AND APPLICATIONS 


ICMB 











Yacine Ait-Sahalia June 8 - 10 
ESTIMATION OF CONTINUOUS TIME INTEREST-RATE 
MODELS 


Kevin Wilson August 17 - 21 
MODERN SECURITY ANALYSIS FOR PRACTITIONERS 


Richard Levich August 24 - 28 
EXCHANGE-RATE AND INTEREST-RATE ECONOMICS 
AND FORECASTING 

















Hashem Pesaran Aug. 31 - Sept. 4 
FORECASTING TECHNIQUES IN FINANCIAL MARKETS 






Stephen Schaefer September 7 - 11 
BOND PORTFOLIO AND INTEREST-RATE RISK 
MANAGEMENT 







Anthony Neuberger September 14 - 18 
THE USE OF DERIVATIVES IN CORPORATE FINANCE 
AND PORTFOLIO MANAGEMENT 












René Stulz September 21 - 25 
FINANCIAL RISK MANAGEMENT AND DERIVATIVES 


Gordon Ibbotson Sept. 28 - Oct. 2 
ADVANCED LARGE CORPORATE CREDIT ASSESSMENT 


Mike Staunton October 12 - 16 
EQUITY PORTFOLIO MANAGEMENT 


October 19 - 23 


















Philippe Jorion 
GLOBAL ASSET ALLOCATION 


David Cox November 9 - 13 
QUANTITATIVE TECHNIQUES FOR FINANCIAL MARKETS 


Salih Neftci November 16 - 20 
ADVANCED MATHEMATICS OF DERIVATIVE PRODUCTS 














For our detailed brochure, please contact: 
Fabienne Scagliola or Béatrice Candolfi 
ICMB 

Av. Blanc 49 — 1202 Geneva, Switzerland 
Tel: +41-22/73195 55 

Fax: +41-22/731 95 75 
http://heiwww.unige.ch/icmb/ 

e-mail icmb @hei.unige.ch 
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SOLVAY BUSINESS SCHOOL 


Université Libre de Bruxelles 








In Brussels, the heart of Europe, Solvay 
Business School has been synonymous with 
excellence in business education for over a | 
century. In an intensive one-year programme | 
the Master of Business Administration | 
provides training in international | 
management skills using a hands-on | 
curriculum. Students may customise their | 
programme and specialise in European | 
Management. Courses are held in English 
by a truly international faculty. 






















For more information: 


Solvay Business School 

Université Libre de Bruxelles, Dept. ECI4/3 
Avenue F. D. Roosevelt, 21. CP-145/1 
B-1050 Brussels, Belgium 

Tel: + 32 (2) 6504183 Fax: + 32 (2) 650 4] 99 
E-mail: mbaG ulb.ac.be 


http: meer ac. be/solvay/mba/index. html | 


















Learn internationally by travelling, within 
this one year programme, between highly 
respected institutions in different 

European countries: 

The University of Stirling, Scotland, UK 

The CERAM School of Business, Nice, France 
The University of Groningen, The Netherlands. 















A 12-month, full-time programme, 
leading to a Master of Science degree. 
Specialisms in e.g- 
International Marketing, 
International Finance, 
International HRM. 
Including a dissertation project/internship 
with an international company. 


piease conta 







Ms. F. van den Hende 
Course Manager (IBP) 
IBP Office, 

Faculty of Management 
and Organization 
Univer 









sity of Groningen 


Landleven 5 









PO. Box 800/ 
0760 Ay Requirements 
HRN a A good bachelors degre 
The yvetneriands (e.g. BSc or cal as ib 
a Economics or a Business related 
d eec subject and fluency in English 









e-mail: ibp&bdiomug.nl. internet: http ww bdk.rug.n 8p 
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BUSINESSISCHOOL 


“Where will | find time for an MBA?" 


And how can you be sure of a quality which draw on the unrivalled expertise 


Information evening locations 


MBA? And what if you move country or of the Open University, Britain's largest 


Madrid 
Milan 
Munich 
Paris 
Rome 
Strasbourg 
The Hague 
Toulouse For 


Vienna European Co-ordination Centre quoting 
cvs code BCWEBG. Tel: +32 2 644 33 72. 
Fax: +32 2 644 33 68. 
c.beasley@open.ac.uk Or 


Amsterdam 
Antwerp 
Athens 
Brussels 
Dusseldorf 
Frankfurt 
Geneva 
Hamburg 
Lisbon 
Luxembourg 


change job? university. 


We'll have some answers at our 


Information Evenings across Europe. You 


We look forward to meeting you at one 
of the locations shown. 


can meet experienced tutors and advisors 


details, please contact our 


of the Open University Business School, 
discusss your own needs and identify the 


most appropriate study options. 
E-mail: 


You can also take a close look at our visit our 


award-winning multimedia materials, website at http://oubs.open.ac.uk 


AL FINANCE 


Oy 4 ^ : > 2 E 


IN 


m 7) 
EB 4 
Ls 


WORLD CLASS 

The Universiteit van Amsterdam (The 
Netherlands) is offering a world class one-vear 
Master Program in International Finance, 
cooperation with leading 
financial institutions and 
international banking and 
emerging markets. This highly innovative and 
prestigious program combines professional 
and academic excellence, granting participants 
direct access to financial skills not easily 
acquired elsewhere. 


developed in 
international 


focusing on 


INTERNATIONAL INTERNSHIP 
The Master in International Finance offers 
specialized training and practical experience. 
The courses combine theory with practical 
cases and exercises, usually in a team setting. 
The final project in the Program consists of a 


thesis, which is to be based on an internship in 
International Banking or Emerging Markets 
Finance. 


INTERNATIONAL FACULTY 
The Master in International Finance is taught 
in English by an internationally diverse and 
renowned Faculty. Visiting professors and 
from leading international 
financial institutions play an active role in the 
curriculum. 


professionals 


PARTICIPANTS 


Participants are expected to have clear 


ambition and potential to work in the 


International Finance field, with a focus on 
newer and still maturing capital markets. The 
come trom a varietv of cultural 


backgrounds. 


wide 


If you are interested in excellent training and a 
career in International Finance, we shall be 
pleased to send you the information brochure 
and an application form. The application 
deadline is June 1st, 1998 


INFORMATION 
Universiteit van Amsterdam 
Master Program in International Finance 
ittm: Mr. W. Breze 
Roetersstraat 11 
1018 WB Amsterdam 
The Netherlands 
Tel +31-20-525 4764 
Fax +31-20-525.4333 
Email MIFGfee uwza.nl 
Internet http://wwr 


UvA ČI DE UNIVERSITEIT VAN AMSTERDAM. 
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BacHELORS-MaAstTers-PH.D. 


Credit for work experience * No classroom 
attendance * Accelerated degree programs 
Send Resume for no cost evaluation 


Washington Univers; ity 


PO. Box 1138 * Bryn Mawr, PA 19010 
Fax: 610-527-1008 * E-mail: washuniv@op.net 





Degree Completion Program 
BS, MA, MBA, Ph.D. 


Send resume for no-cost evaluation or fax 


, (800) 240-6757 


6400 Uptown Bivd. NE 















Albuquerque, New Mexico 87110U SA 





















DAKOTA STATE 
UNIVERSITY 


A leader in education 
on the Web since 1990 


Programs in : * Information Systems * English for Information 
Systems * Health Information Administration 





Fall courses run from September | to December 15 
Find information on these and many others on our Web site. 
Accredited by NCA and NCATE 
Dakota State University : Madison, SD 57042-1799, USA 
Tel: +1 605 256 5049 - Fax: +1 605 256 5208 
Email: dsuinfo@columbia.dsu.edu 


DSU Online - www.courses.dsu.edu/disted/ 





The Leeds MBA 
Programmes 


* Full time MBA with majors in Finance, International Business 
and Marketing 


* Executive and Evening MBAs by part-time study. 
* Accredited by the Association of MBAs 
For further information contact: 


The MBA Office, Leeds University Business School, 
The University of Leeds, Leeds 
LS2 9JT England 

Tel: +44 (0) 113 233 2610 

Fax: +44 (0) 113 233 4355 
Email: MBAEnq@lubs.leeds.ac.uk 


LEEDS UNIVEREI]TY 
BUSINESS SCHOOL 





ENGLISH 
in the USA 
in JAPAN, in BELGIUM 


GERMAN 


in BELGIUM 


COURSES FOR 
MOTIVATED PEOPLE 















* RETIRED PEOPLE OF 55 AND ABOVI 
(Special conditions available) 

* JUNIORS from 11 to [8 years 
- FRENCH in BELGIUM 

." ENGLISH in ENGLAND, 





Uu IN IVE 





FRENCH 


in FRANCE, 


DUTCH 


in BELGIUM 


66 HOURS PER WEEK 
IN THE TARGET LANGUAGE 
* ADULTS from 19 years Study 


in BELGIUM 


up to 45 private ani 


and pedagogical ac 


Putting into practice with our teachers: | | Te | (413) 584-0334 
in BELGIUM at breaks, meals and evening socio-cultural activities | | Fax 


DS: 


UNIVERSITY 


nilock Tomorrows Potential Today 


Distance Education Programs * No Residency Required 
Bachelors * Masters * Doctorate 
Arts & Sciences * Business * Education 
Engineering & Computer Science 
Credit for Work & Life Experience 


1-504-626-8904 Fax 1-504-624-2962 


http://www.distance.edu 
620 Lotus Drive North * Dept. 136 * Mandeville, LA 70471 
LASALLE EDUCATION CORPORATION 


University of Bristol 
MSc in International Policy 


Delivered in 4 three-week sessions over two years or one year, the 
programme is for women and men interested in the way international 
Part-time — .... nisari ; 

ganisations make and implement policy. 


or  Overthe past 7 years, varied global groups have enjoyed the stimulation 


Full-time of exploring each other's cultures and practice within the context of the 
world economy and world futures, the role of the Nation State, and the 
Designed ^ nature and workings of international organisations 
for busy Contact: Sarah Harding * School for Policy Studies * University of Bristol 
people Rodney Lodge + Grange Road * Bristol BSB 4EA + UK «Tel: +44 117 974 1117 
Fax: +44 117 973 7308 + E-mail: Sarah. Harding@pbris.ac.uk 
http;//www.bris.ac.uk/Depts/SPS/ 


- An international centre for education and research * 


Ou. Tt CEL LO 


School of Law e Locke School of Management e Franklin 
School of Social Sciences e Churchill School of History & Government 
Dag Hammarskjold School of Diplomacy & International Relations 
Kennedy School of Criminal Justice e Tocqueville School of 
Educational Policy & Leadership e King's College & Seminary 





Bachelors +e Masters e Doctoral e Juris Doctor 
Prestigious Distance Learning Programs e Credentialization of Experiential 
Learning Achievements. Accredited and Approved. 
Monticello Education Foundation e (913) 661-9977 
(913) 661-9414 Fax e emallc@msn.com e www.monticello.edu 


R S 






SPANISH i 


JAPANESE 


in JAPAN, in BELGIUM 








CERAN LINGUA 
Avenue du Chateau, 280 i 
B-4900 SPA (BELGIUM) 


group lessons : Tel.: + 32- 87-79 11 22 


tivities Fax : + 32- 87-79 11 88 
Since 1975 
E-Mail 
in USA: Languagency — ceran @mail.interpac.be 


Internet 
http //www.ceran.com 





; 1 (413) 584-3046 


A MAXIMUM OF PROGRESS IN A MINIMUM OF TIME 
ee ED NND NND NS NO EDS ÓAX 
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Readers are recommended 
to make appropriate enquiries and take 


appropriate advice before sending money, 
incurring any expense or entering into a 


binding commitment in relation to an 
advertisement, The Economist 
Newspaper Limited shall not be liable to 


MBA 5c. Distance learning 


MSc n 


LLM ^» 


Please contact us for Open Days 






4 ins ac 


LE RET e FQ FS ERPE ) 
! 


la 


ADD AN MBA TO YOUR C.V.... | 


M and join decision-makers from 38 different countries who fly to Monaco each © 


SEMS. UNIVERSITY OF SURREY 2 year to enroll in our intensive 10-month MBA program o 
Guildford, Surrey GU2 5XH A 
Tel: 01483 259347 Fax: 01483 259511 2 | 


any person for loss or damage incurred or 
suffered as a result of his / her accepting 
or offering to accept an invitation 
contained in any advertisement published 
in the Economist. 


We offer vou the chance to study in a dynamic and international atmosphere " 
© which will give you the skills, confidence and motivation necessary to re- ~ 
. integrate the job market with the competitive edge you've been looking for! 


=í - 





DEGREES BY MAIL 
WITH $ YEAR REFUND GUARANTEE 
A Dip TEFL, MBA or PhD by distance learning ffe expenence 
honorary award from $400. Impossible? Lear about 1.600* 
non-traditional universities woridwide (including many widely 


—— Ai least one offers a 5 year unconditional refund 
Quarantes if your status and career prospects do not improve! 


Save time & money. Sefore enrolling ANYWHERE. ge! this 
essential information. «Free CV / Life Exp evaluation offert 


Email bguidegkimba.net or Fax +662 634 7565 
Give vou fil] street addrexy and quiate Dept 2/51 









NIXPI 


Alised Aliseda 


115, — 28009 Madrid (Spain) 
B 1176 | Fax «34 91 401 0873) 
E-mail: aliseda 8 correo. com 


http://www chester es/aliseda 








"lier: effective courses 


Fax: + 377 92 052 510 * qni 
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Call Ms Grisel Damgaard Æ S 
3 Té: +377 9205765) 44 UNIVERSITY 
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UNIVERSITY DEGREE 


For Life, Academic & Work Experience 
Degrees for people who want to be more effective 





173/3 Surawong Rd (Block 121), E 








+++ DOCTORAL AND 
MASTER'S DEGREES*** 


Accredited, | to 2 years; 
| month Residency. 
Business, Education, Gov't., Psych. 
International Relations, Religion, 
Social Work, Health Services 


London Hotel School 
TOmOrIOW S managers 


Start Aere 1 Bedford Avenue 


London WC1B 3DT 
Tel: 44 (0)171 665 0000 


Graduate School, PO Box 1080, 
Wolfeboro Falls, NH 03896. 


TEL: (603) 569-8648 FAX: (603) 569-4052 


E-MAIL: berne@berne.edu 


EXECUTIVE PROGRAM ON 


MACROECONOMIC POLICY AND MANAGEMENT 


June 22 - July 31, 1998 
Cambridge, Massachusetts, USA 


Designed for analysts and policy makers working on macroeconomic 


issues in developing and transitional economies. Topics covered include: 


Exchange rate and balance of payment management 

Fiscal policy, monetary management, and inflation 
Macroeconomic, capital market, and financial sector interactions 
Techniques for assessing macroeconomic performance 
Managing the transition from stabilization to economic growth 
Using computer- based model results for policy design 


HARVARD INSTITUTE FOR INTERNATIONAL DEVELOPMENT 


14 Story Street, Cambridge, MA USA 02138, ATTN: Erin Sands 
FAX: (617) 496-291 1; TEL: (617) 495-9779 
E-Mail: macteach@hiid. harvard.edu 
www.hiid.harvard.edu/training 





BUSINESS OPPORTUNITIES 


BECOME A SUCCESSFUL 
CONSULTANT 


I MADE OVER $2M 
LAST YEAR 


Write: BERNE UNIVERSITY, International 





and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE deo 

utilizing your life and work experience. College equivalent redis are 
given for your: job, military, company training, industrial 

courses, seminars and business ex 

We accept college credits no matter when taken. 

Our graduates are recognized for their achie vements in business and 
industry. We will assist you in completing your degree requirements 
at your own pace through home study. 


Send/tax detailed resume for a NO COST evaluation. 


Pacific Western University 
1210 Auahi Street, d 137, Honolulu, HI 96814-4922 
teacher... But 808) 597- -1909 
degrees open CALL: (800 ) 429.3244 ext. 137 UK: 0800-960-413 

doors. Fax: (310) 471-6456 E-Mail: admissions? pwu.com 


http:/Avww.pwu-hi.edu 


Match your 
position with a 


transcripts 
"As you know 


experience is 
still the best 


UNIVERSITY OF WESTMINSTER 


X WW 


MA International Business 


& Management 


BY DISTANCE LEARNING 


The highly successful MA in International Business and 
Management at the University of Westminster has been 
specially designed for distance learning. You can study while 
you work, wherever you ore, whilst benefiting from our 
comprehensive teaching support. 


Flexible start, with up to 4 entry dates each year 
Tutorial support by telephone, fax, internet & . 
video link 
Exams in your own country 
Study at your own pace 
Optional residential weeks in London 
Entry possible without university degree and no work 
experience required 
Modules include: The International Economy, Managerial 
Accounting, Marketing, Human Resource Management, 


International Business Policy, Operations and Information, 
Corporate Culture and Basic Computing (optional). 


Other masters programmes are available including the MBA 
Design Management by distance learning. 


IN YOUR OWN FIELD 
Write for free details to: 
The American 
Consultants League, 
Dept. E3, 

30466 Prince William Street, 
Princes Anne, Maryland, USA 
or FAX (410) 651-4885 
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in a zero stress, ideal lifestyle, 
relaxed, simple home-based 
business. Now I want to teach key 
individuals my proven turnkey 
system as I expand in the USA and 
S. E. Asia. 


Serious replies only. 
Call 24 hrs. 212-760-5943 (New York) 





For further details and to apply contact the Marketing & 
Admissions Office, University of Westminster, Watford Road, 
Harrow HAI 3TP, UK. Tel +44 171 911 5923. Fax +44 171 911 
5955. Email barrata@wmin.ac.uk Web http: / /www.wmin.ac.uk 
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EXECUTIVES, JOB HUNTING IN ASIA? 


Contemplating a career search into, within or out of Asia? We can help 








The — 
Economist 


TO ADVERTISE WITHIN THE CLASSIFIED SECTION, 
CONTACT: 






you find a more rewarding position now! Take your first step towards a 
brand new future by contacting us for free info. 


Email: cpasia@bkk.loxinfo.co.th 
Path 

35/F Room A, 1249/212 Charoen Krung Rd., 
Asia Bangkok 10500 Thailand. 


Philip Wrigley Suzanne Hopkins 
London New York 
(44-171) 830 7000 (1-212) 541 5730 




















The train of success is departing 
but where’s your ticket? 


At Resume Broadcast International your ticket is but a phone call 
away. Let our expert staff custom tailor your international job search. 
If you are a 40+ year old senior executive earning $100K+ annually 
our services can prove invaluable to you. We are available 24 hours 
a day, 7 days a week, so why wait another minute? Contact us at 
Tel: (909) 866-4213, Fax: (909) 866-4244 or E-mail: 
102224,3306@compuserve.com, 


Executive Director 


Doctors of the Worid/USA, the New-York based affiliate of the medical rehef 
agency Medecins du Monde,seeks Executive Director to start August 1998. The 
Executive Director is responsible to the U.S.Board of Directors and oversees 
international and domestic programs ($3 million budget), headquarters staff of 
17, field program management and fundraising. 

Desired qualifications: field experience, preferably medical/public health; 
administrative and financial management; strong fundraising experience 
including foundation, corporate and public sector funding; excellent 
communication skills. 





Resume Broadcast International 

PO BOX 2892, Big Bear Lake, California CA92315, USA 
Tel: +1 (909) 866 4213, Fax: +1 (909) 866 4244 

Email: 102224.3306 @compuserve.com 


Salary commensurate with experience 
Applicants should fax cover letter and resume to: 


Doctors of the World Search Committee 
at (212) 332-2829 by May 26, 1998. 





Government and 
r " r Successful candidates will be able to analyse complex institutional issues 
nstitutions Adviser and to prepare action orientated strategies; to articulate ideas 


The Department for International Development persuasively in writing and orally in a culturally and politically sensitive 
; 

(DFID) manages the UK's development assistance way; to work in teams collaboratively including in a leadership role; to 

programme to developing countries. 

DFID is creating up to five new full-time posts in its illustrate an interest in development and to have relevant knowledge and 


Government and Institutions Advisers Network of 23 experience for the posts. For the country programme adviser posts this 
professionals who provide advice on strategies and Qs S NERA C. t 
projects for good governance and on the institutional is likely to be in institution development, governance or financial 


aspects of aid projects. management; for the human rights and accessible justice post it is likely to 


The posts include: a policy adviser for energy projects 
based in Delhi, advisers to country development 
programmes (up to three posts) based in London and to familiarity with institutional issues concerned with privatisation, 
possibly Islamabad and Nairobi and an adviser on 
human rights and accessible justice based in London. 


be experience in those areas; for the policy adviser, priority will be given 


regulation, financial management and HRD in the power or related 
sector. Experience in developing or transitional countries would be 


advantageous. 


Applicants should either be nationals of the European M s 
Economic Area (EEA) or Commonwealth citizens The UK based posts will involve up to B0 days overseas travel per year. 


who have an established right of abode and right of The Delhi, Islamabad and Nairobi posts will involve travel within those 
work in the United Kingdom. 


: eR countries. 
For further details and an application form, please 


write to Margaret Milligan, Ref No AH304/3/MM/TE, 
Abercrombie House, Eaglesham Road, East Kilbride, Contracts will be on Home Civil Service or DFID terms for a period of 3 
Glasgow G75 8EA, quoting Ref AH304/3 clearly on 

envelope or telephone 01355 843243. Closing date for 
receipt of completed applications 29 May 1998. DFID 
is an equal opportunities employer and welcomes The salary will be in the range £30,000 to £43,000 plus non-contributory 
applications irrespective of gender and ethnic origin. 


years with the possibility of extension and permanence. 


pension or allowance in lieu of pension. Salary will be subject to 


negotiation and commensurate with experience, qualifications and 


D F ‘ D suitability for the post. Posts in Delhi, Islamabad and Nairobi will also 


attract overseas allowances and fare paid leave passages. 


Department For 


international Development Ca EE LS B E ees 
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WY WOODROW WILSON 
INTERNATIONAL CENTER FOR SCHOLARS 


FELLOWSHIPS IN THE HUMANITIES AND SOCIAL SCIENCES 
1999-2000 


Located in the heart of Washington, D.C., the Center annually 
awards residential fellowships to approximately 20 individuals 
with outstanding project proposals in the humanities and social 
sciences on national and international issues. The Center 
especially welcomes projects likely to foster communication 
between the world of ideas and the world of public affairs. Men 
and women from any country and from a wide variety of 
backgrounds may apply. Applicants must hold a doctorate or 
have equivalent professional accomplishments. Fellows are 
provided offices, access to the Library of Congress, computers or 
manuscript typing services, and research assistants. Fellowships 
are normally for an academic year. Limited funds make it 
desirable for most applicants to seek supplementary sources of 
funding. The average support is $41,600, inclusive of travel 
expenses and 75% of health insurance premiums for Fellows, 
their spouses, and their dependent children. 


The application deadline is October 1, 1998. 

For application materials write to: 
Fellowships Office, 
Woodrow Wilson Center, 
1000 Jefferson Drive, S.W., 
SI MRC 022, Washington, D.C. 20560. 
Tel: (202) 357-2841; E-mail: WCFELLOW@SIVM.SLEDU; 
Fax: (202) 357-4439; World Wide Web: http;//wwics.si.edu 
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The University of Reading 


International 
Development Centre 


Readership/ Lectureship in 
Development Studies 


Applications are invited for a post of Reader or Lecturer 
in the recently established International Development Centre. 
The Centre conducts research and teaching across a range of 
overseas development issues, seeking thereby to co-ordinate and 
promote the efforts of the fourteen University departments 
currently engaged in the development field. Applications will be 
welcome from both social and natural scientists active in the 
development area. The duties of the appointee will be to conduct 
research, ideally in areas which link more than one discipline, to 
co-ordinate the development-related efforts of member 
departments, and to teach on the Centres programme of MSc 
and short courses. 


Prospective applicants would be welcome to discuss the post 
with the Director of the Centre, Professor Paul Mosley, 
tel. 0118 931 8159. 


Further information may be obtained from The 
Registrar, Room 214, Whiteknights House, PO Box 217, 
The University of Reading, Whiteknights, Readin 
RG6 GAH. Tel. 0118 931 8114 Fax: 0118 987 4722, e-mail: 
r.t.bayerG reading.ac.uk The closing date for applications is 
8 June 1998. 
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Two Regional Analysts — Americas and Africa 


CRG's analysts prepare daily assessments for CRG's Web-based online service, Country Risk Forecast, and also work on specialist 
consultancy reports for corporate clients. Both posts demand an excellent degree (preferably an MA or equivalent in à relevant field), 


first-hand regional knowledge, and first-rate writing skills. 
m Americas = Fluent Spanish essential, Portuguese desirable. (ref CRIS/AM) 
m Africa - Initial one year contract. (ref CRIS/AF) 


Editor 


CRG's editors work in a fast-paced environment of exacting quality standards and constant deadlines. A good arts degree, 
a flair for language and superb keyboard skills are essential. Some international experience useful. (ref CRIS/SE) 


International Investigations Consultants — FSU (London based) 


individuals with fluent spoken and written Russian and English, previous commercial experience, at least two years' work experience 

in Russia and education to degree level in Soviet/Russian studies are sought to join our expanding team of consultants 

providing business risk consultancy to multinational clients: 

m Investigative specialist - Required to source, collate and analyse information for presentation to clients. Candidates 
will have a full understanding of the political, social, legal and business processes since the breakup of the Soviet Union; 
strong writing and presentation skills; extensive business contacts in the region; expertise in Russian organised crime and 
corruption and familiarity with the threats to Western businesses in the FSU. (ref CR2/FSU/C) 

u Financial investigative specialist — Required to contribute to risk management consultancy services in the former 
Soviet Union. Candidates will have previous management consulting and financial investigations experience; expert knowledge 
of the Russian business and regulatory environment with à focus on legal and tax issues; experience in the workings of 
Russian companies. (ref CR2/FSU/FC) 


Please apply by 22 May 1998, quoting appropriate ref, enclosing CV and stating current salary to: Daire Farnon, Personnel Manager, 
Control Risks Group Limited, 83 Victoria Street, London S WIH OHW. http://www.crg.com 
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Opportunity in South Africa 





Public Health Sector 
Support Programme 


Lj 
e 
* 
[3 
& 
w 
& 
a 
The South African Government is engaged in a radical — e 
reform of its health services with the aim of making 8 
quality health care accessible to all. On behalf of the $9 
EU, the British Council is recruiting consultants to e 
work alongside South African counterparts to act as A 
catalysts for change. The following post is currently e 
available and open to EU nationals or nationals of & 
countries which are signatories to the Lomé Convention: a 

& 
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Senior Adviser in Financial 


Management Systems 
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@ Post Reference 98/N/004 e 
6 Duties include: developing systems for effective e 
© financial management and internal control; training e 
€ trainers and counterparts in the use of newly e 
= developed systems; supporting and advising senior z 
ə management at government level on further aspects e 
e f health policy and financial planning. e 
@ Qualifications and experience: applicants should é 
@ be qualified accountants (CCAB) and have a relevant E] 
@ postgraduate qualification in finance or health * 
€ management; at least 10 years’ post qualification e 
€ experience including a minimum of 3 years’ experience e 
> as a financial manager at Board level or as a senior : 
ə financial adviser at national/provincial government e 
e level plus an excellent track record in setting up e 
e financial management systems in a large public d 
e organisation and/or the health sector. & 
@ Overseas experience in developed as well as developing @ 
M countries is highly desirable. : 

Reward package: attractive tailored packages will be 

z discussed with shortlisted candidates. : 
e Contract: from 1 to 3 years, commencing late e 
@ Autumn 1998. L3 
@ Closing date: 29 May 1998. & 
@ Interviews will be held in Brussels in early July 1998. * 
e Requests for details and an application form, quoting < 
: the relevant post reference and enclosing an A4 sae e 
* (39p) to: Mark Hepworth, Overseas Appointments e 
e Services, The British Council, Bridgewater House, e 
e 58 Whitworth Street, Manchester M1 6BB. [] 
@ = Telephone: (0161) 957 7383, Fax: (0161) 957 7397. E 
0 E-mail: Mark.Hepworth@britcoun.org © 
: The British Council is committed to a policy ^ 
e of equal opportunities. e 
e People who previously replied to the advert for e 
e Worldwide Health Reform vacancies should ds 
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not apply. 


— 
~ 
A J 


M 


3 O O KOROR | Council 


Che British Council, registered in England asa charity no 


209131. is the United Kingdom's international network for 


education, culture and development services. 
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Palestinian National Authority 
Ministry Of Finance 


Palestinian Authority Tax Administration Computer System (PATACS) 
REQUEST FOR EXPRESSIONS OF INTEREST 


Consulting Services and 
Performance of Analysis, Design, Development, and Full Implementation 
(including Plans, Preparation, Hard-/Netware Installation, Reorganization 
Assistance, Training / Taxpayer Education, Maintenance Issues) 


The Palestinian Authority (PA) is continuing its process of developing and 
improving its Government administrative mechanisms in West Bank and Gaza Strip. 
The PA Ministry of Finance wishes to establish a Tax Administration Computer 
System for the administration of taxes under its authority 


PATACS will cover the computerization of Value Added Tax and Income Tax 
providing defined links to registries (especially population / company registry) and 
the PA Government Financial Management Information System (GFMIS), but it 
must be flexible enough to attach other taxes and to extend its scope of functionality 
/ links later on. The new system will have to consider and incorporate existing (sub)- 
systems - especially the transition from the Israeli tax computer system (SHAAM) 
in the West Bank area - and the (planned) communication structure / network 
architecture and standards defined by the PA Government Computer Center (GCC in 
the Ministry of Planning and International Cooperation). 


The project will mof include the issuing of a hard-/netware procurement tender, 
which will be done separately. Nevertheless all other activities related to the hard- 
/netware issue (e.g. plans / preparations, specifications / draft of tender, advice 
assistance, acquisition procedure / installation) are included 


In 1998 the PA intends to issue a Request for Tender, expecting bids (technical and 
financial proposals for the specified services and actions, including a comprehensive 
description of the planned approach to perform these, rough plans for specified 
activities, and a comprehensive master-plan for a pilot based, phased implementation 
of the whole of the project). The project work consecutively should start within 
shortest period, its realization not exceeding 3 years. The services necessary under 
this project must be performed under intensive cooperation with local companies 
and in close coordination with the PA Ministry of Finance and its consultants. The 
PA intends to apply the guidelines and regulations of the European Commission for 
the bidding process and the performance of the project work 


The PA would like to invite all firms that consider themselves capable of executing 
such a comprehensive project fully, to express their interest. Consortia will be 
allowed to offer services provided that there is one leading and fully responsible 
partner. 


Interested firms should submit an application marked 
"EXPRESSION OF INTEREST - PATACS" 
which should reach the following address by 8 June 1998 


Palestinian National Authority 
Ministry of Finance 

c/o Dr. Atef Alawneh, Deputy Minister 
Al-Midan Building, 5th floor 
Ramallah PO Box 795 


Applications may also be submitted by facsimile: (00972-2) 9985880 
or by Email: mofpal@planct,edu 


Additional information can be received from: Mr. Zidan Suid, telephone: (00972-2) 
9986201 


Applications must be written in English and must contain (at least) the following 
information: 


* a brief description of your firm and the services your firm can provide in the 
related area 


* an indication of your firm's related areas of expertise, such as: project 
management, tax administration consultancy, computerized systems development, 
training activities and tax payer education programs, working in the Middle East 
Arabic environment 

« a brief indication of your firm's completed or on-going activities in the related 
area 

* short annual reports (operational / financial) for the last two years 

* turnover and number of employees providing services in the related area(s) in the 
last five years 

* in case of a consortium the information must be presented separately for all firms 
in the consortium, plus a guide to the planned division of work. 


The PA retains the right to decide on the actual issuing of the Request for Tender; the 
consideration of submitted expressions of interest; and the right to turn to firms not 
having submitted an expression of interest. The applicant rejects any claim for 
ownership rights concerning the information and ideas submitted in the application 
or presented and discussed later. The applicant will bear all costs of replying to this 
invitation and no claim for reimbursement will be considered 
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So You Want to Buy A Ranch? 


One-hour via Interstate 8 from San Diego's warm, 
sandy beaches is America's ‘high country’ ranch secret. 


PRICING 
GLOBAL TELECOM 
SERVICES 


LYNX Technologies has developed a comprehensive 
database of global rates and tariffs which is both cost 
effective and easy to use. 


100% perfect four-season climate nestled in a million acres of national forest 
solitude, seclusion, and serenity. 4,600-acre working ranch. 5,000 sq. ft 
hacienda/ guest homes/ barns/ pool/ lakes/ fishing ponds/ springs/ airstrip 

oak-studded green valleys, mountain vistas. 


Awesome investment potential, Ideal for 27-hole golf course/ 1100 homes! hunt 
club/ bottled spring water-or just hide out and enjoy! 


Never offered before. $10,500,000 ( firm) 
AG&Cie (619) 792-1726 (phone/fax) 


Save 30-70% on International Calls 


“Justice rated #1 in Callback service.” 


1997 Intemational Telecommunications Association. 





As easy as 1 2 3... 
/ PICK A COUNTRY (we list more than 200) 
X PICK A CARRIER (we track 350) 








e Business, residential, and World Leg Rates: (uss) X PICK A SERVICE {includes National and 
cellular savings. Japan 27 international Phone, Private Line, ISDN, Frame, 
Korea 49 
* Earn Free air travel with Taiwan -49 VPN, Celular Creep Sapne 
WorldMiles program. Venezuela 43 The official tariff will display in any currency. All data is 
* join the prestigious Brazil .50 in processable format with unique features and applica- 
Justice Agent Program. Intra-European tíons available. In addítion to official rates, díscounts 
Leg Rates: and street rates are included. 
Belgium 16 
Czech Republic — .25 The database ís available on CD-ROM or Internet access. 
uM = For additional information contact LYNX TECHNOLOGIES, INC: 
Nathertands 43 Voice: 1 (973) 256-7200 Fax: 1 (973) 882-3583 
Norway 41 d 
TECHNOLOGY CORPORATION Russia 36 E-Mail: lynxinfo@lynxtech.com 
It's just what you're looking for. — = Internet: www.lynxtech.com 


Mention this ad for a sign-up bonus. Agent inquiries welcome 


1-310-526-2200 . 1-310-526-2100 fax . www.justicecorp.com 


INTERNATIONAL PROPERTY 
Humberts Leisure 


The Rank Group 


DEA TU UI MU REI E NE eT AAT E em T EAE NIE EIS o EE 
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_ 710 Route 46 East, Fairfield, NJ 07004 (USA) 


On the instructions of 
Holidays Division 


Four important coastal 


holiday centres 


All with a well capitalised range 
of core leisure facilities 


Hampshire coast - 259 chalets 

Isle of Wight - 330 chalets 

South Cornwall - 253 chalets & 35 hire fleet caravans 
East Devon - 337 chalets and 131 hire fleet caravans 


For sale frechold as profitable, 
fully operational centres. 
Available as a group or individually. 


1 T tiber Optie N Nétwork 
Tog Hour Customer Service, 


For full details and brochure please contact: 


Queensgate House, 48 Queen Street, Exeter EX4 3SR 
Tel; 01392 490497 Fax: 01392 410436 (Ret: PRS) 


* Agents Wanted Call 1-206-378-2816 * 
Tel: 1.206.599.1992 * Fax: 1.206.599.1982 


417 Second Avenue West * Seattle, WA 98119 USA 
www.kallback.com * Email: info € kallback.com 


12 Bolton Street e London W1Y 7PA 
Tel: 0171 629 6700 Fax: 0171 409 0475 (Ret: JCM/DTDM) 
e-mail: humberts.leisure@virgin.net 


HOTELS * GOLF * LEISURE 
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DELAWARE (USA) 


CORPORATIONS 
Pangen 


specialists in setting up Dekwa OO oer i, 
Boat & Shelf Corporations. Coll or write for cur FREE KIT! 
We provide confidential 


IMMIGRATION TO CANADA 


CHAIT AMYOT 
Barristers & Solicitors (Founded 1928) 
Reputable Canadian law firm provides assessment of your 
chances of succes FEES BASED ON RESULT 
Fees are payable only if an Immigrant Visa is actually 
issued and not otherwise. For an ASSESSMENT, 
forward your resume to 
CHAIT AMYOT Immigration Division, 
| Place Ville-Marie, Suite 1900, Montreal, Canada, 
HIB 2C3. Tel: (514) 379.1333, Fax: 879-1460, 

E-Mail:deomcürchait-amyot.ca 


Private Bank 
For Sale / Free Report 
Call: 310-376-3480 (USA) 
Fax: 310-798-3842 (USA) 
email: wbc(a ibm.net 
Worldwide Business Consultants 





IRISH OFFSHORE COMPANIES 
£145 Specialists in Irish Non-Resident 
Companies Fax:  *353-51-386921 
www.iol.ie/~irishinc/ 





Canadian Estate For Sale 


Stonethwaite Estate in the County of Prince 
Edward, 2 hours drive cast of Toronto. A Great 
House was to be built on 25 acres of woods 
and ravinc. Estate grounds must be sold 
C$125,000 
For further information contact Paul Webber 
by fax (1-613) 969-7465, 
or e-mail mauncodi connect. reach.net 











bn quality service for o 

Lnd reasonable rate. 
3511 Sávenide Rd, #10540 è DE USA 19810 
302477800 © 800321408? © FAX 3024779811 
E-mailt cop Eeleg com © laternat. timp / / deir com 









GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 


Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext. H-4265 for 


U.S. GREEN CARD (NO JOB OFFER) current listings. 


































IMMIGRATION TO CANADA. 
Canadian Immigration Lawyer will 
prepare Visa application and conduct 
job search for prospective immigrants. 
Very reasonable fees. Leonard 
Simcoe, Ref. E, 1255 Laird Blvd.. 
#208, Mt, Royal, Quebec, Canada 
H3P 2TI. Fax (514) 739 0795 

Email: 76143.2031@compuserve.com 









Provisions in U.S. Immigration law may make you 
eligible for a U.S, GREEN CARD without needing a job 
offer If you are an experienced businessman or 
professional, please fax your C V, resume, or Hist of 
qualifications for review to 
Law Offices of 
DOBKIN & SHERMAN, P.C, 

32901 Middlebelt Road, Suite 500 
Farmington Hills, MI 48334 U S.A 

Tel. (248) RSS 8500 Fax (248) 853.9784 E-mail xgreencaniao! com 













2ND PASSPORTS / Driver's Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax *3120-5241407; E-Mail: 
1004 13.3245@compuserve.com; 
http://www.global-money.com 


























SPRING-TIME IN LONDON 
We offer 24 apartments from 1-3 bedrooms, all 
with fully equipped kitchen / Reception with 
satellite TV - maid service - 24 hour reception - 
fax - laundry service 
Our competitive rates, privacy and ideal location 
in South Kensington make us the perfect 
alternative to hotel accommodation 
For rates and brochure please contact 
Collingham Serviced Apartments 
26-27 Collingham Gardens London SW5 OHN 
Tel: 0171-244-8677 Fax: 0171-244-7331 


CUT THE COST OF YOUR 
STAY IN LONDON 


Comfortable self-contained serviced studio 
flats in Knightsbridge near Harrods, fully 
equipped kitchen-dinette, bathroom, 
phone, satellite T.V, central heating, 
elevator, maid service, resident manager. 
Suit 1-2 persons, Brochure by Air-Mail 
Knightsbridge Service Apartments 
45 Ennismore Gardens, 
London SW7 1AQ. 
TEL: 0171 584 4123. Fax: 0171 584 9058. 


NEW AUTHORS 


PUBLISH YOUR WORK 


ALL SUBJECTS CONSIDERED: 
Fiction, non fiction, Biography, Religious, 
Poetry, Childrens, 
AUTHORS WORLD-WIDE INVITED. 
WRITE OR SEND YOUR MANUSCRIPT TO:- 


MINERVA PRESS 
2 OLD BROMPTON RD. LONDON SW7 3DQ 


INDEVORS Ltd. U.K & OFFSHORE | EE aT E PEP 
ORS Led. UK a OF w Family histor) 







& BANKING AGENTS Satie Rare ogi, z ESBS IER 
Example:- A New U.K Ltd. with a U.K Bank Discover your ancestors 
Account. Registered Office Address Authentic — C ost-effective 
“Ready to Trade” Money-back guarantee 
complete for £350:00 FHEE advice & Information Pack 
COMPREHENSIVE *SPECIALIST" y a 723047 
NOMINEE SERVICES write or phone (0)1962 732676 
Mail, Tel & Fax answering Debrett Ancestry Research 
WORLDWIDE OFFICING PO Box 
Tel- 44 01793 644466 Fax:- +444 01793 644115 























LONDON SUITES 
LUXURY SERVICED APARTMENTS NEAR HARRODS 


CHOOSE FROM A SELECTION OF BEAUTIFULLY 
APPOINTED FULLY REFURBISHED ONE AND TWO 
BEDROOM APARTMENTS IN KNIGHTSBRIDGE 
ALL FULLY EQUIPPED WITH MODERN FACILITIES 


12 OVINGTON SQUARE 
KNIGHTSBRIDGE SW3 1LN 
TEL: 0171-581 5466 FAX: 0171-584 2912 
E-Mail: LSvites{Dool.com 






CANADA IMMIGRATION , 


Let our exclusive group of former Visa Officers, with over 35 years 
experience, provide expert assistance and guidance to your 
immigration process. Applications professionally and confidentially 
prepared. Our money-back guarantee is your assurance of success. 
Best Government owned and administered Investor Funds available. 
Specialists for skilled workers, businessmen and investors. 


OIC CONFRATERNITY CANADA LTD, 

1410-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 
TEL: (604) 669 0389 FAX: (604) 669 3905 

INTERNET:- www.our-website.com E-MAIL passport infoserve.net 























Free Reports 
The Risks And Rewards 
Of Trading The World’s 

Largest Marketplace 

Foreign Exchange 







Preparing & Benefiting from 
Stock Market Uncertainty, 


Interest Rate Hikes, EMU, 
and the Asian Market Crisis 
Senior Trader 
Prepare for tomorrow's major market moves by calling 
for our complimentary reports and services guide today. 


International Toll-Free Telephone Numbers 
Australia 1800125944 Belgium 080015880 Bermuda 18008784178 
Brazil 0008119215513 Chile 12300200612 Colombia 980120837 
Cyprus 08090605 Denmark 80016132 Finland 08001110064 
France 0800902246 Greece 00800119213013 Germany 08008296660 
Holland 08000220657 Hong Kong 800967209 Hungary 0080013239 
Indonesia 00180019216213 Ireland 1800559294 Israel 1771000102 
Italy 167875928 Japan 0031126609 Korea 00308110243 
Luxembourg 08004552 Mexico 958008784178 N.Zealand 0800441880 
Norway 80012033 Poland 008001111242 Portugal 050112632 
Singapore 8001202501 S. Africa 0800996337 Spain 900931007 
Sweden 020793158 Switzerland 0800897233 Thai. 001800119216613 
Turkey 00800139219013 UK 0800966632 USA 8009945757 

USA Toll +714-376-8020 USA Fax +714-376-8025 


AROUND THE WORLD AROUND THE CLOCK 
FOREX CAPITAL MANAGEMENT 
EXCELLENCE IN CONFIDENTIAL BROKERAGE SERVICES 
ACCOUNT MINIMUMS $25,000-$5,000,000 (USD) 


SAVES YOU MORE 


ON INTERNATIONAL CALLS! 


RATES TO THE U 


$ : 
LR diicisxos. ED Most new customers are 
France......25c referred by satisfied 


Germany ....22€ NewWorld users 


Italy........32¢€ 4 
Netherlands. . 25€ Now earn 20% by 


Switzerland . . 26€ referring a friend 
Brazil....... 63€ Numerous Special Services Included 


Malaysia .... 49€ - No Extra Charge - 


Call: 201.287.8400 Fax: 201.287.8434 
In the U.K. Call: 44.171.360.5037 Fax: 44.171.360.5036 
economist? newworldtele.com http://www.newworldtele.com 


Business to Business agents welcome 
201-287-8400 NEW 


1ELECO@MERICAT 


1402 TEANECK ROAD + SUITE 114 + TEANECK NEW JERSEY + 07666 - 
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TRAVELLING 
TO NEW YORK” 

Bed & Breakfast Service offers 200+ 
apartments, all in fashionable areas 
Rates $90-300 p/n. 

Corporate Specialists 
Bed of Roses Ltd, 800 5th Ave. NYC 10021 
Tel: (212) 421-7604. Fax: (212) 935-0617. 


GLOBAL EXPANSION??? 


Uniquely qualified business executive is 
secking the Int’! leadership position with a 
first rate firm which wants big overseas 
market penetration. Qualifications: general 
management, sales, JV start ups, business 
DVLMT, marketing, all negotiations and 
other disciplines in Asia Pacific, Middle 
East, S. America and globally. Conducted 
business in 75* countries. This man is 
reliable, dedicated results focused and a 
powerful leader. Available to relocate, 
PH/Fax 760/345-8739 (USA) E-mail 
DONFE UK@aol.com 


A Sa 
o Modern, comlortable 
Serviced Apartments offering Best Value tor Money 
Unbeatatie location in South Kensington 
2 person apartment from £70 per night 
4 porn ee DN "— £115 "p night 


AL ue Commended 


| ag rene GARDEN APARTMENTS 
3 Ashburn Gardens, London SW7 4DG. U.K 
Te ++ 44 171 370 2683 
+ 44 171 370 6743 


SHORE 
x-FREE E 


cles world-wide 


formation and administration 
of companies 
opening of bank accounts 

tel/fax/mail forwarding services 
LAY ECO LTD. 
1092 Budapest, Raday u. 33/a, Hungary 
Tel.: (361) 217-96-81, 216-54-13 
Fax: (361) 217-44-14 
E-mail: laveco @mail.matav.hu 

Ask for our FREE information 

brochure! 


Languages spoken; English, 
French, Russian, Bulgarian ý 


FREE REPORT 


Reveals The Insider Secrets of 
Visa Free Travel 
Alternate Citizenship 
lax Free Living 
For vour FREE 16 page Report contact: 
Scope International Ltd, Box No 6980 


Forestside House, Rowlands Castle, 
Hants, PO9 6EE, England, UK. 


Tel: +44 1705 631751 
Fax: +44 1705 631322 


E-Mail:scopemail@compuserve.com 
Internet: http://www. britnet.co.uk/scope/ 
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20.000 Hotels 


at best - buy rates! 


when you're looking 
for hotels and super prices ! 


For companies : direct access 
to the worldwide hotel computer 


HOTEL RESERVATION SERVICE 
Fax ++ 49 -221/2077-666 
e-mail: office@hrs.de 


Offshore 


We incorporate and provide management 
services in all leading jurisdictions 
Offshore structures can cut taxes and offer 
significant asset protection 
For further information, please contact 
INTERNATIONAL COMPANY 
SERVICES LIMITED 
ISLE OF MAN - DIANE DENTITH - FCIS 
TEL: + 44 1624 801801 
FAX: + 44 1624 801800 
E-Mail: iom@icsi.com 
GIBRALTAR - STEVE ROWLEY 
TEL: + 350 76173 
FAX: + 350 70158 
E-Mail: gib@icsl.com 
HONG KONG - SIMON HANLEY 
TEL: + 852 2542 1177 
FAX: + 852 2545 0550 
E-Mail: hk(Dicsl.com 
SOUTH AFRICA - ANIKA SAVONA 
TEL: + 27 21 418 4237 
FAX: -- 27 21 418 2196 
E-Mail: icssa@iafrica.com 
UK - MS PEYMAN ZIA 
TEL: + 44 171 493 4244 
FAX: + 44 171 491 0605 
E-Mail: uk@icsl.com 
USA - JERRY BAKERJIAN - BBA 
TEL: + 1954 943 1498 
FAX: + 1954 943 1499 
E-Mail: usa@icsl.com 


http: //www.ICSL.com 











WORLD WIDE 


No. 1 OFFSHORE 
COMPANY AND 
TAX PLANNING 
SPECIALISTS 


Since 19 












75 our worldwide staff of 
over 275 multi-disciplined 
professionals including lawyers 
chartered accountants, chartered 
secretaries, and bankers have 
provided confidential and cos! 
effective company formation in all 
the major low tax areas 

Through our network of international 

offices we are able to provide 
6 A choice of over 750 ready-made 
companies available 

6 Arrangements of Nominee Services 
€ Management & Admin Services 
6 Accountancy & Audit Services 
@ Bank Introductions 
@ Offshore Trust Services 


© BAHAMAS 

e BELIZE 

L BV ISLANDS 

@® DELAWARE LLC 

© GIBRALTAR 

© HONG KONG 

e HUNGARY 

© IRELAND 

e ISLE OF MAN 

e JERSEY 

€ MADEIRA 

€ MAURITIUS 

e NEVIS $575 

e SEYCHELLES $350 

Other Jurisdictions & Offshore Banks 
Available on Request 

LUXEMBOURG - EVELINE KARLS 


Tel: +352 224 286 Fax: +352 224 287 


——— JENNY KOMPULAINEN 


9 5959 F 758 +6959 ale 


HUNGARY - LASZLO Kiss BSc (Econ) 


H 3959 E 31 9 +56 

























$500 
$500 
$500 
$495 
£250 
$450 
$1995 
£225 
£250 
£495 
$2250 
$500 





CYPRUS CHRISTODOULOS VASSILIADES 
pene at-Law 
_ SINGAPORE - DIANA BEAN 

+65 535 3382 Fax +65 535 3991 

HONG KONG - RAYMOND CHOI 
MEA MLIA (Dip) 

el «852 2 290 ! Fax’ +f 211191 
SHANGHAI - BART DEKKER uM 
USA WEST COAST - - AICS Ltd 
Sp MIRECKI 4 t 


ics a [ 4744 ca 
B54 1344 Fax + 4 354 025 


For Immediate Service & our Free 110 
Page Colour Brochure Contact 


ISLE OF MAN - C W FORSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 

Isle of Man, Great Britain, IM99 4EE 
E-mail: economist@world-mail.com 

TEL: «44 1624 815544 
FAX: «44 1624 817080 
LONDON - e" COOK BSc 


i 155 





el 444 


1509002 CERTIFICATED | 


Toll Free From USA: 
1 800 283 4444 
Freephone From UK: 
0800 269900 


Offshore information on 
N www.ocra.com "d 


Wu} 































OFFSHORE 
COMPANIES 


BY LAWYERS 


S 
SCF is one of the world's largest tax 
planning practices. Fully owned and 
operated by lawyers and accountants. 
All our consultants are professionally 
trained and will ensure your affairs will 
be dealt with in an atmosphere of 
utmost privacy and confidentiality 


— M — —  ——— 
WORLDWIDE OFFICES CAN 
= PROVIDE: B 

€ BANK INTRODUCTIONS 

© FULL NOMINEE FACILITIES 

@ FOUNDATION REGISTRATION 

© TAX PLANNING ADVICE FROM QUALIFIED 
LAWYERS & ACCOUNTANTS 

€ COPYRIGHT & PATENT REGISTRATION 

@ ASSET PROTECTION TRUSTS 

@ VESSEL'YACHT REGISTRATION 

@ FISCAL MIGRATION/2ND CITIZENSHIP 


LOWEST 1° YEAR 
& ANNUAL FEES 
GUARANTEED 


For confidential & friendly advice please contact 


LONDON OFFICE 
90-100 SYDNEY ST, 
CHELSEA, LONDON, 

SW3 6NJ 
TEL: + 171-352 2274 


FAX: + 171-873 9688 
E-mail: offshore@scfgroup.com 


FREEPHONE: 0800 262 856 
www.scfgroup.com 


DUBLIN OFFICE 
27-29 LWR PEMBROKE ST, DUBLIN 2 
TEL: + 353-1-662 1388 
FAX: + 353-1-662 1554 
E-mail: offshore@scfgroup.iol.ie 


























Athens, Budapest, Lisbon, Monaco, Moscow, 
Nicosia & Sofia 


For a free colour brochure on 
how you can save taxes please 
complete this coupon below: 


Name 





Address 


Code 





. Tel No 
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JUTPUT. DEMAND AN 
of 4.2% in the first quart 


The Economist poll 


T Ó——(RPRPCRUR 









































rate 4.9% in March: SJan-Mar, . . 





% change at annual rate 
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FORECASTS Every month The Econo- 
mist surveys a group of forecasters and cal- 
es the average of their predictions of 
conomic growth, inflation and current- 
account balances for 15 countries. The ta- 
- blealso shows the highest and lowest fore- 
| casts for growth. The previous month's 
_ forecasts, where different, are shown in 
| brackets. This month our panel has in- 
| creased its growth forecasts for 1998 for six 
|. countries, but lowered them for five. It has 
| become slightly more optimistic about 
| America and two biggish European econ- 
- omies, France and Italy, but gloomier still 
about Japan. Our seers are cheerier about. 
inflation—cutting their forecasts for 1998 

diction for only one, and trimming their 
























| 1999 forecasts for ten countries. 


TT enmt euenit e s t nai Ie rre er i a P i rq a PAPA A rtr peras erre rr A a Pii a a a E Te META PRAE PAP 


Retail sales Unemployment 
(volume) — — (*rate —— 
yew latest year ago 
+ 46 G ce Apr 8.7 
+33 de 72 Ap — 73 
+ 29 Dec 12.5 Ma 13.4 
b Mat 6.4 fep? 7.6 
* 37 Nw — 85 Mar 93 
4.1 Feb 20RD. — 70 Ma 82 
+ 2.1 feb 120 Ma — 125. 
~ 01 Feb 115 Mar 11.2 
+ O4 Feb 12.0 jan 12.1 
- 89 Feb 39 Mar 3.3 
+ 3.5 Oa 48 Ma$ 58 
na 198 qe 217 — 
+ 68 b — 4 39 kb 64 Mar BA 
+ 15 feb 4.6 Mar* 5.6 
+43 Ma +45 Ma 47 Ma 52 — 





m a tr rrr m paasa e er 


Tnm sita rtt Pra rA teri Pr m ata an ^d Ah A AI HI o SA NS TS a a ta As i 


tta HAAS He rarement i a e he Pr agr ade M rmt a aa a ear Pre EPI E P S Pene a a ara c a 





Maria i Me HS NIA Ty AL rede eraann tta mer t e PPP Po HN a fe emt t me PU AIRMAN V NR a RAM ad min A I A anera um unanenn tN A el Alen RE 


TTD HU heremo mri rat t he rt remet te I NEON aa aaea tA rr ini ar a a NES E eet a tate 4 t er i a tad : 


industrial 
E DP... GDP forecasts c Preduenom 
MEN 3mths! 1year — 1998 — 1999 — ^ 3mths! 1year 1year 
.] Australia +18 «3604 430 + 32 132 + 27 % 
| Austria na +25 1997 +26 4 26 1183 + 67 Now 
|. Belgium. -14 +25 0 +27 +27 m +55 fe) + 29 D« 125 Mw 131 
|. Britain +18 +280 423 418 -23 -02rb 441 ma 64 fb 76. 
[| Canada  * 30 242 +32 «28 -08 *14k +3. 
| Denmark — «45 + 44 Qe $31 +28 — 132 4| fb — 20 
. |. France * 31 43004 429 427 +73 4 75 Feb 
| Germany +11 +2404 426 +27 +85 +43 fb — - 01 feb — 115 Ma 112 - 
"pec — 307 0188€ 2d 79 135 5098 a 046. S 
| Japan OF 02g -02 «12 ^ -54 -53 Mw — - 89 Rb ^ 3 39 Ww 33 
| Netherlands +36 « 38 Q4 +35 « 33 — 4 70 «49 fe 
| apain 1,5 aT + 3b O6. * 36 * 36. Cor 79 10H feb 
| Sweden +92 +33 Q4 428 429 - 21 + 68 Feb 
| Switzerland —« 19 +200 419 +22 na 87 Qa 
| United States +42 +3601 +30 «22 +09 «43 Ma 


.| PRICES AND WAGES Japan's 12-month rate of consumer-price inflation rose to 2.2% in 
| March; Italy’s edged up to 1.8% in April. In the year to March, producer-price inflation slowed 
| to 0.9% in Italy and 0.3% in Spain. Australian workers got a 3.0% wage rise in the year to the 
| first quarter, a real increase of 3.2%. Swedish workers got a 3.3% rise in the year to February. 


NN THIEL t mimm rrr iti m reinen tle 4 Atene AA e P Y remm a a a ARP rm m Pat a a IST DR a A e 








09 Mar * 26 + 2.7 Mar 
Li Mar na + 03 fe 
0.7 Mar al 30 feb. 
0.3 Mar * 32 + 29 04 
0.9 Mar +70 + 33 feb* 
07 Ma na +05 99 
1.8 Mar + 4] + 4.0 Mar i 


meen aAA ernn fit i Arbre a Rei mama Limon mit m A o Rr rl ———— 


TIUS HIAMILUMI II MIT I ee m EPISC ite ani Ha Hire Np temor t Pe rii c re arai a t i rive Rn A NANI A Mere 





Not seasonally adjusted. f'Average of latest 3 months compared with average of previous 3 months, at annual rate * *New series New weights. 








orange crop is forecast to be 30% lower 


. Florida is also boosting prices. But the rise 





| COMMODITY PRICE INDEX. 
The news that Brazil’s 1998-99 


than last season’s, at only 298m boxes (of 
40.8 kilos each), has added some zest to the 
frozen orange-juice market. Prices rose 7% 
in a day as commodity funds rushed to 
buy. Concern over insect infestation in 


————— 


may not last. Stocks remain large because 
Brazil, the biggest orange-juice producer, 
has harvested three successive record | 
crops. And output in Florida, the second- | 
biggest producer, was a record crop of | 
248m boxes of oranges this year. Prices of | 
essential oils produced from orange peel 
have also risen in anticipation of Brazil's 
smallercrop. - a ME 


RR 





1990100. ux KE % change on | 

Apr28th — May5th* one one ; 

ee sr nth year | 

Dolarindex — | f 

| Allitems — 982. — 977 -03 -202 | 
| Food 1139 1138 - 09 -209 | 
| industriais - T woe ME TIEN 7 | 
NE NONE. ES ES 838 + 04 -194 | 
| Na! — 956 951 - 32 -228 | 
| Meth ^ 780 ^^ 769 + 32 -167 | 
| Steingindex = = = ! 
| Allitems ES SR 1052 + 02 -213 | 
| Food — 1218 — 1224 - 04 -RO | 
| industrials RUN LS P | 
| Al 905. 901 + 09. -205' | 
| Nat — 1023 — — 1023  - 27 -239 | 
| Mens — 835 ^— ^" 828 + 37 -178 
| SDRindex nS is | 
| Aliems — ^ 989  ' . 982 .— 15 -192 | 
| food ^ — 1146 1144 - 21 -199 | 
| Industrials —— Duc a EE 
| Ah 852. 842. - 08 -184 | 
| Na! O 2 S6 43 -218 | 
Meta —^— 1.785 773  * 20 15 157 | 

Gold 4 

$peroz 30805 30325  - 12 -115 | 

Crude oil North Sea Brent — "T 

$ per barrel — 14.40 —— 4473 +72 -183 | 

* Provisional, $ Noh-food agriculturals. —— BO ee 
























THE ECONOMIST MAY 9TH 1998. 









FJ "y me ers > i aw a Se a ee ee SUN 
* quer sore FONT mm d ENTA i ea 


CIAL IN DICATORS 


STOCKMARKETS European bourses had a good week in reaction to the agreement to | B THEEURO Then European countries 
launch Europe's new currency. Milan surged by 5.8% in the week to May 6th. Wall Street hit that will merge their currencies into one 








another record high, up 1.2% on the week. , on January ist 1999 aim to do so at the ex- 
Share price indices % change on change rates in the table below. So one D- | 
1998 one one record Dec 31st 1997 , mark should be fixed at FFr3.35386 when 
May 6th ^ high low week year high in local in$ | theeurois introduced. But it may not be. If 
Australia 27880 28814 2,5424 + 14 107 32 66 ere the DM/PFs tate implied by their market 
> . ' d x T -i + . - é + + 
Austria 15542 1,5690 12457 * 12 +266 -105 + 200 ug | an against the dollar at the start of next 
Belgium 30757 31442 24050 +20 436  -22 ^ « 22 +294 | Year is significantly different from 
Britain 59924 61058 50688 427) «321 e y 4" 167 .178 | 335386, that rate will be used instead. 
Canada 76787 78223 62400 +09 «254 -18 + 146 «140 | There is a further uncertainty about the 
Denmark 7433 778.8 667.1 + 24 +336 - 46 + 100 +118 rate at which p-marks will be converted 
France 25584 25648 1,873.1 + 53 +445 - 02 + 315 *337 | into euros. The euro will initially be worth 
Germany 5,229.8 §,442.0 4,087.3 + 24 +472 - 39 + 23.1 +254 one ecu, a basket of EU currencies that also 
Italy 1,499.8 1,654.4 1,053.2 + 58 +942 - 93 + 424 +446 includes sterii which Pen in tials de 
Japan 192498 172643 146044 - 10 -mo  -608 - o = 22 | eu ing, which is not joining the 
Netherlands 1,163.7 1,188.0 892.0 + 32 +50.0 - $8 « 2A +298 euro. If the pound weakens by year-end, so 
Spain 8706 938.8 6326. « 32 + 66.1 <Ja- + 35 +399 | will theecu—and hence the euro. 
Sweden 37022 3,760.0 2,853.1 + 44 +33.0 - $$ 4 234 +293 
Switzerland 7,610.8 7,8277 6,062.1 * 51 +517 228. 4 215 +201 a | m 
United States 9,054 7 9,192.7 7,580.4 + 12 +278 - 15 * 145 +145 E1111 centr: ub D8: 
World* 10792 10972 896.5 + 19 *241 25) o. 052 4152 £011 copra! cates, as at Dac 37st 1990 = 


*Morgan Stanley Capital international index includes above markets and seven others, in dollar terms. 


MONEY AND INTEREST RATES Spain, which is joining EMU, trimmed its key money rate 
by 25 basis points to 4.25%. Denmark, which is not, hiked its discount and repo rates by 0.5% 
to 4% and 4.25% respectively. European bond markets weakened; America’s drifted lower. 






































Money supply* Interest rates % p.a. (May 6th 1998) 

% rise on year ago over- 3-mth money market banks bond yields _ Eurocurrency — 

narrow broad night latest year ago prime gov't! corporate — 3 mths “3mths bonds 
Australia +11.2 +62 M» 5,03 4.98 5.90 8.75 5.75 6.27 5.00 5.43 
Austria +41 +03 Feb 3.38 3.70 3.43 6.50 5.07 na na 5.63 
Belgium +58 967 Feb 3.75 3.78 3.22 7.25 5.04 5.36 3.81 4.70 
Britain +66 «98M 5.25 7.41 6.53 825 5.82 6.32 7.38 6.07 
Canada +88 +30 Mar 4.62 483 3.04 6.50 538 6.20 488 5.30 
Denmark na +38 fe 4.50 4.45 3.61 6.75 5.21 7.13 445 5.07 
France +11.1 +43 Feb 3.38 3.55 3.48 6.55 497 5.23 3.58 4.68 
Germany +55 +40 Ma 3.41 3.69 3,19 495 4.91 4.96 3.67 4.65 
Italy #104 «90 Ma 569 4.63 6.88 8.25 5.21 5.69 4.95 489 
Japan +88 +45 Ma 0.44 0.54 0.45 1.63 1.68 1.39 0.52 1.10 
Netherlands 475 +72 de 3.50 364 296 5.25 4.96 5.32 3.63 4.64 
Spain 411.6 +31 Mar 431 4.33 5.37 7.00 5.07 5.35 4.28 4.70 
Sweden na -04 Mar 4.25 456 4.13 5.24 5.25 5.40 4.62 5.06 
Switzerland +85 +16 mn 1.50 1.50 1.81 3.50 3.12 3.36! 1.56 2.31 
United States «05 +99 Ma 5.22 5.46 5.70 8.50 5.66 6.825 5.59 5.62 





t Ten-year bond rates (old series: Britain 15-year 5.80%, United States 30-year 5.94%). *April 29th. §May 5th. 


“Narrow: M1 except Britain MO, broad: M2 or M3 except Britain M4. Sources: Banco Ambroveneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, Chase 
Manhattan, CA IB investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale, J.P. Morgan, Paribas, Royal 
Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, DatastreamAC V. Rates cannot be construed as banks’ offers 








TRADE, EXCHANGE RATES AND RESERVES Australia recorded its biggest-ever monthly trade deficit in March; its visible deficit wid- 
ened to $793m. The Australian dollar's trade-weighted value slumped by 1.5% in the week to May 6th. The pound fell by 1.7% and the yen 






Trade balance*,$bn Current account, $bn Exchange rate Currency units per $ Currency units Foreign reserves? $bn 
latest latest 12 latest 12 mths trade-weighted ' May 6th yearago per per per per latest — yearago 
month months May6th year ago £ DM ecu euro ^ 
Australia - 079 M» + 02 - 133 Q4 83.9 97.8 1.57 1.29 2.60 0.89 1.75 1.77 14.5 Mar 144 
Austria : 56 - 19 Feb 103.0 1034 : ; 20.6 7.04 139 13.8 20.2 Mar 21.1 


~ 035 De + 109 + 13.9 Dec 102.5 103.1 36.4 35.5 60.5 20.6 40.7 40.5 19.6 Mar 17.1 








Britain =- 361 Feb -—227 + 7304 104.4 100.3 0.60 0.61 - 0.34 0.67 0.70 30.4 Jan 35.9 
Canada + 128 Feb + 150 - 122 Q4 82.0 B4.9 144 1.38 239 0.82 1.61 1.63 22.3 Mar 21.5 
Denmark + 0.33 feb + 38 + 1.1 Q4 104,5 105.8 6.73 6.55 11.19 3.82 7.52 7.55 19.6 Mar 14.5 
France +229 Feo + 316 + 39.2 jan 105.9 105.9 5.92 5.80 9 84 3.35 6.61 6.58 33.0 Ma 28,7 
Germany + 672 Feb +719 - 1,3 Feb 104.0 1047 176 1.72 2.93 - 1.97 1.96 78.0 Mar 80.2 
Italy + 190 jan + 289 + 36.8 Dec 75.9 76.1 1,741 1,701 2,893 986 1945 1,954 534 Ma 43.6 
Japan 411.38 Feb «108.3 +102.9 Feb 115.9 121.8 133 125 221 752 148 141 2220 feb — 217.1 
Netherlands + 1.03 lan + 162 * 231 Q3 101.9 102.8 1.99 1.93 3.30 1.13 2.22 2.21 23.4 Mar 28.3 
Spain - 140 Feb  - 186 + 7.2 Jan 76.9 778 150 145 249 85.0 167 167 676 Ma 60.6 
Sweden + 142 Mar + 173 + 5.9 Feb 87.8 84.0 7.57 7.74 12.6 4.29 8.46 8.51 97 Mar 15.5 
Switzerland + 001! feb + 05 + 209 Qa 105.4 104.3 1.47 1.46 245 0.84 1.65 1.59 348 Ma 353 


United States -18.57 Feb -200.9 -166.4 Q4 109.2 105.2 - - 1.66 0.57 1.12 1.14 58.3 feb 56.4 


*Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cit/fob. !1990«100, Bank of England Excluding gold, IMF definition. 
^ Forward rates for delivery January tst 1999, calculated by | P. Morgan §Not seasonally adjusted. 
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EMERGING-MARKET INDICATORS 
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E RICH AND POOR Tiny Luxembourg 
is the world’s richest country, according to 
the World Bank’s latest World Develop- 
ment Indicators. Measured by purchas- 
ing-power parity (which adjusts for differ- 
ences in living costs), Luxembourg’s GDP 
per head was $34,480 in 1996. America 
ranks second with a Gpp of $28,020 per 
head. These are some 60 times higher than 
the GDP per head of the world’s poorest 
countries: Ethiopia, Mozambique and Si- 
erra Leone had a Gp» per head of $500, 








$500 and $510 respectively. All three coun- | 


tries are in sub-Saharan Africa, the region 
with the lowest average GDP per head 
($1,450). South Asia is the second-poorest 
region, with an average GDP per head of 
$1,520. Average income is closely related to 
other indicators of development: sub-Sa- 
haran Africa, for instance, has the highest 
infant-mortality rate in the world (91 


deaths per 1,000 live births in 1996). 
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ECONOMY Asian turmoil and high interest rates took their toll on Hong Kong. © DP-growth 
slowed to 2.7% at the end of the fourth quarter, 
posted a record visible-trade surplus of $3.9 billion in April, compared with a deficit of $1.4 























compared with a year earlier. - »uth Korea 


_ billion a year earlier. Hungarian industrial production leapt 18.8% in the year to March. 

















% change on year earlier Latest 12 months, Sbn Foreign reserves, $bn 
GDP Industrial Consumer Trade Current Latest Year ago 
production prices balance account 

China $720 - 2.6 Mar + 07 Mar 4441 Mar +23.1 1997 1437 un 106 — 
Hong Kong +27% - 020« + 48 me -185m -66197 786 rn 638 - 
India + 5.6 19977 440m + 83ww -58rb —- 481997 263 ww 227 
Indonesia + 6.6 1997* +10.7 a3 + 39.1 Ma 413.6 feb - 68 93 155 Feb 190 — 
Malaysia +69% —22 «+ 5íw + 10) © AB ip 217 De 27.0 | 
Philippines + 47 Q4 +19.4 Nov + 79 Ap -98rb - 43 93 88 tan 97 
Singapore + 7.4 Q4 +16.2 feb + 10 Mr — - 58 Hb 413.8 Q4 74.4! n 7575 — | 
South Korea + 39 04 -10.1 Mar + 9.0 Ma +11.6 Apr + 9.1 Mar 29.8 ww 29.9 | 
Taiwan +7100 — «39M + Zine +58 me + 7408 840 re 88.6 
Thailand + 0.4197 -165S + 10.1 ap -530« -86G 269 Mar x4 
Argentina + B2 Q4 64M + 12 A» - $7 fe — -101 Q4 21.1 Www 17.4 
Brazil + 19 Q4 - 15 heb + 43 Me -75 Me — -327 0 686 Ww 57.3 
Chile + 960i + 19 re + 54 Apr - 24 ww = 41 Q45 169 M 160 
Colombia * 5.5 Q4 * B4 — 192 Mw — 3.1 tan - 5.5 (997 95 w .— 96 
Mexico * 67 04 + 72 feb + 15.3 Ma - 2.8 Mw -730 30.1 Mar E ee | 
Venezuela + 5,5 1997" na + 383 ve +115 Nr 4 59 1997 126 Mar 125 — 
Gi sece * $35 19 +5.20e + 46Me  -187 0a - 48 oe 197 ww 185 
israel + 15094 = 13 ten » £4 = 7.1 Mw - 3.6 Q4 213 ww 153 
Portugal *3619* +27 un  * 23^  -102). - 55 eb 156 Feb 15.5 
South Africa + 08 o - 15" + Sáww 43.1%  - 1908 Ce es * | 
Turkey + 67 Q4 + 6.0 Ma + 936 Aap -2110« — - 22 De 213 ww 156 
Czech Republic + 22 o« + 87 fe + 13.4 Mw - 36 Mar - 32 04 99 jm 11.8 
Hungary * 530 +188 Me + 154Mv - 19% — - 09 reb 9.1 Feb 87 
Poland +650 «49M» + 139 ww -115 5b - 44 re 229 te 18.0 — 
Russia + 01M5 4 12Mx + 86M» +174 feb +7508 10.2 re fti 


*Esumate. "includes gold. t Visible and invisible trade balance. §New series 
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FINANCIAL MARKETS More misery in Asia. Riots in Indonesia sent Jakarta down 10.996 
in the week to May 6th. Strikes in South Korea prompted Seoul to plummet 9.8%. Kuala 
Lumpur fell by 6.1% and Bangkok was 4.6% lower. But Manila rose by 3.6% ahead of elections 


on May 11th. Istanbul rallied 5.9% after political tensions eased. 








13.8 


Currency units 
per $ per £ 
May 6th yearago May 6th 

China 8.28 8.29 
Hong Kong 7.75 735 12.9 
India 398 ^ 359 66.1 
Indonesia 9,050 — 2,43! 15,039 
Malaysia 3.90 2.51 6.48 
Philippines 39.6 26.4 65.7 
Singapore 1.61 1.45 2.68 
South Korea 1,369 895 2,274 
Taiwan 33.0 D2 $49 
Thailand 39.1 26.1 65.0 
Argentina 1.00 1.00 1.66 
Brazil 1.14 1.06 1.90 2 
Chile 453 418 753 
Colombia 1,381 1,072 2,294 
Mexico 8.48 7291 14.1 
Venezuela 537 481 892 
Greece 307 273 510 
Israel 3.68 340 6.12 
Portugal 181 173 300 
South Africa 5.06 4.46 8.40 
Turkey 249,855 136,540 415,209 
Czech Republic — 32.5 30.6 539 
Hungary 209 182 347 
Poland 3.37 316 5.60 














Interest rates Stockmarkets *6 change on 
short-term May 6th Dec 31st 1997 
% p.a. one in local in $ 
week currency terms | 
8.44 1,427.2 12> + 134, rs db. | 
6.33 10,109.1 - 35 sad ee di | 
7.7 4,069.6 428: Sr ary ee 
30.50 414.6 -109 + 32 - 33 
11.06 584 6 -— 641 = X" Ts 
1443 22111 *36:— 4 $183 a 193 | 
5.10 1,448 4 +: 36", 4, 8315 =. $25 3] 
19.00 376.2 - 98 nl + 238 
71$ -. 8,325.6 SSS Seren’ Se 
23.00 3934 -46 + 56 +300 | 
10.70 701.6 Cee 21 eat | 
22.85 11,165.0 DET C E9s5.-& 6&8 | 
13.08 4,548 7 - 0.6 SS —. 8&2 | 
31.12 1.2329 * 02 139  - 191 
^ 1808 4,927 9 20-89 - = 104 
37 61* 6,208.1 - 08. -.283  - 326 
1311 2.582 6 428 7 4 245 4 615 
10.11 315. *28 —fB9 35 40 
435 5,801.4 + 11 + 534 + 561 
1288 - 8,1202 - 07 + 309 +260 | 
80.00 4,218.0 +59 + 222 + 13 
15.20 490.7 29 : = ‘G00 a $8 
17.91 8,562.3 +O}. + 30. 3 42 
23.65 17,8825 + 25 + 219 + 275 





Russia 6.00 5.75 9.97 30.00 310.6! + 14 - 217 - 21.7 
*New series. ' New index. 


| Sources: National statistics offices, central banks and stock exc 
Authority; Centre for Monitoring Indian Economy, Bank Negara 
| Hoare Govett Asia; PIEL Baring Securities; Mernll Lynch; Bank 
! Economic Trends 


hanges, Datastream/ICV; Reuters; SBC Warburg, 1 P. Morgan; Hong Kong Monetary | 


Indonesia; Malayan Banking; Philippines National Economic and Development Authority, 


Leumi Le-tsraet; Standard Bank Group; Akbank: Bank 








Ekspres; Deutsche Sank) Russian 
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Our relationships with clients are built 


on sound principals that produce results. 


Meet our newest. 


clients and peers, the following individuals have been promoted to 


Marcie E. Anderson loronto 
Richard J. Bannister, Jr. New York 
Sandra M. Barnett-White Chicago 
Nigel M. Bateman London 

Uwe Benecke Hrankturt 

Anne D. Bodnar New York 
Lawrence M. Cantwell Stamford 
Gordon T. Carey New York 

R. Scott Coolidge Atlanta 

Mark A. Dahlman Miam: 
Thomas O. Davenport San Francisco 
Timothy J. Feeser Minncapolis 
Paulo P. Ferreira Rio dc Janciro 
Karen M. Figueiredo loronto 
Helen S. Freeman london 
Martin B. Friedman Cleveland 
Donald B. Gaias lampa 

Nancy S. Gottlieb Valhalla 
Michael D. Graham New York 
Anna F. Greenspan Los Angeles 
Ignacio Gurza De Con Mexico Cin 
Carel F. Hammer Rotterdam 
Deborah A. Hart Boston 

Amy S. Heller Ncw York 

Peter G. Jessel Stamtord 

Dale L. Johnson (algar 





Management consultants belping organ izations 


Towers Perrin 


Towers Perrin is pleased to announce that, based on recognition by 


Michael L. Jordan Jacksonville 
Carolyn Kenady Los Angeles 
Peter G. Kilgour London 
Michael C. Kim New York 
Stephen Kimpton Montreal 
Gregory S. Kistler Pittsburgh 
James M. Kohler Chicago 
Henk J. Kriek Amsterdam 
Pierre Lepage Montreal 

David A. Lusk Los Angeles 
George P. Maher London 
Elizabeth D. Mariner Stamtord 
Lori V. Marsh Boston 

Helen R. Martin Sydnc\ 
Richard J. Matinale Philadelphia 
James J. McKeogh Philadelphia 
Stephen G. Mekenian New York 
Brian G. Mills Toronto 

Steven L. Moran t harlot 
Daishi Motodera loko 
Hubert B. Mueller Cologne 
Margaret O'Hanlon San Francisco 
Michael D. Poe Washington 
Richard Pyne London 


Steven M. Raetzman Johannesburg 


Richard L. Rafferty Hartiord 


Principal within the firm: 









Robert C. Schleh Los Angeles 
Marylou Schmidt Philadelphia 
Diana J. Scott (Chicago 

Mark W. Scully Cologne 

Janice K. Simmons Pittsburgh 
Howard R. Soriano (Chicago 
Nora Stein London 

Russel L. Sutter 5t. Louis 

Sandra L. Sweigard Philadelphia 
Michael J. Taylor Boston 

Stacey R. Thaler New York 
Margot E. Thom Chicago 

Stuart Thompson London 

Peter Uher Atlanta 

Falco R. Valkenburg Rotterdam 
Valerie M. Vardy London 
Barbara Wasserman Philadelphia 
Roberto Westenberger luo dc Janeiro 
Gary W. Weston Milwaukee 

Paul M. Whitlock London 
Jerome Winkelstein Atlanta 
Christopher N. Woodward loronto 
Sharon Wunderlich Valhalla 
Jeanne O. Wyand Boston 


execute their business strategies through innovative, cost-effective approaches 






to managing people, performance and risk. 


Towers Perrin: over 7,600 people serving clients through 82 offices around the world. 














Physical harassment. Deportation. Imprisonment without trial. 

In some countries, these are the rewards that await those who 
attempt to tell the truth. 

Many governments consider that honesty is not the best policy. 
Indeed, some will go to any lengths to conceal their record. 

The national press is censored. Foreign media are banned. The 
reasonable question becomes a treasonable offence. 

Such secrecy makes life difficult for us. but not impossible. 

At the Economist Intelligence Unit, we monitor the political, 
economic and trading conditions of more than 180 countries. 


We have built up a unique worldwide network of more than 500 





rseas contributors, 
i lead to another. 





intelligence-gatherers, some of whom have risked their livelihoods, 
even their lives, to assist us. 

Their findings are rigorously checked by our own regional experts, 
then edited into a range of EIU publications. 

For details, call Amy Ha in our Hong Kong office on (852) 2802 7288 
or Lela Abdullah in our Singapore office on (65) 536 2240. 

Alternatively, you can visit our website at http://www.eiu.com 

Whether you are a minister or manager, we can provide you 
with insights and analysis you are unlikely to discover elsewhere. 


Unless, of course, you are prepared to jump “The Economist 


ee eS, 





| . : * Intelligence Unit 
on an aeroplane and take a few risks yourself. ST 
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Bankers Trust acquires Wolfensohn & Co., 


ey | one of the world’s preeminent M&A specialists. 
us Bankers Trust pioneers innovative debt financing i Ëa 


for growing and Astroc companies. 
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The right combination. unlocks | 
value around the world. «= 


^ For over.20 years, Bankers Tust- 
é Bankers Trust © has been a recognized pioneer 
Architects of Value jp innovative debt financing, 3 

We've now pioneered something even greater. 

By skillfully combining the right elements, we've built an 
organization whose depth and breadth go far beyond the sum of 
its parts: BT Alex. Brown. 

With all the components of our global Linde banking firm 
now in pláce, we've created thé first n intégrated source of 
innovative financial solutions. | 

Which means our cliénts—in over 50 countries around the 
world—now have access to unrivaled industry knowledge, 
preeminent research, and proven strengths in advisory Services 
and bank, bond, and equity markets—all on a global-scale, 

So talk to the people at BT Alex. Brown.-When you have the 
right combination, the opportunities to build value are wide open. 


È BTAlex. Brown 


1998 Bankers Trust Corporation and its affiliated companies. BT Alex. Brown is the marketing name for Bankers Trust's investment banking activities conducted by 
BT Alex. Brown international, a division of Bankers Trust International PLC and BT Alex. Brown Incorporated. issued by Bankers Trust International PLC regulated by the SFA 
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LETTERS 


Europe's single currency 


Sig— The final part of your survey 
on emu (April 11th) draws some 
conclusions which seem at odds 
with points made earlier. 

First, you assert that the sover- 
eignty being handed over to the 
European Central Bank is “sover- 
eignty to inflate the economy 
and devalue the currency. Pre- 
sumably even  eurosceptics 
favour neither.” Not so: as you 
point out, Ireland may be losing 
the sovereignty to deflate an 
asset-price bubble and revalue 
the punt upwards. Furthermore, 
eurosceptics may sensibly favour 
retaining freedom to devalue 
and inflate. This is what Britain 
did successfully in 1992. 

You also argue that monetary 
union need not entail political 
union and that German unifica- 
tion would have worked better 
without the imposition of rigid 
labour markets on the East. The 
latter is too true. In the case of 
either Germany or Europe, the 
former is naive. Even without 
saddling the former East Ger- 
many with silly labour policies, 
the costs of monetary union 
would have been huge. West Ger- 
mans resented the huge tax 
increases and deficits required. 
Do you really think it would have 
been politically possible to have 
made fiscal transfers of billions 
of dollars to a foreign country? 
Suffering pain for compatriots, 
albeit new ones, is one thing. Suf- 
fering to share a currency with 
foreigners is less inspiring. 

Another argument you make 
in favour of emu is that it would 
be a disaster to cancel it now. If 1 








The Economist, 25 St James's Street, London swtA 1HG 


ever make a disastrous engage- 
ment, I hope not to have you as 
best man. Better a broken engage- 
ment than a nasty divorce. If you 
still have doubts at the altar, find 
a better reason to get married 
than that it would be embarrass- 
ing to break it off. 


EDMUND KING 
Cambridge, Harvard 
Massachusetts Law School 


Sir—Once one builds into the 
analysis the real drive for Emu— 
political unity, whether one ad- 
mits it or not—it becomes clear 
that the literature on optimum 
currency areas has no relevance. 
No matter what the costs may be, 
they vanish into oblivion given 
adjustment over time. 

Furthermore, although you 
are right to point out that the 
"convergence criteria" have no 
basis in economic theory, they 
have a common-sense economic 
rationale. The 3% of Gp» public 
budgetary deficit happens to be 
equal to the average amount of 
public investment at the time of 
the Maastricht treaty, and this fig- 
ure has been deemed acceptable. 
Given a compound interest rate 
of 5%, this figure is consistent 
with a limit of 60% of cp» for 
public debt. 

The criteria, taken together, 
are consistent with Germany's 
prior to EMU. Hence adopting 
them implies that the ecs will be 
as solid as the Bundesbank in 
controlling inflation, which is its 
sole responsibility. 

Nashville, ALI EL-AGRAA 
Tennessee Vanderbilt University 


FAX : 0171 839 2968 


Sir—I find it hard to accept how 
EMU has been pushed ahead in 
Germany. There has been no seri- 
ous public discussion, and 
nobody has asked the citizens. In 
a democracy this is not tolerable 
for such an important issue. It 
would have been far better to 
achieve a national consensus, 
before the start ofthe project. 

A referendum would give us 
the opportunity to take part in 
the decision on the whole issue, 
and it would givea stronger legit- 
imacy to the project. 

Leverkusen, 
Germany JÜRGEN DRZYMALLA 





Political asylum 


SiR—Your article on Panama (“A 
refuge for ex-presidents", April 
18th) would have been fairer if it 
had indicated that there is a Latin 
American tradition of asylum for 
political refugees. I myself dislike 
Panama’s having become a 
haven for shady characters. Yet it 
is also true that sometimes, Raoul 
Cedras is an example, their com- 
ing to Panama is the only solu- 
tion to political crisis in their 
country of origin. 

JUAN RAMON 


Panama City VALLARINO 








Judging Mitchell 


Sir—According to participants, 
Senator George Mitchell deserves 
some of the credit for the historic 
accord reached in Northern Ire- 
land. But the lopsided portrayal 
of Mr Mitchell as an even-hand- 
ed statesman (Bagehot, April 11th) 
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E-MAIL : letters@economist.com 


tax; an idea that, whatever its 
merits, is not so extreme as to be 
unworthy of a hearing. Before 
castin£ Mr Mitchell as a diplo- 
mat and statesman, his record 
should be viewed in its entirety. 

London LEE HARRISS ROBERTS 


Sig—Bagehot complains of the 
"disturbing niceness of George 
Mitchell", an inevitable fudged 
deal in Northern Ireland, and the 
inability of the American media- 
tor to deliver the parties by either 
carrot or stick. 

This analysis of Mr Mitchell's 
role is flawed for three reasons. 
First, his role is to conciliate not 
mediate. A conciliator is more 
proactive, making proposals to 
break an impasse, and thereby 
acting as a source of settlement 
independent of the parties' posi- 
tions. The mediators role is to 
assert leverage over the parties 
and so affinity with one of the 
parties may be crucial, for exam- 
ple to extract concessions from 
an intransigent ally. The Irish 
and British governments served 
this role in the Northern Ireland 
negotiations. 

Second, mediators and concil- 
iators are rarely third parties to 
an essentially bilateral dispute; 
this bout of negotiations 
involved at least seven parties. 

Finally, the contribution of 
Mr Mitchell is to give a gloss of 
independence to any peace deal 
that goes to a referendum. He 
gives the deal an air of objectivi- 
ty, reflecting the endorsement of 
the international community. A 
visit to the province by President 
Clinton would serve a similar 
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prevented the Senate from con- 
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EXECUTIVE FOCUS 


Corporate Strategy Adviser 
- Economic Studies - 


GlaxoWellcome 


+ Glaxo Wellcome, the UK's largest company by market + The Unit has an opportunity for a business economist to 
capitalisation, is one of the world’s leading undertake analysis of these issues and to contribute both 
pharmaceutical firms. Its annual revenues total £8bn.: to the formation of our economic policy positions and to 
each year the company invests £1.2bn. in research into analysis of general strategic issues. 
new medicines. 

The successful applicant will have a high-quality first 

+ Amongst other responsibilities, GW's Corporate Strategy degree in economics, together with at least 5 years’ 
Unit provides a centre of expertise in corporate and experience in the analysis of economic issues in 
market economics, focusing on: business; and will demonstrate an ability to turn that 

analysis into business policy recommendations. 
the healthcare systems which shape our markets; 
purchaser policies on healthcare and medicines Experience of the pharmaceutical industry, while helpful, 
expenditure, and pricing and reimbursement systems; is not essential. 
the economics of the global pharmaceutical industry; 
and competitor strategies; A competitive salary will be negotiable, and the package 
general economic issues, such as EMU, will include usual large company benefits. The job will be 
competitiveness policy or world trade policy located in Glaxo Wellcome’s new international 
developments. headquarters at Greenford in West London. 


Please apply in writing, with CV and salary details, to Robert Jones, Director, Corporate Strategy Unit, 
Glaxo Wellcome pic, Glaxo Wellcome House West, Berkeley Avenue, Greenford, Middlesex UB6 ONN. 





PLAN 
INTERNATIONAL 


Programme Director 


Attractive Remuneration Woking 


Important pivotal role in major world charity. Raising funds in | | donor countries, PLAN 

INTERNATIONAL has programmes in 40 developing countries to enable children, 

their families and communities to make positive and lasting changes to their lives. 
THE POSITION QUALIFICATIONS 


Key member of the International Management Team, reporting to the 
International Executive Director. 

Develop and implement strategy to ensure programme quality and consistency. 
Provide expertise, leadership and support in project planning, design. 
monitoring and evaluation. 


Strong leader, able to influence and negotiate at senior levels. 

Proven success in programme design, planning, monitoring and evaluation. 
Knowledge and experience of working in development and of the 
practices of major donors and NGOs. 

Effective manager who can lead and develop teams and networks. 


** ¢¢¢4 


Take lead role in major grant negotiations. Excellent communicator able to represent the organisation externally with 


Coordinate special projects in the programme areas. the stature to gain credibility and trust. 
Please send full cv, stating salary, ref PS80502E, to NBS, 54 Jermyn Street, London SWIY 6LX 
Fax 0171 495 1383 Email mikec@nb-selection.co.uk Tel 0171 493 6392 


t% ¢¢ o 





Aberdeen * Birmingham * Bristol * Cardiff * City * Edinburgh * Glasgow 


NB Selection 


A BNB Resources plc company 


Leeds * London * Manchester * Radlett * Slough * Frankfurt * Madrid * Paris 


Recruiting Excellence 


ISO 9002 Registered 
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ised approvingly by Napoleon 
-to contrast the vitality of English 
life with the inflexibilities of con- 
- temporary French business. 

: Current moves by French 
_ businesses to register in England, 
.^to escape French social costs, 
. shows nothing much has 


~~. changed in the past 200 years. 
Poynton, 
Cheshire S. F. BUsH 


(P nc tt acm Sai tc bsn sone EAA | 
Rural majority 


Str—History and the voting 
behaviour of the Senegalese 
people, not fraud, explain the 
. continuous success of the Parti 
 Socialiste (ps) at the polls (April 
. 18th) The ps is heir to the 
"Union Progressiste Sénégalaise, 
hich had always been rurally 
based. Only those parties that 
an win the rural areas win 
‘elections in Senegal, as 70% of 
voters live in rural areas. That is 
‘the challenge the opposition 
parties have to face. 
. At present all the opposition 
-parties are based in towns and 
Cities, like Dakar, and compete 
fora following made up mostly 
‘by an urban population that is 
more educated and more vocal. 
During the last presidential elec- 
tions in 1993 Abdou Diouf lost in 
all the main urban areas, includ- 
. ing Dakar, but won overall with 
the help ofhis less vocal but faith- 
ful rural support. 
MAMADOU DIARRA 
Senegal Embassy 
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Hard Labour 


' Sig-You report that Britain's 
-public finances under Labour 


have benefited from a stronger 


economy than the Conservatives 


`. predicted (“Labour's first year", 


May 2nd) This is incorrect. At the 
time of the Conservatives’ last 
budget, in November 1996, the 
t Treasury forecast that the econo- 
-- my would grow by 3.5% in 1997; 
_. the actual increase was just 3%. 
 Theremarkable improvement 
- in the public finances between 
1996-97 and 1997-98 is largely 
down to Labour’s prudence. They 
put up taxes in their first budget, 
by around £5 billion ($8 billion) 
per year on an ongoing basis, and 
they held down public spending. 
e. Conservatives’ last budget 
projected that core public spend- 
ing would rise by 0.2% in real 


6 


nessman or tradesman and was ~~ 





ermsi in i dus Seded: in facti it fell i | 


xy 1.1% on a like-for-like basis. 
Labour has managed a 
remarkable improvement in the 
public finances, despite the econ- 
omy not growing as fast as was 
forecast by the Conservatives. 

London M. C. FITZPATRICK 
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Not in their gift 


Str—It is more than a semantic 
error to state that the Supreme 
Court “gave” Indian tribes their 
sovereignty in a decision made 
in the 1830s (April 18th). The 
Supreme Court no more “gave” 
sovereign status than this reader, 
by noting your colonialist atti- 
tude, has “given” that character- 
istic to your publication. The 
Court simply recognised that the 
tribes are sovereign and enjoy the 
dominion that implies over their 
land and resources. 
Boulder, 
Colorado 


RR 


NED JAECKLE 





Baltic exchange 


SIR— Your article on the Baltic sea 
region (April 18th) misses one 
important point: the destabilis- 
ing role of Belarus. Though not 
directly located on the shores of 
the Baltic, the autocracy of Presi- 
dent Lukashenka is not only an 
obstacle to the region's develop- 
ment, but a threat to the whole of 
the centre of Eastern Europe. If 
nothing is done about this the 
efforts directed at the Baltic states 


might turn out to be wasted. 
Potsdam, 
Germany NORBERT MEYER 


SiR—Surely for the Baltic states 
the main concern is the unpre- 
dictability of the newly estab- 
lished Russian Federation. In the 
words of Heidar Aliev, President 
of Azerbaijan and former Polit- 
buro member, Russia will never 
retreat from its imperial ambi- 
tions. Equally, many Russian 
politicians perceive that the 
Baltic republics' relentless quest 
for independence contributed to 
the collapse ofthe Soviet empire. 
The vehicle by which Russian 
politicians hopeto regain hold of 
the Baltic states is the substantial 
number of Russian-speaking 
people living there. About half of 
Latvians, one-third of Estonians 
and one-tenth of Lithuanians are 
Russian-speaking. The Baltic 
states consider them illegal 





immigrants because they poured f : 
edin the disabled ar 


into the area during the Soviet 
Union's occupation. 

The Baltic states have coun- 
tered Russian actions by trying to 
integrate themselves into Euro- 
pean structures, above all, the 
European Union and NATO, and 
by meticulously following 
human-rights requirements set 
by various European organisa- 
tions. Estonia and Latvia, in 
order not to endanger national 
identity, have made citizenship 
dependent on passing a lan- 
guage test. The relatively small 
number of Russians in Lithuania 


were allowed citizenship but the - 


country faces another problem; 
allowing Russian armed forces to 
use its territory to keep in touch 
with the Kaliningrad enclave. 

In this kind of game ordinary 
logic and common sense do not 
apply One should compare 
Russian politicians’ angry con- 


demnation of the Latvian police - 


for dispersing a group of Russ- 
ian-speaking protesters in Riga 
with their mild reaction to the 
Serbian police killing Albanian 
demonstrators in Kosovo. 

Washington, DC CAMILLA Kuus 
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America's disabled 


Sig—Your praise of the Ameri- 
cans with Disabilities Act (apa) is 
misplaced (April 18th) You. do 
cite the problems of defining a 
disability and the bizarre situa- 
tions that make the news. But 
then you look favourably upon 


statistics showing large numbers 


being hired and the low appar- 


ent cost to employers, and then 


imply that the act was needed to 
make employers do the right 
thing, economically. 

First, we do not know what 


employers would do in the 


absence of this legislation. It 
could be argued that more dis- 
abled workers would be 


employed, since hiring a dis- 


abled worker may seem a greater 
risk under the act. People, 
employers included, are natural- 


ly and normally sympathetic to 


the disabled. The act means that 
an employer may view a dis- 
abled worker as a lawsuit waiting 
to happen. Like laws that target 
discrimination against ethnic 
groups and women, they often 


encourage employers to find Ne 3 ubt t 
about it all, evenin 2ATAD. 


some subtle and barely legal way 
to avoid hiring. 


Second, do you really believe. 
those figures saying the cost isso — 






Sis—Millennium : 
almost pre-date Christianity. In: 
47AD the E 
 gamestomarkthe800th anniver- 
.sary of Rome's foundation. His- 


Surrey. 


low? They 2 are surveyd 





with a point to prove. y : 
Third, business economics ‘i 
did not start with the apa and — 
employers need no training in _ 
that area. A good worker is a valu- > 
able asset and any employer will 
make allowances. The negative 
incentives created by this legisla- 
tion hardly qualify as “excellent: 
economics”. 
Manhattan Beach, 
California WILLIAM HOKE 
——— —— P —— a oe 





Counting the years 


Sig—On the relevance of the 
approaching millennium to var- 
ious cultures (“Zero-based cele- 
brations", April 18th), it is worth 
noting, in addition to the differ- 
ent calendars you mention, the 
curious fact that "2000" is signifi- 
cant only because we have ten 
fingers and therefore use the dec- 
imal system. Mathematicians 
might be more inclined to cele- 
brate 2025, which is a perfect 
square in any number system, 
and computer types know that 
2K is really 2048 which, in binary, 
is a nice round number: 
100,000,000,000. ! 
Brookline, 

Massachusetts ALBERT KIRSCH 


Sig—Your article on the third 
millennium states that "Thai- 
land ... entered its own second. 
millennium nearly 42 years ago.” 
I don’t understand how this can 


be. This is the year 2541 of the Bud- 


dhist calendar used in Thailand. 
The second millennium in the 
Buddhist era would have begun 
in their year 1001. This is nearly 


. l540yearsago—not42 years ago. |. 
have heard of being off by one 
(such as thinking the third mil- 


lennium begins with the year 
2000, rather than 2001), but off by 


1540 years? 


Berkeley, 
pui dos 


GORDON GRAHAM 
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mperor Claudius held: 


successors followed his example. 
and ndred years later. 
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EXECUTIVE FOCUS 


THE FORD FOUNDATION 
320 East 43rd Street 
New York, NY 10017 


| The Ford Foundation is seeking to fill the following position: 
Program Officer, Cairo, Egypt: Under the direction of the 
Representative in Cairo, the Program Officer designs, implements, 
monitors and evaluates a portfolio of initiatives and grants addressing a 
variety of governance and international cooperation issues in the 
Middle East and North African region: evaluates and recommends new 
lines of work based upon an assessment of current needs and emerging 
opportunities; develops and maintains close working relationships with 
| existing and potential grantees, and with leaders in governments, 
research institutions, and civil society. The Program Officer is also 

| expected to contribute to the office's overall strategic direction for the 
region, providing input into development of programs other than 
his/her own. Worldwide, the Program Officer will also contribute to 
advancing the fields of Governance, Civil Society and International 
Cooperation, as part of the Foundation’s Peace and Social Justice 


| Program. 


Qualifications: Relevant senior and substantive experience in the 
Middle East and North Africa, and particularly in the Mashreq region. 
Appropriate educational background, which should include an 
advanced degree in the social sciences, public policy or law. Excellent 
written and verbal communication skills. Fluency in English and 
Arabic. Strong interpersonal skills and the ability to work in a collegial 
fashion. 


























| To apply. please send a cover letter, resume and brief writing sample, 
preferably by June 26, 1998, to Ms. S. Gordon, The Ford Foundation, 

| Human Resources Box # 210 EC, 320 East 43rd Street, New York, NY 
10017, USA. The Ford Foundation is an Equal Opportunity Emplover. 







INTERNATIONAL 
MONETARY FUND 


Director, 
Executive MBA 


Monash Mt Eliza Business School has built a reputation as one of the 
leading management education institutions in the Asia Pacific region. 
The School is affiliated with Monash University, Australia's largest and 
most international university, and operates with a high degree of autonomy, 
A unique opportunity now exists for a highly motivated and experienced 
individual to take responsibility for the Executive MBA Division. 
Reporting to the Chief Executive Officer, your role will be to develop, 
market and deliver the School's Executive MBA to meet the changin 
management development needs of the individual and corporate et. 
Candidates should possess advanced tertiary qualifications (a PhD is 
preferable) and experience as a member of teaching staff in a tertiary 
academic institution (preferably in a graduate business school). 
Candidates should have managerial experience, preferably in general 
management or a relevant function discipline, and demonstrated ability 
to market an educational service. 

The appointment is based at the School's Mt Eliza campus (60km from 
the city of Melbourne), with an additional office at the Caulfield campus 
(12km from the city). Occasional interstate and overseas travel will be 
required. The School offers attractive conditions of appointment and 
competitive remuneration packages for outstanding individuals Depending 
on qualifications, the successful candidate may also be offered an academic 
appointment at the appropriate level. 


Please forward application, including curriculum vitae, or request for 
further information to: 


Jamie Anderson, Research Assistant 
Monash Mt Eliza Business School 
PO Box 2224, Caulfield Junction, 
Vic, 3161 Australia 

Telephone — (61 3) 9215 1347 
Facsimile (61 3) 9572 3692 





Applications close 
Tuesday 30 June 1998 


———————————— — 
MONASH UNIVERSITY 





he IMF is seeking Financial Sector va pek in the fields of prudential regulation and supervision, 
ci 


banking system restructuring and finan 


i Sector 


RECRUITMENT DIVISION, Room 159-100 
700 19th Street, NW 

Washington, DC 20431 

TELEFAX: (202) 623-7333 

E-MAIL: recruit imf.org 


Financia 
Experts 
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INTERNATIONAL MONETARY FUND 


al analysis. They will join Fund teams that will assess the 
condition and vulnerability of country financial sectors and help design corrective action where called for. 
Applicants must demonstrate a clear understanding of the linkages between financial sector soundness, 
macroeconomic policy and the working of the financial markets. Candidates should have a Master's Degree 
in economics or finance, a wide knowledge of the banking industry and financial intermediation, and at least 
ten years’ experience in the area of banking supervision or banking system restructuring. The successful 
candidates will be expected to play an active role in both the analytical and the field work, and contribute to 
the development of policy papers on institutional and structural aspects of financial sector issues. Applicants 
must be able to relate effectively with senior Central Bank and government officials and communicate clearly 


and cogently in English, both in discussions and in their written reports. A working knowledge of French, 
Spanish or another major language would be an advantage. 


The experts will be based in Washington, either in an IMF staff position for 2-3 years or as a consultant for a 
period up to 3 years. International travel is required, often at short notice. Qualified candidates are invited to 
send a curriculum vitae, preferably by fax or e-mail to the number or address below, and preferably by 
May 30, 1998. Please send only one copy, making explicit reference to this advertisement. 


For general information about the IMF and its recruitment practices, please refer to our website http://www.imf.org. 
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Economist in France 


Merrill Lynch has an immediate opening in its Paris office for an 
economist focused on fixed income markets and the European 
economy, The ideal candidate will have an advanced degree in 
economics or finance and experience in a markets or research 
environment. Fluency in French and English is essential, as is 
familiarity with the French economy, financial system and capital 
markets. The ability to produce top-quality written work in 
English, frequently to close deadlines, is also mandatory. 

Principal research responsibilities include analysis of flows of funds 
and of the changes in financial market structure induced by EMU, 
as well as macroeconomic developments. Familiarity with 
international financial statistics is essential. Contributing to bond 
and currency market strategies which flow from such analyses 
would be an integral part of the research process. An understanding 
of credit research would be a plus. 

Strong communication skills are essential since extensive interaction 
with non-specialists is required. Highly developed public 
presentation skills, both in formal and informal settings, is vital. 
Candidates must be highly motivated, secking a challenging 
position where they can produce work of the highest professional 
standards. The ability to work independently on a range of tasks, 
while functioning effectively in a team environment, is essential, 
If you are interested in developing your career with Merrill Lynch 
please write enclosing a full CV and relevant writing/analytics 
samples to Tracey Tucker, Merrill Lynch International, Ropemaker 
Place, 25 Ropemaker Street, London EC2Y 9LY. 


s Merrill Lynch 





HIGH COMMISSIONER 


$ UNITED NATIONS 
FOR REFUGEES 


UNITED NATIONS HIGH COMMISSIONER FOR REFUGEES (UNHCR) 


The United Nations High Commissioner for Refugees (UNHCR), with 
Headquarters in Geneva and offices throughout the world, seeks an 
experienced 


WEB SITE DEVELOPER (Public Information Officer, P-3) 


for its Public Information Section in Geneva. The incumbent will be co- 
responsible for UNHCR's English and French-language Web sites 
(www.unhcr.ch) as well as for reviewing and updating interactive multi- 
media installations at the UNHCR Visitors' Centre. Duties include: all 
aspects of Web site design and maintenance (HTML, graphics, server 
and client side scripting, ftp), statistical reporting, technical and editorial 
quality control, and advising UNHCR field offices on Web site 
development and related matters. 


Minimum requirements: University degree in a relevant field (for 
example: international relations, journalism, computer science), software 
and systems expertise; proven experience in World Wide Web site creation 
and maintenance; HTML page coding, cgi scripting and graphics; good 
drafting/editing ability both in English and French; solid communications 
and diplomatic skills. Refugee-related experience a plus. 


Fluency in English and French is required. Knowledge of other 
languages an asset. UNHCR offers competitive salaries, benefits and 
allowances. 


Applications with full curriculum vitae should be sent to: Vacancy 
Management Unit (ref. GP), UNHCR, case postale 2500, 1211 Geneva 2 
Depot, Switzerland, Fax No. (*44 22) 739-7322, or 
INTERNET:HQPE92@UNHCR.CH, before 30 June 1998. 


UNHCR encourages qualified women to apply. Because of the number 
of applicants expected, acknowledgements will only be sent to short- 
listed candidates under serious consideration. 

















FX Strategist 


Merrill Lynch has an immediate opening in its London office 
for a strategist focused on major foreign exchange markets. The 
ideal candidate would have a strong second degree in financial 
economics with a solid understanding of the analytics of foreign 
exchange derivatives. He or she should be well versed in 
macroeconomics and should be at ease in working with a variety 
of financial and economic data. Strong quantitative skills are 
essential. In addition, the candidate is likely to have a couple of 
years experience in developing foreign exchange strategies. 












Experience in the preparation of written reports in English 
dealing with macroeconomic and financial subjects is essential. 
Highly developed public presentation skills, both in formal and 
informal settings, are important, and the ability to work 
effectively in a second European language would be useful. 







Candidates must be highly motivated, seeking a challenging 
position where they can produce work of the highest 
professional standards. The candidate needs to be able to work 
independently on a range of tasks, often to tight deadlines, 
while functioning effectively in a team environment. 






If you are interested in developing your career with Merrill Lynch 
please write enclosing a full CV and relevant writing/analytics 
samples to Tracey Tucker, Merrill Lynch International, 


Ropemaker Place, 25 Ropemaker Street, London EC2Y 9LY. 
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NATURAL RESOURCES INST 


Commercial Director 
Kent £50,000 


Natural Resources International Ltd provides high quality research, 
consultancy and training services to the natural resources sector, 
operating some 200 projects for governments and multilateral aid 
donors in 60 countries. Privatised in 1996, it is owned by a 
consortium of universities and has plans to develop further its 
activities internationally. 


* Provide leadership in developing the commercial and contractual 
aspects of the business, both internally and externally. 

* Develop systems to improve financial performance and operational 
effectiveness. 

* Add value to the business and strategic planning process and 
develop a strategy for the long-term financing of the company. 

* A leader and progressive thinker with the experience and charisma 
to provide commercial guidance to a committed team of experts. 

* At least ten years' commercial experience covering business process 
change and contractual issues in an international business or 
leading consultancy. 

* First-class negotiating and influencing skills, together with an 
ability to build relationships within and beyond the organisation. 


Further information about Natural Resources International can be 
found on their Website: www.nrinternational.co.uk 

Please write in confidence, giving full details of your career and 
current earnings, quoting reference VR/2763. 












7 Curzon Street, 


Tel: 0171 499 8811 
| London W1Y 7FL. 
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IDACO 
VISIONARY INTERNATIONAL CONSULTING 
COMPANY MD 


NZ 


IDACO was established by Irish and other EU partners. It works mainly in 
transition and developing economies but also carries out assignments in the 
European Union and in the United States. We offer a broad range of 
economic, financial and strategic advisory services to governments and 
corporate clients worldwide. We have special strengths in trade, investment 
and financial matters. 


A AMerel 





If you want to succeed with a dynamic organization in the 
fast-growing financial markets for electric power, consider 
AmerenEnergy. We are the national trading and marketing 
subsidiary of Ameren Corporation, a $9 billion asset energy 
company. 


To join us in building and shaping the future of the company we now require 
an outstanding individual who will take over day to day operations, 
successfully manage the growth of our business and develop appropriate 
international corporate relationships. 

The right person will have international business experience, desirably in 
consulting, a track record of successful new business development and the 
desire to become a key player in a highly professional and competitive team. 
The team intends to achieve such outstanding future results that they will 
even outstrip their past consistently profitable management of international 
consulting assignments. The chosen appointee can expect to quickly achieve 


We seek highly motivated professionals to help build the 
premier firm in the newly deregulated power industry. 
Successful candidates will possess both excellent 


a significant ownership stake in an already well financed company. 
The post is Dublin based with considerable international travel. Fluency in 


English is essential and a competence in other internationally used languages 


such as Spanish and French will be an advantage. We are also currently 
updating our register of assignment consultants/resident managers and we 
would welcome resumes for inclusion on the register from experienced 


communication skills and the ability to work effectively 
in a fast-paced entrepreneurial environment. 


AmerenEnergy now has career opportunities in the 
following areas: 


qualified professionals. 


» Commodity Traders —Expertise in futures, financial or 
physical markets. Power marketing and/or natural 
gas experience a plus. 


» Risk Managers — Fundamental understanding of a. 
markets necessary. Proficient in quantitative methods for 
risk valuation-and control. Confidence.and interpersonal 
style capable-of effectively interacting With traders and 
senior management. Proven track record. 


> Quantitative Research Director —Innovative thinker to 
identify and develop strategies in trading and product 
structure. Excellent quantitative capabilities and cre- 
dentials. Leadership abilityto directtalented individuals. 


» Merger & Acquisition Strategist — Experienced negotiator 
and deal-maker to source alliance opportunities and 
structure winning transactions. Strategic visionary with 
ability to create affiliations that optimize the opportunities 
in the restructuring energy industry. 


In the first instance please reply to: 
Paid Mc Menamin, IDACO Ltd., 35/39 Shelbourne Rd., Dublin 4, Ireland. 
Tel. 3534146670455; Fax. 35316670070; E-mail:pmcm@idaco.ie. 





SENIOR 
RESEARCH CONSULTANT 


(South Korean Investment in Europe) 


Our client is seeking an outstanding senior professional to 
strengthen its South East Asian consultancy team. Working 
part-time, between two to four days per month, you will 
provide a comprehensive view of South Korean investment 
intentions and the current political/financial situation 
enabling the consultancy to provide in-depth strategic 
advice to major European corporate and financial clients. 


You will already be an established and successful financier 
or economist with a background in corporate finance and 
international monetary issues. You will be able to draw on a 


wide range of contacts in the public and private sectors of 
the South Korean financial community to provide expert 
advice and analysis in the form of short ad hoc reports on 
economic and/or political affairs. 


If you are interested in joining our team of experts, please 


Fee income and possible bonuses will be commensurate send your resume to: 


with the importance of this position. In addition, consultants 
will be invited to visit Europe for company conferences. 


All replies will be treated in the strictest confidence. 
Interested candidates should send a detailed curriculum 


NA 
Ameren Energy 


vitae to: 
Colin Wall Management Recruiting 
100 Jermyn Street P0. Box 1111 
London St. Louis, MO 63188 
314.613.9123 fax 
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Opportunities@AmerenEnergy.com 
Fax: +44 (0)171 839 7612 POO gy 
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Understanding 
New Electricity 
Markets 


Re-structuring electricity utilities has been a major 
worldwide trend of this decade. For organisations 
which had previously operated as regulated local 
monopolies, or within the public sector, now to be 
successful in new competitive environments is a major 


challenge for managers and policy makers. 


At London Business School, the Energy Markets 
Group has been developing model-based, strategic 
insights into these issues for over 10 years, and now 


offers two dates for its open 4-day course: 


‘MODELLING & MANAGING 
COMPETITIVE ELECTRICITY MARKETS’ 


July 7-10 and December 14-17, 1998 


The course will help managers and analysts to develop 
their own business simulation models, and refine their 
insights on the way that electricity markets are 


evolving. For further details contact: 


Esther Welch 

London Business School 
Sussex Place, Regents Park 
London NW1 4SA 

Tel: *44 (0)171 262 5050 


Fax: *44 (0)171 724 7875 
e-mail: ewelchi@ilbs.ac.uk 


London 


London Business School exists to advance leaming and research in business and management 





It's no accident that the most practical 


MBA is also the most powerful 
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Ashridge's one and two 
year MBA programmes 


are based on real-life assignments and a 





major strategic consultancy project. Small 
class sizes, faculty who are all experienced 
businesspeople, an international participant 
mix and a strong focus on personal 
development add up to a powerful 


preparation for the challenge of leadership. 


Don' leave your career development to 


chance — talk to Ashridge. 


Doris Boyle or Jane Tobin 

Telephone: +44 (0)1442 841143 
Facsimile: +44 (0)1442 841144 
e-mail: doris.boyle@ashridge.org.uk 
Internet: http://www.ashridge.org.uk 


Ashnage is a charity, no. 311096 
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Malaysia’s GDP in 1999? 


Thailand’s baht in 2002? 
The answer is below. 


Asia's economies are now in one of the most 
difficult periods in recent decades to predict and 
plan for the future. The Economist Intelligence 
Unit's network of global analysts, however, is 
geared to deal with exactly this eventuality so 
that your planning is one step ahead of your 
competition. 


Asian Crisis Kit: for 3 months only 

This is why we have developed the Asian Crisis 
Kit, consisting of our new monthly updated 5- 
year forecasts of GDP in % growth and US$ 
terms, inflation and exchange rates for 16 
countries in Asia, not available in any other 
Economist Intelligence Unit report. Also, a 
comprehensive summary of the major macro 
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Order Form 
Please enter my subscription to the Asian Crisis Kit for: 


economic and political changes in selected 
countries during the month and how they 
impact the forecast. This is delivered to you in 20 
concise pages via any method you prefer—fax, e- 
mail or courier. 


But this monthly report is available only until 
July 31st, 1998, and only to current Economist 
Intelligence Unit customers and The Economist 
readers. 


Are your planning risks in this environment 
high? The answer is below. 


Invest US$550 per issue or US$1,650 for all three 
reports. Just complete the order form below and 
fax it to Amy Ha at (852) 2802-7720. 
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C] 1 issue @US$550 [] 3 issues €? US$1,650 


I would like the Asian Crisis Kit delivered in the following way (you may choose all three options if you wish): 


[] E-mail [] Fax [] Courier 


Name: (Mr/Mrs/Ms) 
Position: 


Company Name: 


Address: 





Postcode: 

Country: 

| 2500; MBPS RESIDEO OTA (29 
E-mail: 


I would like to pay by: 
L] Cheque made payable to The Economist Group (Asia/Pacific) Ltd 
L] Telegraphic transfer sent to: 
The Hong Kong and Shanghai Banking Corporation Ltd 
1 Queen's Road Central, Hong Kong 
A/C No. 500-050125 A/C Name: The Economist Group 
(Asia/Pacific) Limited. Please enclose a copy of your telegraphic 
transfer instruction with this order. 
[] Credit card: 
[] American Express 
Account No: 
Expiry Date: 


(O MasterCard O Visa 


Signature: 


Please mail, fax or e-mail this form to: 
Amy Ha, Customer Service Manager 
The Economist Intelligence Unit A 
25/F Dah Sing Financial Centre EIU 
108 Gloucester Road ; 
Wanchai, Hong Kong 

Fax: (852) 2802 7720 

E-mail: hongkong@eiu.com 


The Economist 
Intelligence Unit 
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WHEN THE TOUGH GET GOING. 


Looking for clear directions for your international employee benefit 
plans? Swiss Life is the way to go for coordinated global programs and 
real financial savings. As the world's leading international network of life 
insurers, we're never far from where you need us. And every Swiss Life 
Network Partner is a local leader, with the expertise, flexibility and ser- 
vice capabilities to meet your most challenging insurance and benefit re- 
quirements. It's a sign of the times that more and more top multinationals 
follow the Swiss Life route. Call us in Zurich on «411/284 3797, or 


contact your local Network Partner. It can be tough out there. But with 


Swiss Life, you're never on your own. 





THE RIGHT DECISION 





Head Office: Swiss Life, General Guisan-Quai 40, 
8022 Zurich / Switzerland: Telephone 411/284 3797, 
Telefax 411/284 3997, Internet www.swisslife.com; 
Argentina: Royal & SunAlliance: Australia: 
Hannover Life Re / Swiss Life International 
Services Asia Pacific: Austria: Wiener Städtische; 
Belgium: Swiss Life; Brazil: Icatu Hartford 
Canada: Canada Life; Chile: Euroamérica: China: 
Swiss Life Beijing & Guangzhou Rep. Offices 
Colombia: Bolivar; Czech Republic: Ceská 
Kooperativa: Denmark: Danica / International 
Health Insurance / PFA Pension: Finland: 
Ilmarinen / Pohjola Life; France: Société suisse 
(Swiss Life); Germany: Schweizerische 
Rentenanstalt (Swiss Life); Greece: Aspis Pronia; 
Guatemala: Occidente; Hong Kong: CMG Asia 
Life; Hungary: Glória-Swiss Life- Indonesia: 
Lippo Life; Ireland: Irish Life; Italy: Swiss Life; 
Japan: Meiji Life / Yasuda Life; Korea: Korea Life; 
Luxembourg: Swiss Life; Malaysia: Hong Leong; 
Mexico: Comercial América; Netherlands: 
ZwitserLeven (Swiss Life); New Zealand: 
Hannover Life Re: Norway: Vital: Panama: 
Mundial; Philippines: First Guarantee Life 
Poland: PZU; Portugal: Império; Russia: 
Rosgosstrakh; Singapore: NTUC INCOMI 
Slovakia: Kooperativa; South Africa: Southern 
Life; Spain: Swiss Life; Switzerland: La Suisse 
(non-life); Taiwan: Kuo Hua Life; Thailand: 
Bangkok Life; United Kingdom: Swiss Life (UK) 
plc; USA: First Allmerica / Swiss International 
Services; Venezuela: Orinoco 
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Asia's shockwaves 


HIS week Asian politics shook the 

world—at least those parts of the outside 
world that were paying due attention. India’s 
five nuclear tests (see page 27) will result in an 
immediate escalation in tensions between 
India and its neighbours, China and Paki- 
stan, and threatens to make a mockery of the 
West’s efforts to prevent nuclear prolifera- 
tion. Meanwhile, riots in Indonesia’s capital, 
Jakarta, were less ofa surprise since that coun- 
try has long been in a state of disarray (see 
page 29). But deaths in the capital have raised 
the temperature sharply, leading to near-an- 
archy and prompting the first real threat to 
President Suharto since Indonesia’s—and the 
region’s—economic troubles began. 

In their specific characters and challenges, these events 
are separate. So our first leader will address India, the second 
Indonesia. But it is worth noting that both reflect a general 
point: that the economic crisis of the past year is shaking up 
Asia’s politics and causing concerns about the already fragile 
security balance across the whole of the region. This must 
surely be the main issue addressed by the leaders of the 
world’s seven richest powers, when they meet, with Russia, for 
their “G8” summit in Birmingham this weekend. 


India’s price 

To whoops of delight from most Indians, the government 
claims that with its nuclear blasts India has bolstered its own 
and the region’s security, learned to walk taller in the world 
and even struck a blow for its long-proclaimed goal of univer- 
sal nuclear disarmament. Look through anything but India’s 
eyes, however, and the aftershocks could be dire: this week's 
tests look likely to provoke Pakistan into a nuclear counter- 
blast, prompt some sort of reaction from China, and set a 
bomb ticking under efforts to halt the further spread of weap- 
ons of mass destruction of all kinds. 

The damage is in no way mitigated by the fact that India 
broke no treaties. It has rejected both the 1970 Nuclear Non- 
Proliferation Treaty and the 1996 Comprehensive Test-Ban 
Treaty, on the ground that neither obliges the five accepted 
nuclear powers—America, Russia, China, France and Brit- 
ain—to disarm. No one doubted that India could build the 
bomb: it showed it could with an earlier, supposedly “peace- 
ful”, nuclear blast in 1974. Ever since, successive governments 
had kept this could-but-haven't, ready-ifneeded nuclear op- 
tion as surety against a threat from nuclear-armed China to 
the north-east and (following in India’s nuclear footsteps) nu- 
clear-capable Pakistan to the north-west. Until India’s new 
government came to power two months ago, relations with 
both neighbours had been getting better. They are bound now 
to get worse. 
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The Hindu-nationalist Bharatiya Janata 
Party (BJP) that leads the new government has 
long vowed to make India a nuclear power. 
Yet the timing of this week’s tests, even before 
its own promised review of India’s strategic 
needs, comes down to a cynical political cal- 
culation. The coalition itself is made of fissile 
stuff and another election may be looming. 
Breaking India’s quarter-century-old nuclear 
taboo offered an easier way of pulling the co- 
alition together than reforming the bloated 
bureaucracy, deregulating the economy or 
tackling the other problems that keep so 
many Indians in needless poverty. 

The BjP would argue, naturally enough, 
that its party-political interests coincide precisely with In- 
dia's national interests. Yet far from deterring an arms race on 
the subcontinent, as BJP leaders claim, India has just started 
one. Pakistan's government is under huge pressure at home to 
match India, blast for blast, warhead for warhead. And who is 
then to say how many warheads are enough, especially as In- 
dia has publicly made nuclear-armed China, not nuclear-ca- 
pable Pakistan its yardstick? Meanwhile, the fact that both 
India and Pakistan will almost certainly now build warheads 
and mount them on missiles—one of the purposes of India's 
tests this week—brings a new hair-trigger instability to any 
future crisis. 

[n the shorter term, whether going nuclear serves or harms 
India's interests will depend on the punishment imposed 
from abroad. If the world's efforts to limit nuclear prolifera- 
tion are to have a chance of success, India needs to pay a 
heavy price. Although Mr Clinton has not yet cancelled his 
trip to India planned for later this year, he should. So should 
Russia's president, Boris Yeltsin. The message to India must 
not be business as usual. India's government no doubt calcu- 
lates that it can withstand what it sees as big-power bullying; 
indeed it may emerge strengthened at home. But its flagrant 
disregard of the world’s anti-testing norm has alienated 
much of the non-aligned movement, which India claims to 
lead. Contrary to the trumpeted expectations in some of the 
Indian press, this week's nuclear tests will almost certainly 
deprive India ofthe broad support it would need for its long- 
sought permanent seat on the UN Security Council. 

There should also be a high economic price to pay. Amer- 
ica has already announced swingeing penalties—affecting 
trade, technical co-operation and even help for India from 
the IMF and the World Bank. Japan, India’s most generous 
benefactor, is cutting both its aid and yen loans. European 
governments should also impose stiff penalties. India may 
hope that, as a poor country, it will be allowed to escape with 
modest harm. Yet its government has made clear, five times 
this week, that its priorities lie not in the welfare of its citizens, 
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but in building nuclear muscle, and damn the cost. That is 
India's choice. But the outside world should be no less deter- 
mined about where its interests lie. 

What is done cannot now be undone, no matter how 
tough the response. But the only—admittedly slight—chance 
of preventing Pakistan from following India's lead is to dem- 
onstrate just how much of a pariah India now is. And Paki- 
stan is not the only concern. Other countries, from Taiwan to 
Iran, that have tinkered with nuclear weapons in the past or 
else are quietly trying to acquire them now will watch closely. 
Unless India loses a lot more from its nuclear defiance than it 
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gains, efforts to curb weapons of mass destruction—chemical 
and biological, not just nuclear—may be lost. 

But other collateral damage from India's tests can still be 
avoided. Although America's Senate will be in no mood to 
ratify the test-ban treaty later this year, to refuse do so would 
be folly. Indeed, unless all five nuclear powers close ranks to 
reassert their support for this treaty and other arms-control 
measures still in the works, one or other of the big powers— 
China could be the first—may be tempted to peel off and re- 
sume testing too. Then India's spurious triumph would in- 
deed be everyone's loss. 





Indonesia's casualties 


Three successive days of riots in Jakarta have made President Suharto's 


resignation more desirable than ever 


js. toll of dead and seriously injured is mounting. So is 
the anger, and determination, of the students and ordi- 
nary Indonesians who each day take to the campuses and the 
streets to protest. This week the bloodshed arrived, menac- 
ingly for the government, in the capital, Jakarta, and pro- 
vided the political protesters with their first martyrs. Previous 
deaths had taken place in provincial cities, in more anarchic 
riots about food prices and economic woes. Now the opposi- 
tion to President Suharto is becoming more organised, is giv- 
ing rise to potential leaders, and is even drawing some sup- 
port from retired generals: plenty for MrSuharto to ponder as 
he flew home from a visit to Egypt. 

The hope must be that on that long plane journey Mr 
Suharto will have realised that by clinging to powerhe is mak- 
ing matters worse. Encouragingly, he is said to have hinted 
that he might go. For every day he stays in office the economy 
deteriorates and the populace grows more combustible. This 
is a tragedy above all for Indonesia, where violence, when it 
does erupt, can be devastatingly destructive: as many as 
500,000 people may have died in the last change of political 
power, in the 1960s, when Mr Suharto took over from Su- 
karno, the country's revolutionary hero, and went on to con- 
solidate his presidency. But it is also a tragedy for all those 
who have looked to Indonesia as a country that might show 
how Islam could coexist with general political tolerance. 

Indonesia is the world's biggest Muslim nation, but Islam 
came to its shores through commerce, not conquest, and has 
flourished largely because it has accommodated itself to local 
customs in all their diversity. The Islam professed by most 
Indonesians is a gentle and undogmatic faith that could hap- 
pily find its place beside a secular, democratic form of gov- 
ernment. Perhaps it still can, but upheavals such as the 
present one are likely to play into the hands of the ever-more 
vociferous Islamic militants and chauvinists, especially those 
who seek to blame the country's Chinese (and often Christian) 
minority for their present troubles. 


In the army's hands 

Since Mr Suharto has so far shown himself deaf to appeals to 
make way for a new president, eyes are inevitably turning to 
the army. The armed forces occupy a special place in Indone- 
sia. Under the constitution, they have a *dual function", 
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which means they must protect the state against not just exter- 
nal threats but also internal ones. Arguably, the main internal 
threat now comes from the president's refusal to countenance 
political reform. The armed forces may not see it quite like 
that. They have profited over the years from the prevailing 
system, some oftheir number exploiting to the full the oppor- 
tunities for corruption that their presence at every level of the 
country's administration has given them. But the president 
has never been afraid of cutting his military commanders 
down to size, and all are now in some way beholden to him. 

The army is not a single, cohesive entity. It includes secu- 
lar nationalists, Islamists and Suharto stalwarts. It knows that 
stepping out of line can be dangerous: when, in 1988, the 
commander-in-chief, General Benny Murdani, criticised the 
presidential family’s business practices, he was kicked up- 
stairs. No wonder, perhaps, that in the past, despite grumbles, 
the army has generally been more than ready to do the presi- 
dent’s bidding, especially in places like East Timor, the for- 
mer Portuguese colony annexed by Indonesia in 1975. 

But will it go on doing so for ever? If the soldiers believe 
Mr Suharto's days are now numbered, they may want to ask 
whether they should fruitlessly try to perpetuate his reign. Do- 
ing so will almost certainly involve the killing of hundreds, if 
not thousands, of their countrymen. That would be bad 
enough in itself, but it would also make the armed forces un- 
popular for years to come and threaten their peculiar and 
privileged role in Indonesian society. By contrast, were the 
senior military men to tell the president that it was now time 
for him to make way for a reformer, they could earn the eter- 
nal thanks of civilians and soldiers alike. 

In so far as it can, the outside world should encourage this. 
America has sensibly been keeping its distance from Mr 
Suharto, cajoling him but not offering anything that could be 
mistaken for an endorsement. Where recently it cancelled 
joint military exercises with the Indonesians, Australia more 
foolishly is going ahead with its own. The trickiest issue con- 
cerns loans from the IMF in support of economic reforms. At 
what point should those be withdrawn? Once Mr Suharto 
shows that he is willing to disregard or bloodily repress the 
gathering political protests, and by doing so makes Indonesia 
ungovernable. That point looks like coming soon. 
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Israel as wrecker 


It is time for America to say plainly that Israel is slowly killing 


the peace process 


HEN is an ultimatum not an ultimatum? Last week 

Madeleine Albright, America’s secretary of state, told 
Israel’s prime minister flatly that, if his government did not 
agree to America’s formula in time for a summit with Bill 
Clinton on May 11th, the United States would have to re-ex- 
amine its approach to the peace process. Binyamin Netanya- 
hu, to acclaim at home, told the Americans to forget it. So 
what happens? The threat fizzles, the deadline is postponed 
for a week, or two, or three, and talks between Mr Netanyahu 
and Mrs Albright limp on in Washington at his convenience 
and her inconvenience. This is no way to promote American 
foreign policy, let alone a lasting Middle East peace. 

The kind interpretation of America’s feebleness is that the 
administration is prepared to rise above a nasty little snub to 
keep the hope of a negotiated Israeli-Palestinian peace alive. 
A peaceful Middle East is, after all, in everybody’s interest, 
including America’s. There is a chance that a few more rounds 
of haggling may produce a compromise—one even less fa- 
vourable to the Palestinians than the original deal—which the 
Israelis, proclaiming their own generosity, can be prevailed 
upon to accept. The Palestinians, who have no one to look to 
but the Americans, will have to go along with it too. The col- 
lapse of the peace process will have been postponed. 

But postponed only: the collapse will come unless Amer- 
ica can steel itself to call a betrayal a betrayal. Israel’s Likud 
government is committed to the agreements signed by its La- 
bour predecessor, and it is betraying them. The agreements 
were based on the exchange of occupied land for a peace; Mr 
Netanyahu's government believes it can get peace without 
giving up much land. In order to wriggle out of its commit- 
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ments, it claims that it is the Palestinians who are in default 
by not carrying out their pledges on security, by not summon- 
ing the Palestinian parliament to affirm that the clauses call- 
ing for Israel's destruction are gone from the covenant, and by 
not extraditing wanted men to Israel. 

But, by now, these complaints are more like pretexts to 
maintain a stalemate than genuine demands for change. A 
judgment on "security" is in the beholder's eye: the Israelis, 
under long-asting threat from suicide-bombers, may never 
feel that the Palestinians are doing enough. But the Ameri- 
cans have accepted that Yasser Arafat, the Palestinians’ leader, 
is acting in good faith. The next step should be to make it far 
plainerthan it isat present that the responsibility for the mor- 
ibund state of the peace process lies with Israel alone. 

Apportioning blame is crucial because a negotiated peace 
will never be reached until the Israelis bring themselves to 
rethink current policy and return to the basis of the Oslo ac- 
cords: land for peace. The Palestinians can be browbeaten, 
the Arabs can be diverted by other concerns, but a true Mid- 
dle Eastern peace will not come about until the land-for- 
peace principle is affirmed. Perhaps half of all Israelis, in their 
deeply divided nation, know this to be true. They should be 
encouraged, as much by Israel's friends as by the Palestinians, 
to insist that their leaders accept it too. 

Mr Netanyahu has no scruples in speaking over the ad- 
ministration's head to America's pro-Israel lobby: he will be 
doing just that this weekend. President Clinton should feel at 
least as free to speak plainly over the Israeli government's 
head to those Israelis who might well welcome an American 
voice that was less wobbly, and less fearful of causing offence. 





Telecoms in turmoil 


America's landmark telecommunications law of 1996 isn't working. Does 


this matter? 


A ED WHITACRE announced sBcC's planned $62 billion 
takeover this week of a neighbouring Baby Bell, 
Ameritech, it wasn’t just the deal’s size—the second biggest in 
history—that got it talked about. At the same time as buying a 
company and forging a telecoms powerhouse with nearly 
60m local-access lines under its control, Mr Whitacre is charg- 
ing head-down at the political and regulatory consensus that 
governs the American telecoms industry. 

SBC's bid not only challenges the vision that underlies the 
1996 Federal Telecommunications Act, it also goes some way 
to undoing the AT&T settlement 14 years earlier, when the 
seven regional Bell companies were spun off from their par- 
ent. This may seem an exaggeration in view of the nodding 
through of two previous Bell mergers. But the Bell universe is 
now reducing so rapidly that this could be the last chance to 
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preserve it—if that is what regulators want. In effect, Mr 
Whitacre is asking: “How many big telephone companies is 
enough and how big will you let me be?” It is a good question 
and it deserves an answer, even if it means re-examining the 
principles that underpin the 1996 act. 


Liberalisation meets the law courts 


The telecoms act was intended to be a road map for the digital 
economy, stimulating competition and innovation, giving 
Americans cheaper, better and more varied communications 
than anyone else on earth. Central to its vision was the idea 
that incumbents, monopolistic local telephone companies 
and cable operators, would stifle the digital revolution unless 
they were exposed to competition. So a typically American 
deal was done. Incumbents would be allowed to compete in 
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simple principle has proved dreadfully complicated in prac- 
tice. The rules that say whether a Baby Bell can enter the long- 
distance market cover 600 pages and offer infinite scope for 
legal challenge. Far from a thousand digital flowers bloom- 
ing, the main consequence of liberalisation has been a frenzy 
of consolidation. 

Frustrated by regulatory hurdles, incumbents have used 
the 1996 act to get bigger in their own markets rather than go 
to the trouble of invading new ones. Meanwhile, America's 
uniquely legalistic culture has inflicted delay and damage on 
theact's aims. Indeed, sBc’s victory last year, when the St Louis 
appeals court ruled that the rcc had no right to impose its 
guidelines nationally, has put much ofthe act on ice until the 
Supreme Court examines the issue in 1999. 

Some rcc officials now openly question whether the at- 
tempt to “choreograph” competition could ever have been 
successful given that markets and technology are so unpre- 
dictable. They have a point. Instead of trying to micro-man- 
age the competitive environment, it may make more sense to 
stand back. Incumbents, especially those starting with local 
monopolies, would initially benefit. But the technology and 
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capital that are available to insurgents with entrepreneurial 
managements and new business models will reduce the ad- 
vantages of incumbency far more quickly than most people 
imagine. Wireless is likely to erode existing local telephone 
monopolies at least as effectively as complex interconnection 
rules of the kind to which the rcc is wedded, albeit not quite 
yet. Cable operators, having invested heavily in high-capacity 
fibre to carry digital services, will not be long in offering voice, 
while telecoms companies will soon offer video over high- 
speed modems that connect to existing networks. Technology 
itself is smashing the barriers to competition. 

Seen this way, Mr Whitacre's implicit question—how big 
should ssc be allowed to get?—loses some of its force. Even a 
monster will feel the heat of competition. In future, size may 
even be a disadvantage as nimble rivals offer new services in 
its markets. This will be little comfort to the big long-distance 
carriers if SBC gets its way without making concessions. But 
that is unlikely. Paradoxically, Mr Whitacre may be about to 
breathe some fresh life into the telecoms act he detests. The 
FCC seems determined to block his deal unless sBc takes spe- 
cific market-opening steps. Until a clearer vision ofthe digital 
future comes along, that may have to do. 





Soccer and stockmarkets 


Floating football clubs is often a good idea 


HE days when Europeans sought to emulate English foot- 

ball are long gone. But the British fashion for floating 
clubs on the stockmarket is catching on across the Channel. 
Where Manchester United led, Rome's Lazio and Amster- 
dam's Ajax have this month followed. Other big clubs are 
close behind: Germany's Bayern Munich, Spain's Atletico 
Madrid and even Italy's mighty Juventus are soon to float. 

It looks like a match made in heaven. Investors get a share 
of the fat returns from ticket sales, television deals and mer- 
chandising creamed from diehard fans. Clubs get bundles of 
cash to build shiny new stadiums and a trophy-gathering 
team ofstars. But many critics are unconvinced. They fret that 
fans will suffer. And, they argue, the benefits for clubs and 
investors are often as elusive as winning the European Cup. 

Investors in British soccer stocks have had a bad run re- 
cently. While the stockmarket has soared over the past year, 
football shares have languished. Some say shareholders may 
never earn a decent return: few clubs are profitable, even 
fewer regularly win silverware, and Tv revenues may disap- 
point. Many club directors also have doubts. They welcome 
the stockmarket's money, but they resent it when investors 
question extravagant expansion plans and demand more 
openness and accountability. Fans have the biggest gripes. 
The old links between clubs and local communities are 
breaking down. Clubs fleece them with ever higher prices. 
And worst of all, they moan, listed clubs refuse to break the 
bank to get that crucial cup-winning edge. 

Orso they say. Most ofthose complaints, however strongly 
felt, are wide of the mark. If most football stocks have per- 
formed badly since flotation, that shows they were initially 
wrongly valued—as new types of security often are—not that 
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listing is a bad idea. That many clubs may be bad businesses 
is also beside the point. Their share price will reflect that; 
owners who fear the market will undervalue their club can 
opt not to float. And club directors must learn that flotation 
comes at a price; they should weigh the costs and benefits of 
listing more carefully. 

As for fans, few unlisted clubs have boundless cash to 
throw at the lost causes they hark after. (That is no bad thing; 
clubs that do have lots of money often end up with hardly 
any, because, financially speaking, losers greatly outnumber 
winners in sport.) Listed clubs have more money—and they 
are likely to spend it more wisely. Investors who aren't sup- 
porters still want success on the pitch: their profits depend on 
it. And most know enough to realise that clubs, like compa- 
nies, have to invest for long-term success. 


Buy a share, sack a chairman 


True, clubs are growing apart from communities. Yes, fans are 
often gouged. But floating is not to blame. The same is hap- 
pening at many unlisted clubs owned by local moguls. 
Rather, floating may bring a solution closer. Buying shares 
gives fans a real stake in their club, instead of woolly words 
about community. Ajax has even reserved most of its shares 
for its supporters. Listing can give fans more say in how clubs 
are run. Listed clubs find it harder to brazen out a public fu- 
rore—witness the recent sex-and-gouging scandal at Newcas- 
tle United—that hits the share price. And by clubbing to- 
gether, fans could even get a seat on the board. Then they 
wouldn't need to shout from the stands that yet another awful 
chairman has let them down. They could sack him. 
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Jana Lérinéikova, project manager SNAZIR DEIN 
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World leaders are about to celebrate the multilateral trading system's golden 


jubilee in Geneva. The 
about. But their job is far from done 


N 1948 a club of 23 countries cut tariffs 

on each other's exports under the Gen- 
eral Agreement on Tariffs and Trade, the 
first multilateral accord to lower border 
barriers since Napoleonic times. The Econ- 
omist, we must confess, reacted somewhat 
equivocally. To assess the exact conse- 
quences of an agreement involving 106 sets 
of bilateral negotiations and two volumes 
of liberalisation schedules weighing eight 
pounds was, we concluded, "an impossi- 
ble task". We feared that the GATT’s com- 
plexity and its members' "caution and ti- 
midity" would hobble the intended growth 
of trade. 

Our scepticism proved ill-founded. The 
GATT set in train a series of ever-thicker 
agreements that removed many of the 
shackles restricting trade. Today, average 
tariffs are a mere tenth of what they were 
when the GATT came into force. Ministers 
attending the World Trade Organisation's 
soth-birthday jamboree in Geneva during 
May 18th-20th can therefore be forgiven a 
little mutual back-patting. But the mood of 
celebration ought not to obscure the fact 
that, 50 years on, the GATT's work is unfin- 
ished. A great deal of trade reform is still 
required, and by now is long overdue. 
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past half-century has given free traders much to smile 


Since the GATT was implemented in 
1948 there have been eight “rounds” of 
global trade talks, each involving more 
countries, and taking liberalisation further, 
than the last. The most recent of these, the 
Uruguay round completed in 1993, was 
also the most ambitious. Negotiators suc- 
ceeded in crafting rules to govern trade in 
services and to protect intellectual property 
such as patents and computer software, 
matters which had previously been outside 
the GATT's purview. 

The round's other success was the cre- 
ation of the wro. Unlike the loosely orga- 
nised GATT, the WTO was set up as a perma- 
nent organisation with far greater powers 
to arbitrate trade disputes. Under the GATT, 
any member—even one found to have vio- 
lated the rules—could block a ruling that it 
had erected unfair trade barriers. In con- 
trast, the findings of the wro’s dispute pan- 
els are not hostage to veto. Countries found 
to be in the wrong must change their ways 
or offer compensation; those that do nei- 
ther face sanctions. 

The prospect of swifter justice seems to 
have convinced governments to bring their 
trade disputes to the wro instead of engag- 
ing in tit-for-tat retaliation. In just three 


years the wro has dealt with 132 com- 
plaints; over its 47-year existence, the GATT 
heard only 300. The mechanism has not 
merely been used by big countries to tram- 
ple small fry, as some feared: when Costa 
Rica asked the wro to rule against Ameri- 
can barriers to its exports of men’s under- 
wear, it won the case and forced America to 
change its import rules. 

The wro has been so successful that 
more than 30 countries, including China 
and Russia, are now queueing up to join. 
The membership has already grown to 132 
countries. And the organisation has contin- 
ued to oversee impressive growth in world 
trade (see chart on next page). Last year the 
volume of merchandise trade grew by 9.5%, 
over three times faster than global output. 
The East Asian crisis will slow things down 
this year, though growth in trade is still ex- 
pected to outpace growth in production. 

Fears that the Uruguay round would be 
followed by a prolonged lull in trade lib- 
eralisation have proved misplaced. Last 
year several strands that had been left dan- 
gling were tied, notably “sectoral” agree- 
ments to lower trade barriers in telecom- 
munications, financial services and 
information technology. These deals were 
important for three reasons. They greatly 
increased the amount of trade covered by 
the wro’s rules and dispute-settlement pro- 
cedures. They may lead to larger gains in 
trade volumes than the entire Uruguay- 
round treaty. And they finished most of the 
round’s left-over business, clearing the way 
for a new round of global talks to deal with 
obstacles that still inhibit trade. 


Now look forward 


With so much achieved, trade ministers 
might seem entitled to feel smug. They 
aren't. Protectionism, though waning, is 
still commonplace. In textiles and agricul- 
ture, tariffs remain high and progress in 
eliminating import quotas has been slow. 
Little advance has been made in lowering 
trade barriers in areas such as shipping and 
access for foreign workers. 

The trouble is, many countries still 
think of opening their markets to more im- 
ports as a concession to be made reluc- 
tantly, not (as economists see it) as some- 
thing that is good for them in its own right. 
Even America and the European Union, 
which have led the push for open markets, 
still shelter parts of their economies for fear 
of hurting workers in coddled industries. 

Globalisation has aroused worries in 
many rich countries that free trade with 
much poorer countries threatens jobs and 
prosperity. This was plain in last year’s de- 


19 


(^ d 


eei 


^ Me 


WORLD TRADE 


bate in the United States over expanding 
the North American Free Trade Agreement, 
Or NAFTA. The existing NAFTA, a 1994 pact 
covering Canada, the United States and 
Mexico, was viewed by many Americans as 
their loss and Mexico's gain. The idea that 
trade is desirable only if it happens among 
countries with similar wages dies hard. In a 
new poll by the University of Maryland, 
only 43% of Americans supported freer 
trade with “low-wage countries" which 
lowered their tariffs, compared with the 
66% who supported freer trade in general. 
This has dented the political commit- 
ment to free trade. Until recently, politi- 
cians in America set a global trade-liberalis- 
ing agenda despite a doubting public. 
Nervous of stoking anti-globalisation senti- 
ment, however, President Clinton made 
only a half-hearted effort to get congres- 
sional backing for “fast-track” authority to 
negotiate trade treaties. When the attempt 
collapsed, trade unions, environmentalists 
and many congressmen cheered. The same 
coalition has helped bring talks on a global 
foreign-investment accord to a halt. 


Work in progress 


Against this background, the wro faces sev- 
eral daunting challenges. The first is to con- 
tinue bringing down tariffs on traded 
goods. Average penalties have fallen 
steadily since the GATT's formation but 
even the most open economies retain lofty 
barriers: for instance, America still charges 
a tariff of 14.6% on imports of clothing, five 
times higher than its average levy. 
Resistance to tariff cuts is strongest in 
agriculture. According to Tim Josling, a 
trade expert at Stanford University, tariffs 
and other barriers on farm goods average a 
crippling 40% worldwide and create dis- 
tortions that "destroy huge amounts of 
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value". A new set of global farm talks is 
planned to start in 1999. At the least, you 
might think, these could lock in impressive 
reforms in Latin America and encourage 
further watering-down of the European 
Union's Common Agricultural Policy. But 
they will prove difficult: squabbles over ag- 
riculture almost sank the Uruguay round. 
The next challenge will be to assist trade 
in services, which is growing more quickly 
than trade in goods. A fresh round of ser- 
vices talks is due to start in 2000. The aim 
will be to strengthen last year's agreements 
on telecoms, financial services and rr, as 
well as completing an accord on accoun- 
tancy services which is currently being ne- 
gotiated. Rich countries want firm rules on 
government procurement, to replace the 
vague existing code. Some countries, but 
not America, are also keen to tackle other 
subjects that eluded agreement in earlier 
talks, such as shipping. These will prove 
thorny, too, as any global talks will have to 
cope with a spaghetti bowl of bilateral 


30th at the Palais des Nations in Geneva. - 


We Git commana Aba ac nar dne C 


eegereq- qi o had Pn rh ieboc ieot 


Meth ades ite stet hd en 


1949 eet en A t te ERE ee V 


atm ome erben 


MILI Al 


t— oem ms 


1d welcome four 


ee eee o rw rd m 


^o — — 9: 


1964-67 The Kennedy round. Many industrial tariffs halved. Signed by 50 countries. Code on dumping 


ere roto AON Et ehem hn 8845+ Hn tbt rmt m m eb rtt 


. , agreed to separately. 
(19729 The Tokyo round, invoking 9 counties Fist serous discussion of no arif vade bariers, such 


as subsidies and 


. Average tariff on manufactured goods in the nine 


158635 The rye Faro hil i rid, rag and cons ux 


= À Um ATTN ESOP RRO et mm wee 


1998  Reday the WIO has 132 132 ina EET UR aie: ace NDS UR" 











. 
* 
* 
" 
* 
* 
* 
* 


< " 
y -4 — | = * - 7 
4 * - * A. = 





font 





E 
$ 


LIS > ‘= 
p- P = . 


agreements dating back decades. 

The wro must also decide how closely 
to become involved in more esoteric issues, 
such as antitrust rules, foreign-investment 
restrictions, workers' rights and environ- 
mental protection. These matters are con- 
ceptually complex and particularly conten- 
tious because they intrude on what many 
governments consider to be domestic pol- 
icy. The wro must strike a balance between 
attacking domestic policies that seriously 
distort trade and avoiding infringements 
of national sovereignty. 

Antitrust and trade overlap in all sorts 
of ways: when, say, a country's regulations 
prevent foreign companies from building 
factories or distributing their products 
through the same channels as local firms; 
or when governments turn a blind eye to 
international cartels in, say, oil or alumi- 
nium. So should the wro be charged with 
drafting new rules that address this over- 
lap? It is well placed for the task, having ad- 
dressed complex  competition-related 
problems in its telecoms-trade accord. If 
nothing else, it might hope to force the 60 
or so wrO members that have no compe- 
tition law to draft one. Alas, the biggest 
members cannot agree on whether the wro 
should try to produce global competition 
rules. Europe is for, America against. 

The members also disagree on whether 
the wro should deal with the links be- 
tween trade and investment. The wro has 
done little work on the subject and has few 
investment rules. Its richest members de- 
cided to forge an investment agreement of 
their own at the Organisation for Eco- 
nomic Co-operation and Development 
(OECD) in Paris. But their Multilateral 
Agreement on Investment has fallen victim 
to squabbles over whether "strategic" in- 
dustries such as broadcasting should be in- 
cluded (America is keen, France bitterly op- 
posed), and over criticism from excluded 
developing countries and from environ- 
mental groups, which complain that the 
agreement is biased towards multination- 
als. The MAI is worth salvaging, but within 
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There have been dark clouds of economic uncertainty 
hovering over Malaysia. We Malaysians expect 
the picture to clear. In due time. With an optimism 
that is borne out of four decades of incredible 
economic growth the world has been witness to. 


With the perseverance to make changes and sacrifices. 
With the wisdom of solid economic fundamentals 

to see us through. With the determination to do 
everything for the economy to bounce back. 


And bounce back we will. How can we 
be so bullish about it? Because we've 
overcome other adversities before. 
And we'll do it again. 


MALAYSIA 






Bullish on Bouncing Back 


Golden Hope 
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the wTO, not at the OECD. 

The trickiest and most emotive new is- 
sues, however, concern labour standards 
and the environment. These, unlike invest- 
ment rules and competition policy, are of 
intense interest to a public worried about 
dolphins, rain forests, and maltreated 
workers. The wrO cannot afford to ignore 
them. But developing workable interna- 
tional rules that do not end up as tools for 
restricting trade will be difficult. 

A first step in dealing with workers' 
rights, offering support for a set of "core 
standards", including pronouncements on 
child labour, was taken at the wrO's first 
summit, in 1996. The standards, pushed by 
rich countries, were not made binding, in 
part because some developing nations sus- 
pected that the real motive was to reduce 
their wage-cost advantage—and to give rich 
countries an excuse to discriminate 
against poor-country  exports— 
rather than to protect workers. They 
have a point: if poorer countries 
were forced to bring labour laws up 
to rich-country standards overnight, 
their exports would fall and their 
economies would be badly hurt. The 
WTO seems happy to let the Interna- 
tional Labour Organisation lead the 
debate until there is a broader con- 
sensus about what sort of rules, if 
any, might be appropriate. 


Going green 

The relationship between trade and 
the environment is the thorniest of 
all. The difficulty facing rule-makers 
is this: the benefits of trade depend 
on the assumption that relative 
prices in different countries reflect 
differences in factors of production, 
productivity and so on. However, if 
one firm is polluting freely while another 
bears the cost of cleaning up its pollution, 
then relative costs will fail to reflect these 
differences, and trade that looks desirable 
may not be. 

So far, the wro has shied away from 
this. Its working group on trade and the 
environment has, the organisation itself 
admits, made little headway. Symptomatic 
of the confusion was its muddled reaction 
to a European ban on hormone-treated 
beef, contested by the United States. The 
wTo ruled last year in the Americans’ fa- 
vour, but let Brussels keep the ban while its 
scientists looked again for evidence to sup- 
port it. Another example is the wrTO's recent 
ruling against an American law blocking 
imports of shrimps from countries that do 
not use special nets to protect endangered 
turtles. The verdict was based on a narrow 
legal interpretation of trade rules with little 
regard for legitimate green concerns. 

These new issues are likely to get even 
thornier as the wro admits new members. 
By far the biggest wannabe is China. With- 
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out China, the world's second-largest econ- 
omy and its tenth-largest exporter, the wTO 
cannot claim truly global status. The orga- 
nisation had originally hoped to admit the 
Chinese at next week's summit, but this 
now looks unlikely before late 1999. Chi- 
nese officials hoping for quick entry point 
to concessions on their part: the closure of 
54 factories producing pirated goods since 
1996 and a promise to eradicate export sub- 
sidies and import quotas over several years, 
for instance. Rich countries reply that 
China has to lower border tariffs, free up 
trade in services and reform non-tariff 
measures such as licensing requirements 
before it can expect a seat. 

Along with these challenges come two 
potential threats. The first is the rise of re- 
gional trade agreements. These have prolif- 
erated in recent years: in 1990 there were 





fewer than 25; today there are more than 
90, including the European Union, NAFTA 
in North America, ASEAN in Asia and 
Mercosur in Latin America. Only last 
month, 34 countries from North and South 
America launched an initiative to free 
trade among them by 2005. Not to be out- 
done, the Eu wants to form a bilateral eco- 
nomic partnership with America—though 
France may block the idea. 

There is fierce disagreement about 
whether regional trade groupings are good 
or bad. Most are too new to analyse with 
much confidence. All of the groupings to 
date have tended to increase the flow of 
trade rather than to restrict it, which sug- 
gests at first sight that they are economi- 
cally beneficial. None has yet adopted rules 
that are openly at odds with the wro's. 

There are, however, clear dangers. One 
is that regional agreements can divert 
trade, leading a country to import from a 
member of its trading block rather than 
from a cheaper supplier outside its region. 
Another is that regional groups might raise 
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barriers against each other, creating protec- 
tionist blocks. (Recently, Mercosur raised 
its common external tariffs to avert an ex- 
pected flood of imports from crisis-ridden 
Asia.) Also, regional trade rules may com- 
plicate the creation of new global rules. 

The other threat to trade is a vacuum in 
political leadership. Sir Leon Brittan, the 
EU's trade commissioner, sings from a free- 
trade hymn sheet, but his constituency 
hardly leads by example. The Eu's barriers 
against would-be members in Eastern Eu- 
rope may be falling, but remain dauntingly 
high. Some EU countries, such as France 
and Italy, still preach protectionism in 
farming and car making. 

Though less protectionist than the Eu- 
ropean Union, America is losing its way. 
Until recently wedded to multilateralism, 
under Bill Clinton it has focused on re- 
gional initiatives, such as NAFTA and 
the Free Trade Area of the Americas. 
This, and the failure to secure fast- 
track, have raised concern that the 
government might soon buckle un- 
der pressure for protectionism from 
right-wing politicians, greens and 
unions. America’s trade deficit is ex- 
pected to widen as Asian exporters 
benefit from the recent currency de- 
valuations. As it grows, so will pro- 
tectionist pressure. Were America to 
halt trade liberalisation or raise im- 
port barriers, others would follow. 


Keep pedalling 
How to prevent this? The best way 
would undoubtedly be to launch an- 
other round of global negotiations. A 
new round could balance the drift 
towards discriminatory regional tie- 
ups and reduce the risk that regional- 
ism will become a source of conflict. 
With a broad agenda, the new round could 
enable governments to strike cross-sectoral 
bargains when negotiating sensitive issues 
such as farm trade: the Uruguay round 
would have achieved far less without links 
between assorted reforms in agriculture, 
textiles and services across many countries. 
Sir Leon has already called for such an 
initiative. Before it stands a chance of suc- 
ceeding, however, governments will have 
to sort out their thinking on the new issues 
of trade—labour rights, the environment 
and competition policy. Talks that fail to 
address them are likely to face stiff political 
opposition on both sides of the Atlantic. 
Reaching consensus on these new issues 
among more than 100 countries will be no 
mean feat But neither was the Uruguay 
round. It lasted eight years and was written 
off several times before reaching a success- 
ful conclusion. Another big push on trade 
would do the world economy a power of 
good, and the millennium round is such a 
fine name it would be a shame to waste it. 
—€——————— m—'namÀn—T eS 
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Nukes, rebukes 


India carried out five nuclear 
tests, its first since 1974, rais- 
ing fears of a nuclear-arms 
race in South Asia. Pakistan, 
which has fought three wars 
with India, said the tests were 
pushing it to the limit. The 
United States immediately 
cut off most economic and 
military aid to India. 





Amid growing demands at 
home for his resignation, 
President Suharto cut short 
a Visit to Egypt after police in 
Indonesia had shot dead at 
least 12 protestors. Rioting 
continued in Jakarta and 
across the country. 


An early Australian election 
seems likely after the govern- 
ment's buoyant budget. 


Australian dockers returned 
to work after a court ruled 
that the dismissal of 1,400 
“wharfies” by Patrick Steve- 
dores, Australia’s second-larg- 
est port operator, was illegal. 


Joseph Estrada appears 
likely to be the Philippines’ 
next president; the official 
election result is not expected 
for weeks. 


Out and about 


Although deliberately missing 
the deadline that America 
first declared, then extended, 
Binyamin Netanyahu went 
to Washington to continue 
haggling with Madeleine 
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Albright over a partial with- 
drawal from the West Bank 
and to talk to congressional 
and Jewish leaders. 


Angry Palestinians marked 
the Nakba or catastrophe of 
Israel's establishment with 
demonstrations in the West 
Bank and Gaza. At least eight 
were killed and many injured 

_ by Israeli police guarding 

| Jewish settlements. 


he was released from an Is- 
raeli prison last October, 
Sheikh Ahmed Yassin, the 
spiritual leader of the Islamic 
movement, Hamas, received 
red-carpet treatment from the 
Gulf states, including Saudi 
Arabia and Kuwait. 


In his first foreign tour since 

| 

At least 14 people died in So- 

mali faction fighting in the 

port of Kismayu. 

Rwandan ministers boy- 

| cotted a state dinner they 
were giving for Kofi Annan, 
the UN's secretary-general, be- 
cause, they said, he had failed 
to apologise enough for his 

| part in the uN's failure to 

stop the genocide in 1994. 

| 


A seventh counsel 


K udi 

^3 [- ae . 

| net Reno, asked for an inde- 
pendent counsel to investi- 
gate claims that the labour 
secretary, Alexis Herman 
(above), took part in a kick- 
back scheme and illegal cam- 
paign contributions when she 
was an aide to Bill Clinton. It 
is the seventh time the attor- 








America’s attorney-general, Ja- 





a million legal immigrants 


| withdrawn as part of the 





ney-general has requested an 
independent counsel to in- 
vestigate the Clinton 
administration. 


The Senate voted to restore 
food stamps to a quarter of 


and refugees. These had been 


1996 overhaul of America's 
welfare laws. 


Smoke from forest fires rag- 
ing in Mexico spread into 


| Texas and beyond. Smoke 
| from their own fires spread 


in several Central American 
countries. 


Paraguay's presidential elec- 
tion was won by the ruling 





Colorado Party's Raul Cubas, 


front-man for the imprisoned | 


General Lino Oviedo. 


| In Colombia, a former de- 


| leading human-rights activist, 


fence minister, General Fer- 
nando Landazabal, was mur- 
dered in Bogota; in reprisal 
for the recent murder of a 





| said one theory. 





Three Brazilian left-wing 
parties agreed to back Luis 
Inacio Lula da Silva in Octo- 
ber's presidential election. 
Current polls put him far be- 
hind President Fernando 
Henrique Cardoso. But he 
may at least force Mr Cardoso 
into a second round. 


Up in arms 








Né 


A row continued in Britain 
over arms shipments last 
year to Ahmed Tejan Kabbah, 
Sierra Leone's deposed presi- 
dent (now back in power), by 
a British-registered company, 
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Sandline International, in 
contravention of a UN arms 
embargo. Robin Cook, Brit- 
ain's foreign secretary, denied 
that he or his officials had ap- 
proved the gun-running deal. 


Yugoslavia's president, Slobo- 
dan Milosevic, agreed to talk 

to Ibrahim Rugova, leader of 
the province of Kosovo's eth- 
nic-Albanian majority, which 
wants independence. 





~ 


The death toll in southern It- | 
aly's mudslides reached at 
least 285. 


The ruling Socialist Party won 
the biggest share of votesin | 
the first round of a general 
election in Hungary. A con- 
servative party, Fidesz, came a 
close second. It is not clear 


_ which group of parties may 


emerge as the government af- 
ter the second round due on 
May 24th. 


Akin Birdal, one of Turkey’s 


| best known human-rights 


campaigners, who has criti- 
cised the government for mis- 
treating Kurds, was shot and 
badly wounded by unknown 
assailants. 


| 
Germany's six leading eco- 
nomic institutes said the 
economy would grow by 2.6% 
this year and by 2.7% in 1999. 
But unemployment may stay | 
at around 4.4m this year and 
dip only slightly in 1999. 


_ A Corsican separatist group 


ended a three-month 
ceasefire by setting off a 
bomb outside a public build- 
ing in the south of France. 
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Turmoil 


MSCI Asian 
share index* 
May 1st 1998-100 


Asia's double whammy 
sent stockmarkets in the re- 
gion into a spin. The resump- 
tion of nuclear testing in In- 
dia and the escalation of 
violence in Indonesia 
brought the sharpest drops in 
Jakarta and Singapore. 


Federal and state regulators 
in the United States were 
poised to launch what may 
be the biggest antitrust case 
ever seen: against Microsoft. 
The software colossus stands 
accused of using its market 
power unfairly. The move 
comes just as the company 
prepares to ship its new Win- 
dows 98 operating system. 


The House of Representatives 
narrowly approved a pro- 
posal to dismantle the Glass- 
Steagall Act which regulates 
America's banks. The Senate 
or the White House might 
still block the reform. 


Generale de Banque, Bel- 
gium's biggest bank, agreed to 
a takeover by Fortis, a Bel- 
gian-Dutch group. The move 
will create the tenth-largest 
banking and insurance group 
in Europe, with assets of 
nearly $330 billion. Days ear- 
lier, most of Generale's 28 di- 
rectors had rejected the idea 
of a marriage. 


Another cross-border merger, 
between Paris-based AGF and 
Germany's Allianz, received 
approval from the European 
Commission. The $10 billion 
deal will create Europe's big- 
gest insurer. 
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As Japan’s Big Bang takes 
hold, two of the country’s 
largest financial-services com- 
panies, Nomura Securities 
and Industrial Bank of Ja- 
pan, said they would form 
two joint ventures, in deriva- 
tives and asset-management 
services, and hinted at a 
grander alliance. Shares in 
both jumped. 


Further confirmation of inter- 
national investment banks’ 
interest in Brazil: Credit 
Suisse First Boston said it 
was close to a deal worth 
around $1 billion with 
Banco Garantia, Brazil’s big- 
gest investment bank. 


The Polish government plans 
to sell most of its remaining 
49.6% stake in a large com- 
mercial bank, Bank 
Przemyslowo-Handlowy, 
which was partially 
privatised in 1994. 


Yet more mergers 


Two of America’s biggest lo- — 
cal-telephone companies are 
to merge, which will reduce 
the number of Baby Bells, 
originally seven, to four. Ac- 
quisitive SS&C Communica- 
tions is paying $62 billion for 
Chicago-based Ameritech in 
what will be the second-big- 
gest takeover ever in a recent 
spate of whopping mergers. 


That was by far the biggest of 
the mergers announced, but 
there were others: Jefferson 
Smurfit's $6.5 billion bid for 
Stone Container, to form the 
world’s biggest paper-pack- 
ager; Baker Hughes’ $5.5 bil- 
lion bid for Western Atlas to 
form an oilfield-services busi- 
ness; Monsanto’s $4.2 billion 
bid for two biotech seed com- 
panies to give it a leading po- | 
sition in the crop-genetics 
industry. 


| With bids whirling about it, 


the administration said it 
will review mergers in Ameri- 
can business. Regulators, 


meanwhile, want to stop 
News Corp and MCI from 
incorporating their satellite- 
TV operations into Primestar 
Partners, which is controlled 
by five big cable operators. 
And GTE also wants to stop a 
merger: it sued to prevent 
WorldCom's planned $37 bil- 
lion takeover of MCI. 


After EMr's talks with 
Seagram collapsed, the Ca- 
nadian whisky and entertain- 
ment company switched its 
attentions to PolyGram, the 
world's biggest record com- 
pany, 75% owned by Philips 
of the Netherlands and likely 
to fetch $10 billion. Other 
buyers are interested too. 


An American paints and glass 
firm, PPG International, con- 
firmed that, together with an 
investment bank, Donaldson, 
Lufkin & Jenrette, it is in talks 
with Courtaulds, which re- 
cently accepted a £1.8 billion 
($2.9 billion) bid from a 
Dutch group, Akzo Nobel. 


| Yukos and Sibneft, giant 


Russian oil producers, said 
their planned merger would 
be delayed. 


Repair work 





Anita Roddick, founder of 
Body Shop, is stepping 
down as chief executive as 
part of a shake-up of the Brit- 
ish cosmetics retailer. She will 
become co-chairman with her 
husband, while Patrick 
Gournay is brought in from 
Groupe Danone to try to re- 
vive the company’s fortunes. 
Body Shop also announced a 


] 
\ 


| 


BUSINESS THIS WEEK 


joint venture with Bellamy — | 
Retail Group to run its flag- 
ging American operations. | 


Deutsche Telekom said it 
would take provisions of 
DM53.5 billion-4.5 billion ($2 
billion-2.5 billion) for 1998 af- 
ter a regulator ruled that it 
could not raise prices on its 
cable service next year. 


Still grappling 





BMW said it would not raise 
its £340m ($555m) bid for 
Rolls-Royce Motor Cars, 
which had been agreed with 
Vickers, Rolls-Royce's parent, 
but which has now been 
trumped by Volkswagen's 
£430m. BMW remains con- 
vinced that Rolls-Royce plc, a 
maker of aircraft engines 
which owns the rights to the 
name and which has a joint 
venture in jet engines with 
BMW, will back its bid. 


Germany's Daimler-Benz, 
soon to merge with America's 
Chrysler to become the 
world's fifth-largest car 
maker, confirmed it was in 
talks with Nissan Motor of Ja- 
pan about an alliance. This 
could range from shared deal- 
erships up to Daimler' tak- 
ing a substantial stake in 
Nissan Diesel. 


Lockheed Martin won an 
order from the United Arab 
Emirates for 80 advanced F-16 
fighter aircraft worth some $7 
billion. 


The European Parliament ap- 
proved an almost-total ban 
on tobacco advertising in 
the Eu, to be phased in over 


the next eight years. 
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| their second day of wedded bliss, she could not ( 


you ll probably want us to build your 


oOo- : 
— 0 — 


— 
— —— 
o 


imagine why he was insisting she made her way 


' to the moonlit Raffles’ poolside in full evening 
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| regalia. Are you sure the restaurant's this way, 


darling?’ she ventured through gritted teeth, all 
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in record time! 


() bathed in a soft candlelit glow, was an exquisite 
h table à deux perfectly framed by its leafy romantic | 
| setting Silverware gleamed in the starlight, | 
1 a bottle of champagne chilled in its frosty bucket 1 
(a and a single red rose took centre stage on the i 
starched white linen tablecloth Fortunately, the h 
| Food and Beverage Manager, whose collaboration 
i in this surprise had been essential, was personally i, 


1! on hand with a freshly laundered handkerchief. {} 
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Why India loves the bomb 


DELHI 


India’s nuclear tests have won its new government plenty of popular support 
athome, perhaps enough to win a majority in a snap election. But atwhat cost 
in international condemnation and to world security? 


s) Kis yield of India’s five nuclear explo- 
sions this week runs into megatons of 
national pride. Euphoric citizens em- 
braced each other on the streets. Tri- 
umphalism filled the newspapers. We've 
shown we're a full-blooded nuclear power; 
we can stand up to America and give China 
and Pakistan a bloody nose. Economic 
sanctions? Who cares, national pride can't 
be counted in dollars. And remember, 
nothing much happened to China, despite 
Tiananmen Square. So hold firm, keep 
your spirits up and celebrate. 

Why did India do it? Because, says the 
Bharatiya Janata Party (BJP), which leads the 
minority coalition government, India is at 
last ruled by a political party with guts. No, 
says the opposition Congress party, the rea- 
son is that the BJP's coalition is paralysed by 
internal quarrels and the bomb is a bril- 
liant diversion. Yet in view of the euphoric 
public reaction, even Congress has decided 
to support an explosive change in policy 
that it avoided when in office. 

Most of India's military men are de- 
lighted with the blasts, which they say will 
beef up the country's security at a time 
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when China is transferring increasing 
amounts of nuclear and missile know-how 
to Pakistan. Of the three tests on May 11th, 
one was of a bomb designed to fit in a mis- 
sile, to show that India can now deliver nu- 
clear warheads. Another was a low-yield 
test of either a trigger or a device that can be 
fitted into tactical nuclear weapons (like ar- 
tillery shells). A third, claims India, was a 
thermonuclear (fusion) device. This im- 
plies that India can build a fully fledged hy- 
drogen bomb. Two sub-kiloton blasts two 
days later may have been designed to allow 
India to carry out very small tests in future 
of the sort other nuclear powers conduct to 
check the reliability of weapons. 

Yet a bigger bang does not necessarily 
mean greater security. India has had a nu- 
clear deterrent since it first tested a nuclear 
device in 1974. The latest tests reveal im- 
proved technology, but even crude, un- 
tested devices can be a nuclear deterrent, 
demonstrating a probable capacity to in- 
flict unacceptable damage on an aggressor. 
Going from this to a tactical attack capabil- 
ity could be a costly delusion of grandeur. 

The tests were a “terrible mistake”, said 


Bill Clinton on May 13th as America im- 
posed immediate sanctions, said to be go- 
ing to deny India over $20 billion. These 
include an end to various sorts of aid and 
assistance, and require the United States to 
oppose loans by international lending 
agencies, such as the World Bank and IMF. 
Germany, Australia and Japan, India’s big- 
gest aid donor, were among those that also 
announced sanctions; more are certain to 
follow. What will these cost India? If all offi- 
cial flows, and loans from international 
agencies and export-credit agencies are cut 
off, the total could be $7 billion a year. 
However, disbursements are always lower 
than approvals: last year India is reckoned 
to have received only some $3 billion, less 
than 1% of Gpr. Nor will sanctions affect 
many credits already in the pipeline, which 
exceed $10 billion. India's financial mar- 
kets have, so far, shown relatively little 
concern. 

The real impact of sanctions on India 
will depend on whether the issue can be re- 
solved quickly. Informally, India has told 
America that it is willing to accept some of 
the restraints of the Comprehensive Test 
Ban Treaty, provided all sanctions are 
lifted. American law makes economic sanc- 
tions mandatory, but India hopes its condi- 
tional offer will enable the American ad- 
ministration to negotiate a waiver with 
Congress. Pakistan, which has nuclear ca- 
pacity but has, at least until now, avoided 
testing (see next story), will argue that this is 
discriminatory. Nevertheless, some Indian 
experts are sanguine about the prospect of 
Pakistan also testing a bomb, and then both 
countries agreeing to sign a future test-ban 
agreement. 

Optimists in the BjP point out that 
many American officials and businessmen 
oppose sanctions, and view India as a ma- 
jor potential investment and trading part- 
ner. Approvals for American investment in 
India since 1991 exceed $11 billion, most of 
which is still in the works. The optimists 
hope the issue will be resolved by the time 
Mr Clinton visits India later this year—as- 
suming the visit goes ahead. 

It may, however, be cancelled, White 
House officials have suggested. So the story 
may not turn out to have anything like the 
happy ending the Bj» optimists are hoping 
for. Hawks, both in Congress and in the 
Clinton administration, want to inflict 
penalties tough enough to deter other 
countries from following India's route to 
nuclear prowess. 

India seems to think these risks are af- 
fordable in the short run. After all, when so 
much public spending disappears in kick- 
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backs, say cynics, will aid cuts really make 
much difference? And when waste and cor- 
ruption take their share, foreign sanctions 
of $5 billion or so may hardly make much 
difference. 

In a letter to Mr Clinton, India’s prime 
minister, Atal Behari Vajpayee, claimed his 
country’s security had been eroded by Paki- 
stan’s acquisition of nuclear and missile ca- 
pability. He said India had always been for 


— — complete nuclear disarmament, but had to 


protect itself if other countries with nuclear 
capability could threaten it. India has long 
opposed the Nuclear Non-Proliferation 
Treaty for discriminating between the nu- 
clear haves and have-nots. 

Nevertheless, India has signed non-dis- 
criminatory treaties banning chemical and 
biological weapons, which apply to all 
countries. It also wants to join the proposed 
treaty for stopping all future production of 
fissile material. But it will not consent to 
nuclear apartheid, says Mr Vajpayee, where 
five countries are entitled to nuclear arse- 
nals and others not. Yet the truth is that In- 
dia would happily agree to this if it were 
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declared an honorary member of the nu- 
clear club. Till then, it will wax eloquent 
about the evils of discrimination. 

The gjr has been a fierce advocate of nu- 
clear arms for decades, but recently ap- 
peared to be toning down its stand. Its lat- 
est manifesto was silent on the issue of 
testing, though it said it would “induct” nu- 
clear weapons—a deliberately confusing 
word. It was known that, though testing 
would trigger American sanctions, the de- 
ployment of untested weapons would not. 
Until this week, the Byp seemed to have cho- 
sen this route, but it was a tactical diver- 
sion. Preparation for a nuclear blast takes 
weeks, so formal orders must have been 
given shortly after the BJP won a vote ofcon- 
fidence in Parliament at the end of March. 

Many observers suspect the BJP plans to 
go for an early election amid the euphoria 
it has created. If so, it might come close to 
winning an absolute majority. The tests 
have made Indians feel good. After years of 
worrying about economic problems and 
foreign pressure, voters suddenly feel virile. 
Like most highs, it won't last. 





India's neighbours 


What about the 
economic bomb? 


BEUING AND ISLAMABAD 


OTH China and Pakistan have at differ- 
ent times been at war with India, Paki- 
stan on three occasions and China once. So 
the neighbours took more than an aca- 
demic interest in the five nuclear tests car- 
ried out by India this week. If, as some fear, 
Asia could become the setting for the 
world's first hot war between nuclear pow- 
ers, how would the combatants fare? 
China's first response to the apparent 
new threat from India was impressively 
measured. It was "seriously concerned", 
said a foreign-ministry spokesman, Zhu 
Bangzao. After the second round of tests, 
however, China professed itself "deeply 
shocked" at India's *outrageous contempt" 
for the international determination to ban 
all nuclear testing. India's action would 
have "serious consequences" for peace and 
security in South Asia. What about the re- 
cent remark by India's defence minister, 
George Fernandes, that the main potential 
threat to India came from China, not Paki- 
stan? “Ridiculous,” said China at the time, 
and this would appear to be its view now. 
Until now China has not seen India as a 
threat. In 1962 it walloped India in a short 
border war, using conventional weapons 
and, if it came to a nuclear duel, China 
could out-match anything that India might 
have put together. The problem of indepen- 
dence-minded Taiwan looms much larger 
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for China than the fireworks of Rajasthan. 

The Chinese do not like to be seen pub- 
licly telling other countries what to do. On 
nuclear matters in particular, China has de- 
fended its own tests, a total of 45, by point- 
ing to more than 1,000 carried out in the 
past by the United States and more than 
700 by the old Soviet Union. 

There could be a bright side for China 
in all this. Everyone hopes that Pakistan 
will show restraint, and there is no one bet- 
ter positioned than China to influence or 
cajole the Pakistanis. According to some ac- 
counts, Pakistan's nuclear-bomb design is 
based on Chinese technology, although 
China denies it. China helped in a minor 
way to restrain North Korea's apparent nu- 
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clear ambitions, getting a good-conduct 
badge from the Americans. In both the Ko- 
rean peninsula and the subcontinent's 
arms race, American and Chinese interests 
to some extent overlap. 

On the other hand, China might be 
blamed if Pakistan pushed ahead with its 
nuclear plans, no matter what the Chinese 
say. As things stand this week, Pakistan is 
eager to build up a nuclear arsenal. The 
prime minister, Nawaz Sharif, faces tough 
criticism from the more belligerent of his 
countrymen, who last year condemned his 
decision to ease relations with India. Now 
they are keener than ever to proceed with 
what has come to be called the Islamic 
bomb. Since there is a Jewish bomb, a 
Hindu bomb, and a series of Christian 
bombs, they argue, there ought to be an Is- 
lamic one too—and this is the moment to 
build it. India would be blamed for step- 
ping up the race. Pakistan's foreign minis- 
ter, Gohar Ayub Khan, said this week that 
India was pushing his country to the limit. 

Though there is little reliable informa- 
tion about Pakistan's nuclear capability, 
foreign experts are convinced that the 
country is poised to produce deployable 
weapons. Having covertly acquired tech- 
nology from abroad, it is capable of pro- 
ducing weapons-grade material. In recent 
years, the government has stepped up its 
missile programme. The Ghauri missile, 
with a range of 1,500 kilometres (940 
miles), was unveiled in April. It was named, 
appropriately, after a 13th-century Muslim 
prince who fought Hindu emperors, Next 
in line is expected to be the Ghaznavi, 
named after another Muslim hero. 

A fourth war between India and Paki- 
stan, this time using nuclear weapons, 
would be devastating for both countries. 
The material damage aside, the political 
fabric of the two countries might be de- 
stroyed. For Pakistan, even the cost of mak- 
ing a bomb would be a strain on the coun- 
try's weak economy. America would block 
aid to Pakistan, as it has already done by 
announcing sanctions on India. As with In- 
dia, this could result in programmes by the 
World Bank and the imF being suspended. 
Although that might not affect India very 
much, this year Pakistan needs $4.5 billion- 
5 billion to meet its current-account deficit. 
The possible economic bomb is the only 
chance to deter the nuclear one. 

Pakistanis are keeping a keen eye on 
how America responds to the Indian tests. 
Many hope that President Clinton will can- 
cel his expected visit to India this year, and 
that America and other members of the UN 
Security Council will propose tougher 
sanctions against the Indians. Meanwhile, 
Mr Sharif is under growing pressure to go 
ahead and carry out Pakistan's own test, re- 
gardless of the human and economic costs. 
He needs time to come to his senses. 
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Indonesia 


Living ever more dangerously 


JAKARTA 


By opening fire on student demonstrators, Indonesia’s security forces have 
brought the end of the 32-year-old Suharto regime closer 


FONR bodies, shrouded in blood-spat- 
tered sheets, lay in a Jakarta hospital. 
They and two others who were reported 
killed, provided Indonesia’s three-month- 
old student-protest movement with its first 
martyrs. The policemen who shot them 
dead, at what had been a peaceful dem- 





But the riots continued 


onstration atthe private Trisakti University 
on May 12th, may have been responsible 
for far more than that: for the spark that ig- 
nited widespread frustration into nation- 
wide anger; for a new sense of purpose and 
leadership among the protesting students; 
for wider popular support, and more riot- 





Australia scents an election 


SYDNEY 


LAND is a word often applied to 

Australia’s conservative coalition 
government led by John Howard. The 
budget that Peter Costello, the treasurer 
(finance minister), presented on May 
12th was no exception. On this occasion, 
however, bland may turn out to be beau- 
| tiful for the government. The budget's 
centrepiece was a surplus for the 1998-99 
financial year of A$2.7 billion ($1.7 bil- 
lion), the first real surplus in eight years, 
| and evidence, the government claimed, 
| that Australia was a rock of stability in a 
troubled region. 
| The financial markets generally wel- 
| comed the budget. Whether ordinary 
. Australians follow suit is likely to de- 
| pendon a follow-up performance by Mr 
| Howard. He plans a big reform of the tax 
| system. Most bets are that he will pro- 
pose a goods-and-services tax to shift the 
tax burden from income to consump- 
| tion. Then, say the soothsayers, get ready 
. foran election. 
| Mr Howard will hope that his tax re- 


THE ECONOMIST MAY 16TH 1998 


forms run more smoothly than recent at- 
tempts to modernise Australia's fam- 
ously inefficient docks. Last month his 
government strongly supported Patrick, 
Australia's second-biggest cargo-han- 
dling company, when it sacked its entire 
workforce of 1,400 stevedores, all of 
whom belong to the Maritime Union of 
Australia, and replaced them with non- 
union workers on contract. 

What the government had hoped 
would be an end to a 100-year union mo- 
nopoly on Australia's wharves, and the 
start of a new era of labour competition, 
ended instead in the courts, with a vic- 
tory for the sacked workers. On May 7th, 
hundreds of them returned to work at 
Patrick's terminals in Sydney and Mel- 
bourne. Although the dispute has a long 
way to run, it may yet signal the end of 
the old system. And, as with the pro- 
posed tax reforms, the climate for change 
may be changing in Mr Howard's favour 
when he goes to the polls. At this stage, 
his government is predicted to win. 
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ing, burning and looting among the less 
privileged. Indeed, they may have brought 
Indonesia's political agony toa crisis—even 
if it will be the first of many. 

The security forces were supposed to 
have been issued only with rubber bullets, 
blank rounds and tear gas, but they seem to 
have lost control of themselves as well as of 
the protests. They following day, rioters lit 
huge bonfires in the middle of Jakarta's 
business district. Gangs of looters, defying 
charges by armed police on motorcycles, 
raided shops and supermarkets. Another 12 
people were reported dead, many of them 
in a bar which had been set fire to by rioters. 
The mood of the police turned particularly 
ugly as they lashed out with riot sticks at or- 
dinary commuters who were trying to 
make their way home through the increas- 
ingly dangerous streets. 

Maybe the police had had enough of 
the weeks of restraint in front of angry and 
sometimes abusive demonstrators; maybe 
the death of one of their colleagues in dis- 
turbances near Jakarta on May 9th had 
driven them to seek revenge. According to 
one report, the police opened fire after one 
of their number, in civilian clothes, was 
trapped by the students. According to an- 
other report, the students were shot by snip- 
ers from a military unit. 

Whatever the cause, the effect was to 
bring to Jakarta the dangerous mixture of 
political protest and mass mayhem seen 
the week before in the northern city of Me- 
dan in the island of Sumatra. On May 13th, 
large protests were also held in the other 
main cities of the most populous island, 
Java: Bandung, Surabaya and Yogyakarta. 
By May 14th, the situation in Jakarta was 
sliding into chaos. Rioters and looters be- 
gan roaming almost unchecked, burning 
cars and setting buildings alight. Giant 
plumes of smoke rose above the city. The 
army was standing by, but General Wiran- 
to, its commander, said he did not plan to 
impose a curfew yet. On the local stock- 
market, shares tumbled in companies con- 
nected to the Suharto family. 

The opposition to President Suharto, 
which had suffered from a lack of co-or- 
dination and leadership, began to look like 
a powerful, if diffuse, force. At the Trisakti 
students’ funeral on May 13th, the two most 
prominent opponents of the regime turned 
up to encourage the students. One, Mega- 
wati Sukarnoputri, has a mass following, 
partly because she is the daughter of Indo- 
nesia’s founding president, Sukarno. But, 
until now, she has stayed aloof from the 
protests, perhaps because she feared caus- 
ing just the sort of confrontation that has 
now begun in the country. The other, 
Amien Rais, is a university lecturer who 
heads a 28m-strong Muslim group. He has 
been more outspoken. But even he, when 
Mr Suharto arranged his own “re-election” 
in March for a seventh five-year term, said 
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that the president's new cabinet should be 
given six months to see how it performs. 
Now Mr Rais is calling for Mr Suharto's 
resignation. The president may be contem- 
plating such a step. According to the Ja- 
karta Post, he said on May 13th that, if he is 
no longer trusted, he would become a 
pandito, a sort of sage, and "guide from be- 
hind". He had been speaking in Cairo, 
where he had been attending a summit of 
emerging nations on his first foreign trip 
for six months. Mr Suharto's visit showed a 
certain self-confidence. But his return, a 
day ahead of schedule, suggested the mood 
had not lasted. Mr Suharto's reported will- 
ingness to step back may be a tactical ploy. 
Unless the army turns against him, the op- 
position is in no position to force his re- 
moval, despite his dwindling support. 
Trisakti, the university where the stu- 
dents were killed, is favoured by the rich 
middle classes. Many had already stopped 
backing Mr Suharto, but some have still 
seen him as all that stands between Indone- 
sia and chaos. The prospect of their own 
children being shot may change that. 


Battles to come 


The consequences of Mr Suharto's staying 
on could be grim: not necessarily one huge 
conflagration, but repeated bush-fires of 
street battles, looting, destruction and vio- 
lence. The economic cost of all this would 
be huge. The financial markets would con- 
tinue to shun Indonesia. The currency, the 
rupiah, would resume the vertiginous slide 
that stopped in January. This week it fell 
sharply again, below 11,000 to the dollar. 
That would not be all. More of Indone- 
sia’s ethnic-Chinese businessmen would 
flee, knowing that, because they are seen as 
disproportionately rich, they are often the 
first targets of the looters and burners. But 
they also form a crucial part ofthe country's 
distribution chain, which might break 
down, leading to further shortages of even 
the most basic commodities. The collapse 
of the currency risks further inflation—and 
prices have already risen more than 30% 
this year alone. Moreover, repressive mea- 
sures by the police and army may antago- 
nise the foreign governments that have, so 
far, continued to pledge funds to a $43 bil- 
lion IrMr-ed rescue for the country. 
Nervousness about Indonesia has al- 
ready affected other regional markets. If the 
unrest continues, its repercussions could 
be even more serious, scuppering fragile 
hopes of a recovery. Besides the "conta- 
gion" effect of geographical proximity, In- 
donesia, with a population of 200m, also 
has a direct influence as the largest country 
in the region, and as one through whose 
waters pass shipping lanes vital to its 
neighbours and Japan. From Australia to 
Singapore, politicians fear that a descent 
into violence would cause desperate 
groups of Indonesian boat people to try to 
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reach the safety of neighbouring shores. 

Indonesia could still pull back from the 
brink. Many students have shown them- 
selves mature and loth to provoke violence. 
Serious talks about political reform—loos- 
ening the army's grip, allowing true compe- 
tition among political parties, and setting a 
timetable for change—might persuade 
them to give the government a breathing- 
space. In the long run, however, only Mr Su- 
harto's departure from the scene will satisfy 
them. As rioting among the poor and angry 
continues, it may already be too late to stop 
the drift into anarchy. 

The last time Indonesia changed presi- 
dents, from 1965 to 1967, it took 18 months 
of agitation on the streets and the slaughter 
of some 500,000 suspected communists. 
This week's bloodshed may stir memories 
of that horror. It is unlikely to recur—in de- 
politicising Indonesia, Mr Suharto has rid 
it of an organised opposition to attack. 
Unorganised opposition is growing by the 
day; but Mr Suharto was a ruthless battler 
32 years ago and, even as a pandito, is un- 
likely to let go without a fight now. 





Philippines 
A family affair 


OSLOB, CEBU 


‘TS p YOU blame us if we're very in- 

dustrious?" Dr Priscilla Abines sees 
nothing odd in her family's remarkable 
dominance of the southern end of the Phil- 
ippines' Cebu island. In the elections on 
May 11th, most of the world was interested 
in whether the Philippines would choose 
Joseph Estrada, a former film star much 
mocked by the intelligentsia, as its next 
president. But in “Abines country", more 
people worried about the simultaneous lo- 
cal polls. Philippine politics is plagued by 
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electoral bribery, violence, intimidation 
and dynastic rivalries. South Cebu has all 
these in spades. 

Although Mr Estrada led early in the 
slow vote count, another candidate, Emilio 
Osmena, was ahead in Cebu. Many voters 
are swayed by tribal loyalties, and Mr Os- 
mena is a Cebuano and scion of the is- 
land’s leading dynasty. In South Cebu, Dr 
Abines, the mayor of Santander, was run- 
ning on the Osmena ticket for Congress. 
She could boast of having prettified her 
town by planting red, white, orange and 
mauve bougainvillaea. The idea came from 
Singapore, though her politics owe more to 
her heroine, Imelda Marcos, widow of the 
late dictator. To make sure Santander stays 
in good hands, Dr Abines’s son, James Ar- 
nold, was running for mayor. The seat in 
Congress was vacated by her husband, Cri- 
sologo, who bumped up against the legal 
limit to his term. Crisologo's brother, Apo- 
lonio, is seeking re-election as vice-gover- 
nor of the province. 

But all is not well in Abines country. 
Two brothers, Regino and Emiliano, have 
fallen out with their siblings. So, in the elec- 
tions for mayor and vice-mayor of Oslob, 
they were opposed by their two sisters. And, 
in the congressional election, they sup- 
ported Simeon Kintanar, the represen- 
tative ofa rival clan. The origins of the feud 
are obscure. Emiliano accuses Dr Abines of 
trying to monopolise the family's fishing 
interests, the backbone of its business em- 
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pire. His sister Encarnacion accuses him of 
embezzling government funds, 

The businesses are worth battling for. 
Besides fishing, they include monopolies 
on buses and the ferry to the island of Neg- 
ros; Santander’s biggest grocery, a bank, 
and a building firm. As an unembarrassed 
James Arnold Abines puts it, “We pretty 
much control the economy.” And, their crit- 
ics allege, pretty much everything else. For 
example, all but one of Santander’s volun- 
teer poll-watchers withdrew when their wa- 
ter supply was cut off. The Abineses are also 
under investigation for alleged attempts to 
frighten and bribe teachers, who adminis- 
ter the polling. Dr Abines insists the motor- 
cycles some received were for their work. 

Among other considerations voters had 
to weigh were: the rumoured presence of a 
communist hit-squad, which had threat- 
ened to assassinate Crisologo; private ar- 
mies of “goons”, which both sides accused 
the other of maintaining, augmented for 
the election, it was claimed, by members of 
a fanatical religious sect; a maverick Ab- 
ines, Lucy, running for Congress against Dr 
Abines and Simeon Kintanar (so too, for 
good measure, was Mr Kintanar’s nephew). 

All this might seem quaint were it not 
also deadly. A supporter of Dr Abines was 
shot dead last month. The communist 
"Alex Boncayo Brigade” claimed respon- 
sibility. But the police have charged Cesar 
Pintak, who is running against James Ar- 
nold for the mayorship. On the eve of the 
election, Encarnacion Abines turned up in 
tears at the Oslob police station, to say her 
opponents’ goons were threatening voters. 
Used to both sides’ making such claims 
baselessly, the police ate their dinner in- 
stead. But the next day, four thugs were ar- 
rested. As one of 18 electoral *hot-spots", 
South Cebu was put directly under the con- 
trol of the election commission and extra 
soldiers and policemen drafted in. 

Both sides reject charges of “warlord- 
ism”, but are happy to level them against 
their relations. Emiliano says he knows 
from pre-feud days that his brother keeps 
an army of 38 goons and had recruited an- 
other 26 for the election. The rival faction 
point out that Mr Kintanar’s brother, who 
has been helping his campaign, used to be a 
commander in the communist New Peo- 
ple’s Army. 

“Nobody’s interested except us,” ex- 
plains Dr Abines in defence of “political 
dynasties”. In fact they contravene the Phil- 
ippines’ constitution, but legislation to en- 
force the ban has never passed Congress, 
which is stacked with dynastic off-shoots. A 
seat in Congress brings money for local 
development, nearly half of which, accord- 
ing to an outgoing cabinet minister, ends 
up in congressional pockets. 

Dr Abines described the election as “a 
fight between good and evil”. Perhaps. But 
the good had no candidates. Rather it was 
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represented by brave local priests, lawyers, 
teachers, nuns, nurses and others who, as 
poll-watchers, tried to ensure a modicum 
of fairness. The bishop of Cebu, Jose Palma, 
toured the area “to remind people of their 
dignity and rights"—qualities many Filipi- 
nos thought they had recaptured when they 
overthrew Ferdinand Marcos in 1986. But, 
at the local level, much of the old order sur- 
vives. In poor South Cebu, one youth still 
sports a 12-year-old campaign t-shirt, with 
the slogan: “Abines for Marcos”. 





South Korea 


More troubles 


SEOUL 


IM DAE JUNG is a skilful orator. His 

persuasive manner and ability to ex- 
plain difficult problems in plain language 
helped charm South Korea's notoriously 
bolshie unions when he became president 
in February. To overcome the country's eco- 
nomic crisis, Mr Kim persuaded the unions 
to accept a law allowing layoffs, in return 





Kim keeps it conversational 


for the government providing a safety net 
for the unemployed and companies re- 
forming their management. Now the 
unions are taking to the streets claiming 
they have been betrayed. 

On May 10th, Mr Kim used his televised 
"conversation with the people", a South 
Korean version of an American town meet- 
ing, to promise to pull the country out of its 
mess by next year, provided South Koreans 
share the pain of reform. But the Korean 
Confederation of Trade Unions, the small- 
er and more militant of the two main la- 
bour groups, was not impressed. It refused 
even to attend the show and now plans to 
hold a mass demonstration on May 16th 
and a national strike later this month. 

South Korea's union leaders, including 
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those from the larger Federation of Korean 
Trade Unions, want to renegotiate the deal 
over layoffs. The unions claim companies 
have not been keeping their side of the bar- 
gain. The unions want no layoffs and pro- 
pose instead wage freezes, job-sharing and 
reduced working hours—although they are 
not prepared to accept less money in return 
for less work. In some circumstances, union 
leaders insist they must be allowed to sit in 
with management on negotiations with 
potential foreign investors, whom Mr Kim 
is anxious to attract. 

All this is a very different reaction to the 
one given to Mr Kim at his first town meet- 
ing in January, when he was president- 
elect. That was when his popularity soared, 
with nine out of ten Koreans supporting 
him. Now he faces a hostile parliament and 
angry workers. Mr Kim blames the opposi- 
tion Grand National Party, which holds 
149 seats in the 299-member National As- 
sembly, for delaying crucial reforms. His 
supporters have been hoping for defections 
to their camp ifthey can do well in the local 
elections on June 4th. But with union pro- 
tests, which could easily turn ugly, the out- 
come ofthose elections is less clear.On May 
13th, Mr Kim warned students not to join 
the unions on the streets. He also urged the 
police not to use tear gas on protesters. 

The Grand National Party says Mr 
Kim's government is simply trying to pass 
the blame because the president lacks firm 
plans for dealing with the economic crisis. 
Mr Kim insists that ailing firms will be 
sorted out from healthy ones by June, and 
that a newly established banking watchdog 
will identify the sick banks by July. But he 
has yet to show how determined the gov- 
ernment will be in closing down the 
incurables. The government is still accused 
of putting pressure on banks to keep some 
large firms from collapsing. This is partly 
why Moody's, an international credit-rat- 
ing agency, further downgraded South Ko- 
rean banks on May 11th. The stockmarket 
responded by plunging to a 12-year low. 

Mr Kim has pledged to pump up to 2 
trillion won ($1.4 billion), in addition to the 
7.9 trillion won already approved, into a 
safety-net for the unemployed. But financ- 
ing this will be hard; the government is al- 
ready having a difficult time trying to raise 
the 7.9 trillion won. As part of its rescue ef- 
fort, the MF will allow South Korea's bud- 
get deficit to rise, but the government does 
not want to run a huge deficit. Sensibly, it 
also wants to allocate its funds mostly to 
job«reation and retraining, rather than 
handing out cash to the unemployed. But 
with thousands of people losing their jobs 
every day, and having little or no benefits to 
rely on, and with unemployment likely to 
reach 10% this year, Mr Kim will need all his 
persuasive powers to prevent his country 
slipping even deeper into trouble. 
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Japan in recession 


On the town in Hokkaido 


SAPPORO 


The first of an occasional series on Japan’s economic pains 


RIDAY night in Susukino, and the enter- 

tainment district of Sapporo seems as 
lively as ever. Red-faced sararimen totter 
from bar to bar. Neon signs blaze out from 
buildings advertising the night's attrac- 
tions and immodestly clad young women 
hand out leaflets promoting some of the 
seedier ones. It is hard to imagine that Sap- 
poro, the capital of Hokkaido, the north- 
ernmost of Japan's four 
main islands, is where the 
country’s economic trou- 
bles have hit hardest. Yet 
appearances deceive, and 
Hokkaido is indeed a vic- 
tim of Japan's strange 
recession. 

"The problems are hid- 
den under the table," says 
Masatoshi Kanazawa of 
the island’s chamber of 
commerce. Every day, he 
says, while some new ones 
open up many more of the 
hundreds of bars operating in Susukino 
close down; the mama-sans who run the 
hostess bars complain that business is 
down by a third or more. 

People’s reluctance to go out and spend 
as much money on entertainment as they 
used to reflects fears for their jobs. In the 
latest financial year, measured by value, 
some 10% of the record number of Japanese 
companies that went bust were in Hokkai- 
do, even though the island accounts for 
only 4.5% of the country's entire GDP. Al- 
though recent figures are not available, 
Hokkaido’s unemployment rate is gener- 
ally reckoned to be well above the average 
Japanese rate, which has now climbed to 
3.9. Across the island, more than three ap- 
plicants are chasing every vacant job, about 
twice the national average. 

Traditional industries on the island 
once relied on natural resources. But many 
of the old firms have faded away. While 
some timber and paper factories are still 
operating, only one coal mine remains 
open. Agriculture is now the island’s main 
industry, and dairy farming is its most 
competitive business. With a fifth of Ja- 
pan’s arable land, Hokkaido is the coun- 
try's food basket. The shelves on Tokyo's su- 
permarkets are incomplete without a 
selection of Hokkaido camemberts. Yet 
proximity to Siberia means the island suf- 
fers from severe weather. Snow blankets the 
farms for half the year. Though the weather 
attracts skiers, around which a tourist in- 
dustry has been built, there are no other 
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large, growing industries to provide work: 
less than 2% of Japan's manufacturing in- 
dustry is based in Hokkaido. 

To the accompaniment of baroque re- 
corder music piped through the building, 
Tetsuo Shimokawa, the chairman of Dogin, 
a local bank, blames poor communications 
with the rest of Japan for the island's woes. 
Despite a tunnel between Hokkaido and 
northern Honshu, Japan's 
main island, connections 
to the country's industrial 
heartland are poor. During 
the years of rapid eco- 
nomic growth, the govern- 
ment built transport links 
west of Tokyo, to Osaka 
and beyond. Air travel is 
expensive. Over-regulated 
airlines mean that it costs 
more to fly from Tokyo to 
Hokkaido than from To- 
kyo to Los Angeles. 
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With little private in- 
vestment, some 30% of the island's econ- 
omy depends on government spending, 
much of which goes on public works. This 
mainly benefits the bloated building in- 
dustry, which in the past has soaked up 
workers unable to find other jobs. But 
when the government started to cut spend- 
ing a year ago, the effects on Hokkaido's 
economy were severe. 

Then came another blow. In November 


All lit up, but not feeling so bright 





the island's main bank, Hokkaido Taku- 
shoku, from which some 6095 of Hokkai- 
do's companies had borrowed, collapsed 
under the weight of bad loans made to 
building and property companies. The 
bank's failure has triggered a string of bank- 
ruptcies across the island. A third of these 
failures were building companies. More 
firms are likely to fold. Mr Shimokawa wor- 
ries that many will find it difficult to get 
loans from other banks, which are now be- 
ing "very careful" about screening borrow- 
ers and applying stricter credit controls. 

The government's latest plans to plough 
more money into public works will help 
Hokkaido in the short term. But the govern- 
ment cannot afford to keep paying compa- 
nies to pour concrete over the island for 
ever. The local man from the Ministry of 
Trade and Industry waxes lyrical about 
companies gaining strength through adver- 
sity. He wants to develop agricultural in- 
dustries and biotechnology. There are 
moves to reduce transport costs by, for ex- 
ample, cutting landing fees at Sapporo's 
airport. In August, as a result of deregula- 
tion, a new airline will start ferrying pas- 
sengers between Sapporo and Tokyo at half 
the present fare. 

It will take time to wean Hokkaido off 
government handouts. "We're used to be- 
ing taken care of by Tokyo," says Hideo Id- 
eta of the Hokkaido Economic Federation. 
He, like so many Japanese nowadays, looks 
to history for inspiration. In Hokkaido, the 
past hero is an American, William Clark, 
who was responsible for raising the island's 
farming to international standards. Clark’s 
most famous advice to the students at the 
agricultural college he ran was, “Boys, be 
ambitious"—words that are as pertinent 
now as they were more than a century ago. 
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The Treasury v the people 


WASHINGTON, DC 


Can Robert Rubin persuade Americans of what is really good for them? 


HEN Robert Rubin, America's trea- 
sury secretary, attended last week's 
meeting of G7 finance ministers in Lon- 
don, he was clearly the gathering's top dog. 
Although Mr Rubin is an unassuming 
man, there is no doubt that the Treasury he 
heads dominates international economic 
policy-making. The Mexican bail-out of 
1995 was a Treasury triumph; it has 
wielded huge influence in the Asian crisis 
(despite few financial commitments); and 
itisa big intellectual force behind efforts to 
redesign the world's financial architecture. 
Mostly, this influence stems naturally 
from America's pre-eminent global posi- 
tion. It is reinforced by an unusually well- 
qualified Treasury team. Mr Rubin himself 
made a fortune and a reputation on Wall 
Street; Larry Summers, the deputy secre- 
tary, is an economist of global repute. Be- 
low him are several more top-notch offi- 
cials. But prestige abroad has not implied 
success for the Treasury's policies at home. 
Asign ofthe Treasury's problems on the 
domestic side came on May 13th, when the 
House passed (by a single vote, and not un- 
expectedly) legislation to reform the Glass- 
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Steagall Act, which separates banks and se- 
curities firms. The Treasury opposed the 
reforms, because they would shift power 
over financial regulation to the Federal Re- 
serve at the Treasury's expense. Mr Rubin 
must now count on a no vote in the Senate 
or a presidential veto to block the bill. 

On international issues, too, the Clin- 
ton Treasury has had a fractious relation- 
ship with Congress. In 1995, after lawmak- 
ers balked at bailing out Mexico, the 
Treasury used funds that did not require 
congressional approval, infuriating many 
on Capitol Hill. This year, the Treasury's 
priority has been to secure approval for $18 
billion to bolster the rMF'5 coffers. But Con- 
gress remains unconvinced. 

IMF funding was passed by the Senate, 
but was then dropped from a supplemen- 
tal budget bill signed by President Clinton 
on May 1st. It may be voted on later this 
year, but success is far from certain. This is 
largely because it has become bound up 
with demands from pro-life activists that 
America should tighten restrictions on 
overseas aid for family planning. 

In some ways, congressional scepticism 


about funding the iMr is nothing new. It 
has always been widely (if wrongly) per- 
ceived as a form of foreign aid. In 1983, 
when the Reagan administration sought an 
increase in the IMF's capital, the House also 
threw the request out of a supplemental 
budget bill. (It was later approved, after 
much compromising on unrelated issues.) 

But, in important ways, things are dif- 
ferent now. Traditionally, international 
economic policy was the purview of elites. 
As Mr Summers has pointed out, “Nobody 
ever focus-grouped the Marshall Plan.” 
Only a few people knew about, or cared 
about, outfits such as the IMr. Moreover, 
during the cold war successive presidents 
could ultimately appeal to the threat of 
communism as a reason for supporting in- 
ternational institutions. And, since Amer- 
ica was a relatively closed economy, ordi- 
nary citizens felt the impact of 
international economic issues far less. 

All this has changed. Globalisation 
means that more Americans are affected by 
international trade and financial flows. 
This means international economic policy 
has become more of a domestic issue, and 
so its importance to lawmakers has risen. 
Congress increasingly reflects popular, 
rather than elite, perceptions about inter- 
national economic engagement. 

Without the threat of communism as a 
glue, traditional internationalist coalitions 
in Congress have fractured. In the Demo- 
cratic Party, popular fears about global- 
isation have increased scepticism about 
trade liberalisation. Hence the failure of 
fast-track trade legislation last year. Demo- 
cratic support for international institu- 
tions comes with more conditions at- 
tached: in particular that organisations 
such as the mF should pay more attention 
to workers, the environment and human 
rights. In the Republican Party, ideological 
purists who regard the mF as an interfer- 
ence in the functioning of free markets 
have gained a louder voice. Dick Armey, the 
House majority leader, has sent an influen- 
tial memo to his colleagues arguing that 
funding the ımF would “vastly expand an 
international agency that covers other peo- 
ple's bad debts and undermines free-mar- 
ket processes the world over." 

Politics, too, looms large. Securing IMF 
funding would be seen as a "victory" for the 
Clinton administration, hardly music to 
Republican ears. Some Republicans still 
distrust Mr Rubin after his successful 
brinkmanship during the government 
shutdown in 1995. Most important, Newt 
Gingrich, the House speaker, is so fragile 
politically that he is desperate to shore up 
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support from conservative Republicans. 
Hence the entanglement of 1mF funding 
and family planning. Even if Mr Gingrich 
wants to see the Mr funded (which, despite 
the rhetoric, many suspect he does), his po- 
litical weakness has boxed him in. 

All these ingredients have combined to 
make 1MF funding a hard sell: and the Trea- 
sury elites have not been skilful salesmen, 
though they have tried. Officials have testi- 
fied 11 times during this legislative session 
on IMF funding, more than three times as 
often as on domestic issues such as tobacco 
legislation, reform of the Internal Revenue 
Service—or, indeed, Glass-Steagall. 

Early in their campaign, Treasury offi- 
cials raised the danger ofa global economic 
meltdown if lawmakers left the IMF un- 
funded. Even security issues were mooted; 
the defence secretary appeared before Con- 
gress to testify on the Asian crisis. The mes- 
sage was that it would be “irresponsible” 
not to support the rMr. Unfortunately, as 


America’s economy (so far) seems remark- 
ably unaffected by Asia’s woes, these con- 
cerns are fading among law-makers. 

That may be unfair. After all, the Trea- 
sury did persuade 84 senators of its case, 
and succeeded in getting bipartisan sup- 
port from key House committees. It is 
among the rank and file of the House that it 
has fallen short. As Fred Bergsten, head of 
the Institute for International Economics, 
and a Treasury official in the Carter admin- 
istration, puts it, “you have to work the Hill 
in a retail way.” As international economic 
issues become more populist, with more 
under-briefed lawmakers showing interest, 
this becomes more important. 

The point is not lost on Mr Rubin. “We 
have much work to do in building broad- 
based public support for the forward-look- 
ing international economic policy that is 
so central to our own economic well be- 
ing," he recently argued in London. The is- 
sue is whether the Treasury can do it. 





Los Angeles politics 


The fading of black power 


LOS ANGELES 


T A fractious convention of the Califor- 
nian Democratic Party recently, the 
delegates took a moment off from stabbing 
each other in the back to give a hero's wel- 
come to Tom Bradley, the mayor of Los An- 
geles from 1973 to 1993. The moment was a 
poignant one: Mr Bradley is struggling to 
recover from a stroke. But it was poignant 
for a symbolic reason, too, for Mr Bradley 
represents the finest flower of a black politi- 
cal tradition that is failing. 

Blacks have long exercised a degree of 
power in LA out of all proportion to their 
numbers. They make up about 10% of the 
population of Los Angeles County, but 
hold about a quarter of the jobs in city gov- 
ernment and a third of those in county gov- 
ernment. Blacks have held three seats on 
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the 15-strong city council since the 1960s. 
And three of the region's representatives in 
Congress in Washington are black, includ- 
ing Maxine Waters, the voluble chairman 
of the congressional black caucus. 

But the golden age of black power is fast 
fading. Mr Bradley's successor as mayor is a 
rich white Republican, Richard Riordan. 
Mr Riordan has cobbled together a rain- 
bow coalition which includes every colour 
except black. Blacks are also starting to lose 
power in the archipelago of small cities to 
the south of LA: in the latest mayoral elec- 
tion in Lynwood, for example, Latinos 
mounted a bloody coup against a notably 
arrogant black establishment. There is no 
doubt that this loss of power will spread 
and deepen over the next decade. 


One reason for the plight of La’s black 
politicos is, of course, demography. The 
black share of the population of LA County 
has shrunk from 17% in the 1970s to about 
1096 today. Blacks are now the third-largest 
ethnic group after Latinos (41%) and whites 
(37%). The black population is dispersing as 
well as declining. Educated blacks are mov- 
ing into the middle class at least as rapidly 
as any other ethnic group in the region; and 
as they do so they are moving out of their 
former political stronghold of South Cen- 
tral, leaving their old political machine 
short not just of numbers but of leadership. 
Some middle-class blacks are moving to 
nearby Baldwin Hills (“the Black Beverly 
Hills"), which is likely to remain a centre of 
black power; but a growing number are 
abandoning LA for the suburban expanses 
of Orange and Riverside Counties, where 
their voice will be drowned by white 
majorities. 

Both the Latino and the Asian popula- 
tions have more than doubled over the past 
20 years. Latinos now make up more than 
50% of the population in South Central; 
Watts, once synonymous with black Amer- 
ica, is now more than 60% Latino. Add to 
the Latinos hundreds of thousands of 
Asian-Americans who have made their 
home a little to the north, and the blacks 
begin to look like a threatened minority. 

So far Latinos have been punching be- 
low their weight at the polls, not least be- 
cause so many of them are illegal immi- 
grants. In the 37th congressional district, 
which includes the cities of Carson and 
Lynwood, blacks make up 32% of the popu- 
lation but 55% of registered voters; Latinos 
make up 45% of the population and only 
16% of voters. But the sleeping giant is awak- 
ening. In 1993 Latinos cast only 10% of the 
votes in the mayoral election, according to 
Raphael Sonenshein, a political scientist at 
California State University; in 1997 they 
cast 15%, the same percentage as the blacks. 

Proposition 187, which tried to deny 
benefits to illegal and legal immigrants, 
politicised many Latinos; the recent 
naturalisation drive has increased the 
number of potential voters; and the emer- 
gence of successful Latino politicians such 
as Antonio Villaraigosa, the speaker of the 
Californian Assembly, has given even ordi- 
nary Latinos a taste for power. In the city’s 
fifth precinct, where non-citizens made up 
70% of the adult population in 1990, a 
quarter of all voters have registered in the 
past four years. 

Given the rise of the Latinos, the only 
chance blacks have of keeping a measure of 
power in an increasingly multi-racial city is 
to practise the art of coalition-building. 
“We must divest ourselves of group think- 
ing,” argues Joe Hicks, executive director of 
LA's human relations commission, “and 
start playing the game smarter instead." 

This ought to come naturally to a group 
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that managed to run the city for 20 years 
while never having more than 17% of the 
population. But Mr Bradley’s coalition of 
south-side blacks and west-side Jews has 
collapsed, first strained by the popularity 
of a black anti-Semite, Louis Farrakhan, 
and then broken by the 1992 riots. Those 
riots saw blacks conducting what 
amounted to a pogrom against Asian shop- 
owners, which shocked many Jews. And so 
far Mr Bradley’s successors have proved in- 
ept at adapting the art of coalition-building 
toa much more multi-ethnic world. 

This is partly because some leading 
black politicians have not woken up to 
changing demographic realities; and it is 
partly because coalitions are increasingly 
hard to build in such a racially fractious 
city. But there is a more serious reason, too. 
Some established black politicians are de- 
liberately using their power to exclude 
newcomers from both office and the fruits 
of office. One senior black politician, who 
would prefer to remain anonymous, even 
compares the behaviour of some of his fel- 
low blacks to that of segregationist whites 
in the South—and points out that such be- 
haviour can leave a long legacy of 
bitterness. 

Take Compton, a small town to the 
south of LA proper. In the 1960s, the white 
establishment tried to exclude a rising tide 
of black newcomers from power. Today a 


black establishment seems intent on mak- 
ing sure that history repeats itself, holding 
on to everything from the mayor's office to 
the city council to four out of five city jobs, 
despite the fact that Latinos make up 70% of 
the population. The mayor, Omar Bradley 
(no relation to Tom), even dismisses 
Latinos as “agitators”, and accuses them of 
anti-black feelings. 

In the megalopolis to the north, Latinos 
are increasingly willing to take both the city 
and the county government to court on the 
ground that they routinely discriminate in 
favour of blacks. It is not hard to find dra- 
matic examples of such discrimination. At 
the Martin Luther King Medical Centre in 
South Central, an area that has become ever 
more Latino, the Centre itself has become 
ever more Afrocentric. Susan Goldsmith, a 
journalist with New Times, has exposed a 
pattern of ethnic gerrymandering. As one 
example, an internationally renowned In- 
dian doctor was sacked when he refused to 
guarantee that a black would be made his 
second-in-command. 

For all that, it is hard not to feel a mea- 
sure of sympathy for LA's blacks. They have 
won a precious place in the city establish- 
ment only to see recent immigrants start to 
elbow them aside. And those recent immi- 
grants (who show no obvious zeal for em- 
ploying their black neighbours) have the 
cheek to borrow their strategies from the 


Known unto God, and DNA 


STLOUIS 


FY people who go to the national 
cemetery at Arlington, just over the 
river from the home of the American gov- 
ernment in Washington, DC, notice the 
massive stone boxes in a corner of the 
cemetery which hold thousands of un- 
known soldiers killed in the Civil War of 
| 1861-65. Most tourists go to see the Tomb 
of the Unknowns, where an honour 
guard stands day and night over the re- 
mains of four unknown soldiers of later 
days: one each from the two world wars, 
the Korean war and the Vietnam war. 
Each year the president lays a wreath in 
memory of the men who are, as Kipling 
| said of those in Britain’s Great War ceme- 
| teries, "known unto God". 

It now seems that one of them, the 
man from Vietnam, is not just God's se- 
cret. The technology of the 1990s may con- 
firm that he is Lieutenant Michael Blassie 
of the air force, whose family lives in St 
Louis. A military committee recently rec- 
ommended exhuming the remains and 
testing them. William Cohen, the secre- 
tary of defence, has agreed, and the re- 
| mains are already being moved from the 
| tomb. 
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Michael Blassie was a 24-year-old pi- 
lot flying an A-37 attack fighter the day he 
was shot down near An Loc in South Viet- 
nam in May 1972. Five months later, a 
search team at the scene of the crash 
found skeletal remains along with 
Blassie's identity card, a flight suit, an 
ejection seat and other items strongly sug- 
gesting whose bones these were. They 
were tentatively identified as Blassie's, 
and stored away in a military laboratory. 


UNITED STATES 


black civil-rights movement. Yet it is pre- 
cisely because blacks have such a huge stake 
in LA's public sector that they need to pro- 
ceed a little more intelligently than they 
have in the past few years. They need to for- 
get about slamming doors, and relearn the 
art of building bridges instead. Tom Brad- 
ley still has a lot to teach his people. 





Shipbuilding 
Nowhere to sail 


NEWPORT NEWS, VIRGINIA 


INCE America now commands only 1% 

of the world’s market for commercial 
shipbuilding, it is no surprise that some of 
its biggest shipyards are aiming their bows 
for a different haven: the America taxpay- 
er's pocket. Newport News Shipbuilding, a 
sprawling, century-old yard on the James 
River in Virginia, is the latest to quit the 
tanker-and-freighter business to concen- 
trate once again on a potentially more lu- 
crative customer: the American navy. 

The company, a publicly traded spin- 
off of a conglomerate, Tenneco, had re- 
turned to the commercial market only four 
years ago. At the time Federico Pena, the 
transport secretary, said this was a “power- 
ful sign” that the United States was back in 





But some other American pilots whose 
bodies were never recovered had been 
shot down in the same area; and the tests 
available at the time could not conclu- 
sively prove that this was Blassie. 

In 1980 the remains were reclassified 
as “unknown”, and called x26. Four years 
later x26 was chosen as the Unknown of 
Vietnam, and was ceremonially interred. 
As is the custom with the unknowns, the 
records were destroyed. 

Blassie’s family in St Louis, who had 
already erected a headstone for him in the 
Jefferson Barracks military cemetery 
there, refused to give up. After years of 
painstaking detective work, they began a 
quiet campaign to exhume the bones. 
DNA matching of the remains with 
Blassie’s relatives, a technology unavail- 





able in the 1970s, may now confirm what | 


the family suspects. If the remains are 
identified as his, they will be reburied in 
St Louis. Blassie's father, alas, did not live 
long enough to discover the truth. 

The new DNA testing will identify 
other unknowns from Vietnam. But the 
implications reach wider than that. A 
plan is now under way to obtain DNA 
samples from all American servicemen, 
and store them for the time when they 
may be needed. In America's future wars, 
there should be no Unknown Soldiers. 
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the world shipbuilding industry. But New- 
port News found it could not compete with 
more efficient yards in Asia and Europe. It 
suffered losses of more than $300m before 
announcing in March that it would aban- 
don its “Double Eagle” tanker programme 
and complete work on its last five commer- 
cial ships by mid-1999. 

Now Newport News and five other ma- 
jor shipyards in New England, California 
and along the Gulf of Mexico are looking to 
the Defence Department to keep them 
afloat. The navy, however, does not think it 
can oblige. Since the end of the cold war, 
naval shipbuilding has fallen from 20 
ships a year in 1989 to four or fewer now. 
The result is more shipbuilding yards than 
warships to build. 

But the alternative, commercial ship- 
building, is no brighter a prospect. The 
1996 shipbuilding industry report says that 
American yards would have to build be- 
tween 30 and 50 commercial ships a year to 
maintain their current capacity. That 
seems impossible, even allowing for the 
fact that America’s ageing merchant navy 
will need a fair number of new ships in the 
next three to five years. To reach that target 
the yards would have to find markets 
abroad, too. But productivity in many for- 
eign shipyards is twice that of their Ameri- 
can competitors, because their technology 
is better and their wages are lower. On top 
of that, yards in South Korea and Japan of- 
ten get government support, though in the 
shape of government-directed credit rather 
than subsidies. 

Some American yards do manage to 
keep just about afloat in the commercial 
market. Avondale Industries, a New Or- 
leans yard that builds transport ships and 
assault craft for the navy, has started a five- 
tanker programme, with the first ship to be 
delivered in 2000. Because these tankers 
will operate in American waters, American 
law says they have to be built in America. 
All in all, though, the study concludes that 
the industry is in a “depressed state”. 

So are the shipyards’ workers. As orders 
come and go, so do jobs. At Newport News, 
which has some 18,000 employees, the re- 
treat from commercial shipbuilding is ex- 
pected to put 600 people out of work. But a 
$1.2 billion navy contract to refit the nu- 
clear aircraft carrier Nimitz means they 
could be back on the job early next year. 
Carrier contracts are one of Newport 
News's strong cards. It is the only yard in 
the country that can build and overhaul 
nuclear carriers. It is one of only two—the 
other is Connecticut's Electric Boat Cor- 
poration—that can make nuclear subma- 
rines. Newport News and Electric Boat 
avoided a fight over the new Sea Wolf class 
of submarines last year by joining forces to 
build the first four boats. 

Some shipyards turn to state govern- 
ments for the subsidies and tax breaks the 
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national government will not give them. In 
Virginia, Newport News Shipbuilding this 
year sought more than $100m in tax reliefs 
to underwrite a carrier-research centre. But 
Jim Gilmore, the state’s new Republican 
governor, insisted on perfomance-based 
grants and a programme partly supervised 
by some of the state’s top universities. For 
the big yards, it still helps to have friends in 
higher places. Newport News and Ingalls 
Shipbuilding in Mississippi have some of 
the best. John Warner, a Virginia Republi- 
can, may soon become chairman of the 
Senate Armed Services Committee, which 
supervises the defence budget. And, bless 
him, Trent Lott, the Senate's majority lead- 
er, just happens to be from Mississippi. 





New York life 


All fall down 


NEW YORK 


RIME rates are not the only things fall- 
ing in New York. On May 10th two 
more buildings collapsed, the latest of 15 re- 
ported incidents of crumbling city build- 
ings over the past six months.Since the start 
of the year, two pedestrians have been 
killed by falling debris. Even Yankee Sta- 
dium has tottered: the 75-year-old structure 
was closed briefly when a 500lb steel beam 
came crashing through an upper deck. The 
spate of accidents has even the least neu- 
rotic of New Yorkers looking upwards. 
School buildings seem particularly 
fragile. A third of the students at a Queens 
school stayed at home recently after a 60- 
foot chunk fell from the school's facade. In 
Brooklyn, a 16-year-old girl was killed by a 
brick that fell off a school. Last month, the 





At least it didn't land on my head 


state's Supreme Court ordered the city to 
eliminate hazards in its 1,200 school build- 
ings; the decision arose from a lawsuit filed 
by a teachers’ union years ago. Even city 
shopkeepers have been affected by the 
crumbling fabric. In the hectic shopping 
days before Christmas, falling masonry 
and a burst water main shut down parts of 
Madison and Fifth Avenues. 

In a booming property market, devel- 
opers concentrate on new buildings; the 
older ones struggle to remain standing. AI- 
though there has been a surge in new build- 
ing permits, only 220 residential buildings 
were demolished in 1995, down from 2,325 
a decade earlier. Some will be refurbished; 
others will gradually lose bits. 

Some of the structural damage has 
proved politically useful. Rudy Giuliani, 
the mayor of New York, has long wanted to 
move the Yankees baseball team into Man- 
hattan from its current home in the Bronx. 
He has been lobbying hard for the $600m it 
would cost to build a new stadium in the 
city. Popular opinion is against tearing 
down the stadium both for sentimental 
reasons and for practical ones. Mr Giuliani 
has been criticised for suggesting that the 
money for a new stadium should come 
from new taxes. The troubled old stadium 
has found proponents who would like part 
of it declared a landmark, thus ensuring its 
survival. Any petition for landmark status, 
however, must be approved by the Land- 
marks Preservation Commission, which is 
controlled by the mayor. 

Mr Giuliani continues to insist the city 
is “in great shape”. Some of the building 
collapses are being blamed on the extraor- 
dinarily wet weather. April was the wettest 
month New York has experienced for ten 
years; May is proving just as bad. 

However, others think the age of the 
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No taxis without representation 


NEW YORK 


IDING in a yellow cab is the quintes- 

sential New York experience—fast, 
rude, dangerous and yet strangely exhila- 
rating. But for how much longer? In the 
latest stage of his campaign to transform 
the Big Apple into a civilised place, 
Mayor Rudolph Giuliani proposes tough 
new taxi regulations, including drug and 
alcohol tests for new drivers, heftier fines 
for driving offences, and a big increase in 
cabbies’ mandatory accident insurance 
coverage. 

As experts in bringing things to a sud- 
den halt, the cabbies believe they can 
stop these plans. So on May 13th most of 
them went on strike. Instead of the usual 
streams of yellow traffic, your correspon- 
dent counted only 25 cabs during a half- 
hour walk in midtown Manhattan, none 
with its “For Hire” light on. Life was par- 
ticularly grim for anybody using the 
city’s airports, which are poorly served by 
public transport. Worse may follow on 
May 21st, a week ahead of the Taxi and 
Limousine Commission's vote on the 





buildings is to blame. Most of New York's 
1m buildings were built before the second 
world war; but the city has only 60 building 
inspectors. Much of the work of enforcing 
building codes has been left to the build- 
ings' owners, who hire their own experts to 
assess building standards. In one instance, 
engineers noticed cracks in the ground 
floor of a building in Times Square but 
failed to notify city officials. The building 
collapsed 36 hours before revellers filled 
the area for New Year's eve. 





Democracy in Texas 
The frontier spirit 


HOUSTON 


IRABEAU LAMAR, the second presi- 

dent of the Republic of Texas back 

in the 1830s, declared that “the cultivated 
mind is the guiding genius of democracy.” 
James Fishkin, a professor of government 
at today’s University of Texas, would like to 
prove that Lamar was right. Mr Fishkin pro- 
poses to introduce to American politics the 
idea of “deliberative polling”. This is a pro- 
cess that would draw together a represen- 
tative group of ordinary people, have them 
listen to all sides of an issue, and then cast 
their considered votes on behalf of their fel- 
low citizens. He claims that the ancient 
Athenians used a similar system. Would it 
not be wonderful, Mr Fishkin muses, to res- 


THE ECONOMIST MAY 16TH 1998 





new rules, when a convoy of cabs is due | 
to proceed slowly over the Queensboro 
Bridge to City Hall, then Central Park, at 
the peak of the rush-hour. 

Diplomatic as ever, Mr Giuliani dis- 
missed the taxi-drivers’ complaints: 
“What they’re demonstrating for is to be 
able to drive 60-70 miles an hour, cut 
each other up and imperil people's 
lives.” He has a point. Since 1990, there 
has been a 40% increase in accidents in- 
volving taxis. And New York’s streets 
have never felt safer, or more civilised, 
than they did during this week’s strike. 








urrect the idea in a world where opinion 
polls are still merely a quick, come on, yes- 
or-no snapping up of instant reactions? 

Instead of asking a random sample of 
people to decide instantaneously whether 
they think America should bomb Iraq, Mr 
Fishkin would invite his representatives to 
spend a weekend learning the basics of 
American foreign policy, of Iraqi politics 
and of military power. He would let them 
put their questions to experts, and debate 
the matter among themselves. Then he 
would ask them for their answer. That is re- 
sponsible voting—the guiding genius, he 
argues, of democracy. 

Deliberative polling has already been 
taken up by the more sober television sta- 
tions. The Public Broadcasting System has 
commissioned such polls for presidential 
elections. It is in Texas, however, that delib- 
erative polling is first dipping its toe into 
the waters of actual decision-making.The 
state's Public Utility Commission (Puc) has 
ruled that Texas’s power companies must 
consult their customers about what the 
companies plan to do. To do this, the com- 
panies have turned to deliberative polling. 
“Initially I was sceptical,” says Pat Wood, 
the chairman of the Puc, “but the results 
have been extraordinary.” 

How is it done? After selecting his repre- 
sentative sample, Mr Fishkin provides 
them with a free weekend in a fancy hotel 
and a little money for expenses. They then 
go to school on the issues. Where electricity 
is concerned, you might think this would 
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be rather tedious. Yet the participants at a 
recent deliberative poll in Houston seemed 
genuinely enthralled to be given a voice. 
Their attention spans were prodigious; 
your correspondent nodded off several 
times, only to find on waking up that his 
companions were still bright-eyed and tak- 
ing notes. The spirit of Frank Capra de- 
scended on one group when a verbose exec- 
utive was asked to hush himself so that a 
teenage single mother could have her say. 

Mirabeau Lamar would have liked the 
Houston proceedings. His “cultivation of 
minds” was done in small groups, so that 
everyone could be heard, The groups were 
led by trained chairmen who made sure 
that all sides of the question got addressed. 
“There are no wrong answers,” everybody 
was told; this helped to keep the discussion 
surprisingly civil. Once they have learned 
the difference between gas and coal as 
sources of energy, the members of these lit- 
tle groups can put their questions to heavy- 
weights like a utilities commissioner or the 
local power company’s chief executive. 
“They have to feel that they are there to 
make a difference,” says Mr Fishkin. 

And they have. The Lone Star state is far 
more environmentally sensitive than most 
people had supposed. Texans want more 
renewable energy, from sources like wind 
and sun, and are willing to pay to get it. 

Before its weekend, the Houston group 
did not want to reach into its pockets for 
renewable energy or for energy-efficiency 
schemes. After hearing all sides of the story, 
group members were prepared to add an 
average of $6.50 to their monthly bill for re- 
newable energy and $3 for efficiency 
schemes. In Corpus Christi, the next city 
down the coast, 78% of those taking part in 
a similar exercise said they would be will- 
ing to pay a supplement for green energy. 
At the most recent deliberative poll, in 
Beaumont, near the Louisiana state line, 
support for renewables rose from 37% to 
68% in the course of the proceedings. 

It adds up to a vigorous prod in the ribs 
for the puc. Mr Wood says he will try to give 
Texas's electricity customers the choice of 
buying green power. Already the interest in 
renewables has led to the construction of 
windmills in flat west Texas, paid for by 
supplementary charges. 

Electricity is not the end of the matter. 
Mr Fishkin wants to improve the "town 
hall" style of democracy President Clinton 
is so fond of. “For the first time in 2,400 
years," he says, *a random sample of the 
population is being used to hear the voice 
of the people." The lobbyists are taking ner- 
vous note of all this. Already the coal lobby 
is said to be looking at ways of trying to dis- 
credit the results of deliberative polls. If 
they fail, the idea could spread into many 
other fields. And fail they may. Texans seem 
to enjoy being on the frontier of new ideas. 
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Welfare reform's Cassandras 


HE sits chewing gum at the supermarket till; offers an auto- 

matic "How y'doing?"; makes no eye-contact with the white 
customer, just a muttered "Have a good one" as she gives back 
the change. She is black, young, ill-educated and a single parent. 
But she has found a job, and so she counts as one of the many 
successes of the 1996 Personal Responsibility and Work Oppor- 
tunity Reconciliation Act (less clumsily known in the vernacular 
as "welfare reform" or *welfare-to-work"). 

She is also the stereotype that counts as evidence in Washing- 
ton’s battle of ideas. Welfare reform, much touted by the right 
and now grudgingly accepted by the left, means welfare recipi- 
ents can have only two years of continuous welfare payments 
from the government in Wash- 
ington; and there is a lifetime 
limit of five years. It also means 
that the states get a federal 
block grant for welfare only if 
they keep cutting their welfare 
rolls, which are supposed to be 
cut by half by 2002. 

So far so good. The caseload 
across the nation has fallen by 
a third since 1993 (some states 
had federal waivers allowing 
them to experiment early with 
reform). Last August President 
Clinton strolled into Mis- 
souri—the home turf of Dick 
Gephardt, the Democrats’ lead- 
er in the House and originally 
a sceptic about reform—and 
commented: “I think it’s fair to 
say the debate is over. We know 
now that welfare reform 
works.” In January, in his state- 
ofthe-union message to Con- 
gress, he declared that the pro- 
gramme was “two full years ahead of schedule” in the goal of 
moving another 2m Americans off welfare by 2000. “This is a 
grand achievement, the sum of many acts of individual courage, 
persistence and hope.” 

Well said, but what is mostly unsaid by Mr Clinton and the 
political class is that the achievement is also the result of a long- 
booming economy. Who will be the Cassandra to warn Ameri- 
cans that their good fortune cannot last forever, and, in the case 
of welfare reform, to spell out the consequences? Given the pusil- 
lanimous instincts of almost all politicians, the answer has to be 
with the policy wonks who dream up the politicians’ ideas in the 
first place. 

This week Bruce Katz and Kate Carnevale, two scholars at 


Washington’s Brookings Institution, ventured a much-needed 


word of caution. Their study, a “work in progress”, does not 
quite say that the emperor has no clothes, merely that his style of 
fashion may look out-of-date when the economy cools down. 
More particularly, they point out what should be obvious: wel- 
fare-to-work has succeeded better in some areas than others, and 
its relative failure is in the inner cities. In other words, while the 
nation may be cutting its caseload, the fact is that suburban and 
rural areas and towns are doing so much faster than big cities. 
"So what?", the more gung-ho reformers reply. The cities are 
still better than they were and human initiative, unshackled 
from the entitlement philosophy of earlier decades, is operating 





as it should: people are getting off their butts and finding jobs. 
The gung-ho are correct. But they should not stretch the point too 
far. The welfare rolls were falling even before the pressure of the 
1996 legislation; and most of the decline (one study reckons it to 


be 78% in the best-performing 26 states) was the result of a fa- | 


vourable business cycle rather than early experiments with wel- 


fare reform. The fact is that significant proportions ofcity-dwell- | 


ers—an appalling 47% in the case of Detroit, over 30% in 
Cleveland and over 20% in Milwaukee and St Louis—still live in 
what one academic, John Kasarda, has defined as "distressed 
neighbourhoods", characterised by "disproportionately high 
levels of poverty, joblessness, female-headed families, and wel- 
fare receipt." True, the number 
of such unfortunates is falling 
as those that can flee to the sub- 
urbs do so, but that only 
strengthens the link between 
place and poverty. 

So what should be done? 
Nothing, extremist ideologues 
will reply, arguing that liberal 
intervention will only breed 


dependent single-parent fam- 
ilies. Quite a lot, say the more 
thoughtful: for example, bigger 
tax credits so that supermarket 
check-out operators can afford 
child-care; or co-ordinated 
transport systems so that the 
poor in the "distressed neigh- 
bourhoods" can get to the jobs 
in the suburbs; or simply better 
co-operation between the gov- 
ernment agencies that deal 
with the poor. Most of all, per- 
haps, a recognition by state leg- 
islatures that they need to help the cities—too often dependent 
on a shrinking tax base—as much as the suburbs. 

Unhappily, none of this will happen quickly, if at all. The 
"riot politics" of the 1960s, when city mayors blackmailed funds 
from a government terrified of social unrest, is gone. True, the 
last big urban riot in America was a mere six years ago, in Los 
Angeles, but it has already been largely erased from the collective 
memory by an influx of new migrants and a growth of new busi- 
ness. Meanwhile, across the country, unemployment is at its 
lowest level for 28 years; inflation is, nonetheless, still trivial; 
and the stockmarket has soared to an Everest-high plateau. 

So no wonder most Americans, like the Greeks before them, 
will ignore the occasional Cassandra, predicting that once the 
good times slow the problem of urban poverty will only inten- 
sify. And no wonder the vote-hungry politicians of both parties 
will say nothing to spoil their euphoria. With half of America's 
adults putting money into the stockmarket, for everyone's sake 
let the good times just keep on rolling. The important thing po- 
litically is to claim the credit. And that is what Mr Clinton does 
better than most; it is this, midway through his second term in 
the White House, that keeps him floating high on the approval 
ratings despite his various peccadilloes, real or rumoured. As Ad- 
lai Stevenson, a talented Democrat who never reached the best 
address on Pennsylvania Avenue, once remarked: "Americans 
are suckers for good news." 








another generation of welfare- | 
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Travel the world smoothly on all six Star Alliance™ airlines — 
THAI, Air Canada, Lufthansa, SAS, United Airlines and Varig. 


Apply mileage points from qualified flights on any of the six 
airlines toward your overall frequent flyer status. 


Indulge yourself in any of our partners' lounges. More than 190 
around the world are open to eligible First and Business Class 
travellers and to Star Alliance Gold members. 


Redeem miles for reward travel on any of our six carriers, 
giving you more than 600 destinations around the world to 
choose from. 


Enjoy Priority Check-In on all of our partners’ flights. Regard- 
less of the airline you're flying, a priority counter awaits 
Star Alliance Gold members. 


Be more confident when trying to fly a sold-out flight. Priority STA 2 A L |_| FAY N & E 


Wait-List and Priority Standby* put Gold and Silver members 
toward the top of the list on any Star Alliance flight. The airline network for Earth. 


Thari Lufthansa 





*Where allowed by law. 
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Rhodia’s speciality chemists 
share that state of mind. 
E vervdav, our 26,000 staff worldwide, 
working with our customers, 
are innovating to provide you with 
increasingly effective products. 
Everyday, in the fields of cosmetics, 
clothing, foods, healthcare, 
the environment, 
transportation and manufacturing, 


we improve your daily life. 
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NORTHWEST TO THE U.S., 
NOBODY IS A MORE FREQUENT FLIER. 


The more often you fly to and from the U.S., the more you'll appreciate the network Northwest has D 
designed to make the journey simple. Like our 9 nonstop gateways—to give unparalleled convenience — 
and access to the Pacific Rim. Or, our convenient connections at Detroit that can shave up to seven hours travel 
time to the East Coast. And, to keep your life simple, the state-of-the-art customs and immigrations facility at 
Minneapolis/St. Paul will whisk you along with impressive efficiency. 


And, we are always looking for new ways to improve. Witness our new nonstop service from Tokyo to 
Anchorage* and Tokyo to Las Vegas." Plus 7 additional flights from Taipei each week. And 3 additional flights 
from Tokyo to L.A."* What's more, new Nagoya-to-Detroit service 5 times a week begins June 3. So next time you 
fly from Asia to the U.S., go with the people who fly most frequently. Call your travel agent or Northwest Airlines. 


M, NORTHWES1 
7 Mus ( j A s 


BRIDGING ©1998 Northwest Airines inc Northwest recycles enough paper products in one year to save 16,000 trees o 
1C “Beginning June 18, 1998, "Beginning june |, 1998. “Beginning june 5. 1998. 
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Paraguay’s general makes his 


come-back 


ASUNCION 


In 1996, Paraguay came close to becoming the first South American country 
back to military rule. It did not happen. But the true victor of this 
week’s presidential vote was the not-quite coup organiser of 1996 


F THE world's political par- 

ties, only Mexico's PRI can 
claim longer continuous power 
than Paraguay's Colorados. They 
have governed—mainly misgov- 
erned—their country for 51 years; 
35 of them under the dictatorship 
of Alfredo Stroessner and, since 
1989, in a hesitant democracy. 
Paraguay remains one of the least 
developed and most corrupt 
countries in South America. 
Now, after last Sunday's elec- 
tions, the Colorados are to have 
another five years. And turbulent 
years they may prove. 

Not that turbulence will be 
new. In the past two years, much 
of the banking system has col- 
lapsed and the economy has lan- 
guished. Administration has 
been all but paralysed by a feud 
between President Juan Carlos 
Wasmosy and General Lino Oviedo, who 
in April 1996 staged a not-quite coup in re- 
sponse to his sacking as army commander. 
Pressure from Brazil and Argentina, the 
country's Mercosur partners, and from the 
United States, blocked him. But the general 
went on to win the Colorado presidential 
candidacy in September, only to be jailed, 
belatedly, by Mr Wasmosy in December. 
Yet he maintained his candidacy—and his 
hold on the voters. To block his path, Mr 
Wasmosy and his pals who now run the 
armed forces came close to staging a coup 
oftheir own in March. 

The same outside pressure stopped that 
too. And at last, General Oviedo, by now 
jailed by an army court for ten years, was 
forced by a civil one to renounce his candi- 
dacy. For the country's liberal and social- 
democratic opposition, united in the Dem- 
ocratic Alliance, the presidential election 
on May 10th seemed in the bag—so in the 
bag that the (yes, ruling) Colorados claimed 
it had been stitched up in advance. 

Not so. The Alliance lost and by a large 
margin. With most votes counted, Raul Cu- 
bas, General Oviedo's close friend, vice- 
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presidential nominee and stand-in as Col- 
orado candidate, had won 54%, against 
42.5% for the Alliances Domingo Laino. 
Worse still for the Alliance, the Colorados 
seemed to have regained the congressional 
majority they lost in 1993 to the (then di- 
vided) opposition, and won 15 out of 17 de- 
partmental governorships. 

Nor could the opposition blame its de- 
feat on the traditional fraud and intimida- 
tion. One of Mr Wasmosy's few effective re- 
forms—fiercely opposed by his own party— 
was that of the electoral institutions and 
the voters’ roll. Watched by international 
observers, 85% of the electorate voted, in the 
cleanest ballot in Paraguay's history. 

Mr Laino, an old-fashioned populist, 
ran a poor campaign. But that was not why 
he lost. The revellers who thronged the cen- 
tre of Asuncion on election night may have 
voted for Mr Cubas, but their allegiance, as 
they chanted noisily, was to "Lino O". Con- 
fined though he was in an infantry bar- 
racks, this was General Oviedo's victory. 

He has proved himself Paraguay's most 
skilful, strong and popular politician. A 
messianic authoritarian, accused by his en- 


emies of all manner of shady dealings, he 
owes his power to his organisational skills 
and those of the 200-plus officers cashiered 
with him. Almost alone in the political 
elite, he speaks fluent Guarani, the Amerin- 
dian first language of the common people. 
His message—mendacious but effective—is 
that of the strongman who promises jobs, 
security and an end to corruption. 

Still, it is Mr Cubas who will take office 
as president in August. A businessman, he 
owes his wealth to contracts 
handed out by the Stroessner re- 
gime for the building of the huge 
Itaipu dam.A stand-in he may be, 
but no puppet, his friends say; he 
is as firm and stubborn as Mr 
Wasmosy is flabby. Just as well, 
for he faces two immediate prob- 
lems. One is his proudly illiberal 
vice-president, Luis Maria Ar- 
gana, who last year lost the Color- 
ado primary to General Oviedo, 
but who as party chairman re- 
mains powerful. The other is 
General Oviedo. 

Mr Cubas has promised him 
"justice". That could mean a 
presidential pardon, or an am- 
nesty law from the new Congress, 
which takes over in July. The cur- 
rent top military men, no admir- 
ers of his, will have things to say 
about his future. But one way or 
another the general will soon be 
free—to enjoy power without responsibil- 
ity, a nasty prospect for the new president. 

Mr Cubas suggests the general might re- 
place Mr Argana as the Colorado Party's 
chairman next year. That should leave Mr 
Cubas free to govern, and to push through 
the economic reforms that Mr Wasmosy 
could not. It is not an ideal outcome for the 
United States or Paraguay's neighbours, but 
one they will accept. But will General Ovi- 
edo? He is a man not to be underestimated, 
as the past two years have shown. How gov- 
ernable Paraguay will be remains an open 
question, and a worrying one. 





Venezuela 
Down to earth 


CARACAS 


ES, but can she win? Irene Saez, the 
Miss Universe of 1981, at last threw her 
tiara into the ring for Venezuela's presiden- 
tial election, ata morning-long lovefest in a 
Caracas arena, complete with oiled snake- 
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Just one of the people 


dancers, cheerleaders and salsa singers. For 
months she had led the polls. Now her cam- 
paign needs a facelift: she has been over- 
taken by Hugo Chavez, the colonel who all 
but carried out a coup in 1992. 

The lift will not be easy. Ms Saez is the 
first woman to make a serious stab at the 
presidency, and her blond hair still draws 
more attention in this country of brunettes 
than her policies. She makes much of her 
religion; her experience of office is two 
terms as mayor of a well-off district of Cara- 
cas—hardly typical of Venezuela. And 
though she has taken brush-up courses in 
economics and other stately concerns, 
many doubt her ability to lead, or to solve 
the problems brought by the slump in oil 
prices. Some see her as a Venezuelan Barbie 
doll, easily manipulated by her advisers, 
some of whom are none too savoury. And it 
is easy to mock her movement for “renova- 
tion and new hope”, whose Spanish acro- 
nym is, conveniently, IRENE. 

Still, Ms Saez is not the first politician to 
go in for gimmicks; she has won past office; 
and she is trying to look worthy of a higher 
one. She has recently combed her blond 
mane back, evoking the image of Evita Pe- 
ron. Her early policy statements concen- 
trated on the need for Venezuela to have a 
prime minister and a currency board, 
hardly the small talk of the average beauty- 
contest watcher. Lately she has put empha- 
sis on fighting corruption, hunger and dis- 
ease—a tacit recognition of Colonel 
Chavez's inroads among poor voters. 

Glitches remain. Ms Saez herself seems 
uncertain what face to wear: the soft-spo- 
ken woman of reason or a loud champion 
of the poor. Her acceptance speech alter- 
nated between gentle phrases and an al- 
most belligerent barking that bored many; 
by the end, nearly a third of the audience 
had filed out. She will have to do better, if 
she is to overtake el comandante, as the 
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front-runner is known. Most recent polls 
have put him at least five points ahead. 

Yet she seems pretty certain of a power- 
ful ally: she has won the backing of certain 
leaders of Copel, the social-Christian one 
of Venezuela's two big parties. The party's 
support looked likely to be ratified at a spe- 
cial COPE! meeting this week. 





Mexico 


Too much 


€6 X 7A BASTA", Mexico's Zapatist leader 
"Subcomandante Marcos" is fond 
of saying: enough is enough. With good rea- 
son, as the massacre of 45 Amerindians in a 
Chiapas village just before Christmas 
showed. But this week the government felt 
thesame way; and arguably it had good rea- 
son too. 

Since the massacre, which cost Mexico's 
interior minister his job, Chiapas has at- 
tracted foreign journalists, academics, cler- 
ics, human-rights observers and others in 
swarms. The interior ministry last month 
warned foreigners that observing was one 
thing, political meddling another. The ac- 
tions of the latest swarm, the ministry de- 
cided, were more than enough: out they 
must go, and out, at the weekend they went. 

A swarm they were: 134 Italians, who 
had arrived on ten-day visas, ostensibly to 
observe. In fact, they came—as the Italian 
name of their group, Gia Basta, suggested— 
to offer the Zapatists their support. Forbid- 
den to visit sundry rebellious villages, they 
went there anyway, and then tried to get 
their visas extended so they could visit 
more. No, said the government, fed up with 
"revolutionary tourism". Most of the Ital- 
ians flew out voluntarily, not before disput- 
ing with the airline the extra fares they 
would have had to pay were their stay ex- 
tended; 40, early on Monday, were sum- 
marily expelled. "An insult to our country," 
said a spokesman for the group. And ours, 
was a widespread Mexican response. 

The incident may not end there. The 
group, which included four left-wing Ital- 
ian members of parliament, on Wednes- 
day met members of the European Parlia- 
ment, already keen on proposed links 
between human rights in Chiapas and the 
EU-Mexican trade deal that is now being 
negotiated. But whether Gia Basta's real 
concern is justice in Mexico or politics in 
Italy is unclear. 

The group was born some three years 
ago. It owes much to Rifondazione Com- 
unista, a hardline faction that rejected re- 
form of Italy's old Communist Party. This 
faction's leader, Fausto Bertinotti, had re- 
turned enraptured from a visit to the sub- 
comandante; here, at last, was a real-world 
yet unsullied class warrior. But the group 


also includes Catholic activists, anarchists 
and members of what Italians call the cen- 
tri sociali—commune-dwellers, drop-outs 
and suchlike. In sum, a typical European 
campaign for a cause in a far-off country of 
which its members know almost nothing. 

Still, the campaign has made plenty of 
noise; first, around Mexican consulates in 
Italy, then, after last December's massacre, 
at a demonstration in Rome that drew 
50,000 people. As for knowing nothing, 
was that not why the 134 went to Mexico? 
No, said that country’s peace co-ordinator, 
Emilio Rabasa, as he prepared to welcome 
five Canadian parliamentarians who had 
come genuinely, he said, for that purpose. 
And from now on all human-rights delega- 
tions to Chiapas must prove their experi- 
ence in that field and will be limited to ten 
people, for ten days, and that’s it. 





Nicaragua 


Scandals left 
and right 


MANAGUA 


ee NE'S a child-abuser, the other's a 
drug courier," is how Nicaraguan 
cynics now describe their country's two 
leading political figures—Daniel Ortega, 
the Sandinist former president, and 
Arnoldo Aleman, the current, right-wing 
president. Of the two it is Mr Ortega who is 
deeper in scandal. But not by much. 

Mr Ortega's trouble is nasty indeed: ac- 
cusations from his step-daughter, Zoil- 
america Narvaez, of sexual abuse dating 
back to her childhood. Her charges, made 
repeatedly since early in the year, have split 
his party, which he still leads, and may end 
his political career, if not quite yet. He has 
heart problems; they may one day prove 
convenient. 

Sandinist leaders are now closing ranks 
around Mr Ortega. He is likely to be recon- 
firmed as general secretary at a party con- 
gress opening on May 22nd. His colleagues 
fear that, without its best-known figure, the 
party will collapse. And no clear successor 
is standing in the wings. But the affair risks 
tainting the whole party. 

Mr Ortega denies the charges. His col- 
leagues’ readiness simply to accept his 
word is a tactical error, critics say. "Unless 
they tackle the issue openly,” says one, “it 
will fester on, dividing and discrediting the 
party.” Already some leading Sandinists 
have been expelled for taking Zoilamerica’s 
side, others for merely seeking an inquiry. 
Some women prominentin the party are in 
revolt, threatening to walk out of the con- 
gress; its proposed three-day duration has 
just been cut by half, presumably to turn it 
into a rubber-stamp affair, though it was 
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originally seen as a forum for party reform. 

Reform is badly needed. Even before 
this affair the Sandinists, though still the 
main opposition party, were losing sup- 
port, especially among young people. 
Voted out of power in 1990, Mr Ortega lost 
badly to Mr Aleman in October 1996, and 
the party has done poorly in congressional 
and Atlantic-coast regional elections. To- 
day it may have 25% of the vote, compared 
with 40% two years ago. 

The reason is failure to adapt. Nicara- 
gua is still very poor, thanks, in part, to its 
past of mingled Sandinist economics and 
American-inspired guerrilla war. But after 
years of right-wing rule, the party should 
have been able to capitalise on discontent. 
It has not. Nor has it adapted to the politi- 
cal change. It remains stuck in its guerrilla 
and military past, its structure hierarchical, 
its rhetoric confrontational, its socialism 
unreconstructed. On top, it has built a 
personality cult around Mr Ortega. 

Sandinists used to dismiss the scandal 
as a political, even CIA, plot. But doubts are 
growing. Mr Ortega’s relationship with his 
stepdaughter—now a married woman of 
30—was an open secret in inner party cir- 
cles in the 1980s. One leading Sandinist ad- 
mits it would be “political suicide” to run 
him again as a presidential candidate. 

Strangely, political opponents have not 
made much capital out of the Sandinists' 
embarrassment—from macho solidarity, 
perhaps, in a society where domestic vio- 
lence and abuse of all kinds is epidemic. A 
recent survey found one woman in four, 
one man in five, ready to say they had been 
sexually abused before the age of 12. Lurid 
tales of rape, sexual abuse and assault are 
reported almost daily. In this general nasti- 
ness, many leading figures, in politics and 
even the church, are said to have skeletons 
in their own cupboards. Certainly, few 
show much zeal to investigate Mr Ortega’s. 

Mr Aleman's skeleton, in a still unfold- 
ing drama, is a Lear executive jet. The presi- 
dent and his entourage have been using it 
for official trips for the past four months. 
Recently news leaked out that it had been 
stolen in December from Florida—and 
that, between presidential flights, it had 
made some 30 flights inside Nicaragua, to 
Costa Rica and to Colombia, carrying co- 
caine. So far the plot revolves around a Cu- 
ban-American with a drug-marked past— 
the aircrafts *owner"—and his links with 
the now-suspended head of civil aviation, 
Mario Rivas, who registered the stolen 
plane (and is related both to the head of the 
national police and to the president). 

The affair, opinion polls suggest, has 
badly damaged the little trust Nicaraguans 
had in their politicians, widely seen as self- 
interested and self-enriching. Mr Aleman 
has authorised investigations, and this 
week told a judge that he knew nothing of 
the plane, first-hand, except that he had 
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used it, the government having no such air- 
craft of its own. The Cuban-American, who 
is alleged to have helped finance his cam- 
paign, was no friend of his, he said. 

Mr Aleman has asked for American 
help in the affair, and says heads will roll. 
But it is unclear just who deserves that fate. 
At the least, critics say, the affair is symp- 
tomatic of his presidential style. “He runs 
the country like his coffee plantation,” says 
one diplomat, pointing to the president's 
habit of replacing long-serving and quali- 
fied officials with cronies and relations. 
Others say much worse than that. 





Canada 


Losing the 
franchise 


MONTREAL 


lem spring is when ice-hockey officials 
should be biting their nails over the 
play-offs that start as the league season 
closes. With a long summer ahead, base- 
ball's bigwigs are meant to be fine-tuning 
the line-ups of their squads. Instead, recent 
weeks have seen Canada’s sports owners 
lined up outside parliament, begging for a 
dime. They cannot compete, they say, with 
clubs in bigger, richer, more sports-mad 
markets in the United States; without tax 
relief or government capital for new facili- 
ties, they will have to take their franchises 
south across the border. 

The club closest to leaving home is the 
Montreal Expos, this year celebrating its 
30th birthday as the first major-league base- 
ball franchise outside the United States. 
The team has been a perennial David of 
young, underpaid players who regularly 
topple rich American Goliaths. But few 
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The Expos play unwatched 
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Montrealers attend its games, played in the 
out-of-town, inhospitable Olympic Sta- 
dium. So even with a yearly payroll of only 
C$13m—$9m in the United States, where a 
single star may earn more than that—and 
help from a league-wide revenue-sharing 
system, the Expos run at a loss. 

Now their owners have had enough. Be- 
sides private investors, these include the 
city of Montreal and Quebec's influential 
credit-union movement. Even so, unless 
sundry levels of government promise 
C$150m ($105m) for a new city-centre ball- 
park by the end of June, the consortium 
says it will take the franchise to Virginia. 

Yet it is the state of ice hockey, Canada's 
native game, that threatens the harshest 
blow to the national pysche. As in most pro- 
fessional sports, pay levels have rocketed in 
recent years, the more painfully as Cana- 
da's dollar has slid. Its six National Hockey 
League (NHL) teams have been losing a total 
of about C$90m a year in recent seasons. 

With salaries expected to double by 
2002, club owners say the franchises in Ed- 
monton, Calgary, Ottawa and Vancouver 
could soon go south—as the Quebec city 
Nordiques and Winnipeg Jets already 
have, to Denver in 1995 and Phoenix in 
1996 respectively. At best, they say, penny- 
pinching will leave the teams as perpetual 
cellar-dwellers. The season that has just 
ended offered a warning: not one Cana- 
dian team finished in the top ten of the 26- 
team NHL. 

Canada’s problems—in hockey, base- 
ball and basketball alike—are worsened by 
the generosity of American cities and states 
to sport. As the Expos point out, local tax- 
payers, or at best bond-buyers, have paid 
80% of the costs of the dozen big ballparks 
built in the United States in the past de- 
cade. In Canada these days austerity is prac- 
tically a state religion. As Quebec's finance 
minister told the Expos, “the timing isn’t 
good.” Another minister added: “Public 
losses for private profits? I think not.” 

Indeed Canadians in general feel that if 
aclub can afford to offer a goaltender $5m a 
year, even to stand asa target for high-veloc- 
ity, frozen rubber discs, it can afford to pay 
property tax. Americans do not agree: in 
1997 the 20 American NHL clubs paid a to- 
tal of $4m in property and capital taxes, the 
six Canadian ones $15m. 

Airing of such discrepancies has had 
some politicians talking of a complaint of 
unfair practices under the North American 
Free-Trade Agreement. Exempt ticket sales 
from federal sales tax, suggest others. For 
the Expos, these ideas may already be too 
little, too late. As one fan opined recently in 
an Internet discussion: "No one comes out 
to the games. The city politicians don't care. 
The provincial politicians don't care. And 
now the federal politicians don't care. Stick 
a fork in this franchise, folks, it's done." 
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“At IMD, you learn how to 
make things happen" 








Frank Galuppo Ching-Feng Liao Michael Lutz 
Managing Director, Vice President, Director of Human Resources 
Lucent Technologies Lucent Technologies Systems & Technology, 
Network Systems CHINA Lucent Technologies 





Network Systems 
UNITED STATES 


GERMANY 


These three executives from Lucent Technologies attended it makes for a powerful learning experience. IMD has been 
Leading Corporate Renewal at IMD to help them take among tne leaders in executive education for more than 50 
advantage of the rapidly changing business environment years; our high standards are recognized in the business- 
around them. It's a two week program that starts with the school ratings of both Business Week and US News & World 
importance of linking change to value creation in support of Report. 

business strategies. And then helps participants understand 

how to mobilize their organizations and get the commitment Our world-wide network of over 30,000 alumni includes the 
needed to master ongoing change. Participants develop and senior management of some of the world’s most successful 
benchmark their action plans in workshop sessions. companies. 

IMD programs all share one great strength. They combine the If you want to capitalize on your leadership potential and give 
opportunity of interacting with a highly qualified faculty, many of your company a competitive edge, you should carefully 

whom are recognised leaders in their field, and working with a consider attending one of the following management programs 
very diverse mix of international participants. at IMD, the world's most international business school: 
Accelerating International Growth Leading Corporate Renewal Leading the Family Business 
Making it work through people Creating and managing strategic change initiatives Critical issues in managing family-owned business 
Starting dates Starting dates Starting dates 
Nov 16, 1998 or Nov 22, 1999 Aug 24, 1998 or Aug 30, 1999 Oct 4, 1998 or May 9, 1999 
Mobilizing People Orchestrating Winning Performance 
Mobilizing human talent to meet corporate objectives IMD's latest thinking on key management issues 


Starting dates 


Jun 24, 1998 or Jun 30, 1999 





Starting dates: 
Sep 27. 1998 or May 16. 1999 IMI 


. IM 
Real World. Real Learning 
Please contact Ms. E. W. Vuichoud at the International Institute for Management De velopment, Lausanne, Switzerland. 
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Hey, anybody want a gun? 


As small arms cascade from one war zone to the next, limited efforts are being 


made to staunch the flow 


OVERNMENTS and arms experts, hav- 
ing haggled over chemical weapons, 
nuclear tests and landmines, are now turn- 
ing their attention to small arms, which ar- 
guably pose an even greater threat to hu- 
man life and civilisation. The G8 group of 
rich countries, including Russia, which will 
be meeting in the English city of Birming- 
ham on May 15th, is the latest forum to back 
the idea of a global agreement to stop ille- 
gal trafficking in hand-held weapons. More 
cautiously, the G8 has agreed for the first 
time that the proliferation of legally sold 
guns might be a problem too. But even if 
new deliveries were banned tomorrow, the 
tens of millions of rifles, mortars and 
shoulder-launched missiles already in cir- 
culation have the potential to create may- 
hem for decades to come. 
Kalashnikovs, like mobile 
phones and home computers, 
get cheaper and more ubiqui- 


factory in north-west Pakistan that uses an 
ancient lathe, of British empire vintage, to 
produce a pirated, but perfectly functional, 
version of the gun. With only 16 working 
parts, it is an easy weapon to reproduce. 

In urban South Africa, the black-market 
price for an AK-47—the Kalashnikov's best- 
known version, named after the year it was 
first produced—has tumbled over the past 
four years from several hundred dollars to 
$20. Even so, it is profitable to smuggle AK- 
47s to Johannesburg from Mozambique, 
where the price is $6, or Angola, where one 
can be got for a bag of old clothes. 

However sincere the G8's commitment, 
no policymaker has yet devised a simple 
way to bring order and openness to a trade 
whose legal turnover has been estimated at 
around $5 billion a year—plus at least as 


| Toys for the boys | 
Assault-rifle production, 1945-90 


much again on the black market. Unlike 
tanks or large rockets, the movement of 
light weapons cannot easily be monitored 
by spies or satellites, so the old model of 
arms-control agreements, backed up by 
verification, hardly applies. Many of the 
states that would have to enforce a small- 
arms accord are too weak (partly because of 
the challenge they face from armed rebels 
or criminals) to do so. 

On the other hand, the G8 leaders can- 
not ignore the signs that small-arms prolif- 
eration has madea mockery of state author- 
ity in many parts of the developing and ex- 
communist worlds, including regions, 
such as Central America and the Balkans, 
which are uncomfortably close to comfort- 
able western homes. At differing speeds 
and with differing audiences in mind, they 
are attending to the problem. 

So far, the nearest thing to a practical 
step was last November's agreement by the 
Organisation of American States to co-op- 
erate in clamping down on the export of il- 
legal weapons. Among other matters, the 
accord responded to a long-standing Mexi- 
can grumble: “We can’t stop drugs flowing 
north so long as we are inundated by the 
southward flow of the guns that are so cher- 
ished by our freedom-loving northern 
neighbours.” To create a better “audit trail”, 
it was agreed that guns should be marked 
with the time and place of manufacture, 
and (if they cross borders) with the import- 
ers name. But, in deference to America’s 
National Rifle Association, it was stressed 
that there should be no impediment to re- 
tail gun sales in the United States. 

The next step came in Austria, on April 
30th, when the United States joined 45 
other countries in promising to work for a 
United Nations protocol on small-arms 
traffic. This exercise is also expected to be 
ultra-respectful of the rights of American 
gun-owners, thanks to strident lobbying in 
the corridors of Vienna by Tanya Metaksa, 
the NRA's executive director. Calls by Japan 
for curbs on the possession of firearms, as 
well as on illegal trafficking, were excori- 
ated by Mrs Metaksa as “meddling in the 
internal affairs of the United States", and 
struck off the agenda. 

The European Union, for 
its part, will probably agree 
late this month on an ethical 
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designed rifle is made under 
licence, there is a makeshift 
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for the other 13 EU members to 
accept, but it seemed the fur- 
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thest France would go. Time will tell wheth- 
er Britain’s embarrassment over covert sup- 
plies to Sierra Leone (see page 63) will make 
it more or less zealous in the cause. 

The sad thing is that neither the oas, 
nor the UN, nor the Eu is likely to cause any 
immediate worries to the gun-runners of 
Africa, Afghanistan or the Balkans. The UN 
accord on gun-running and trans-national 
crime will take at least two years to bring to 
completion. According to Virginia Gamba 
of the Institute for Security Studies, based 
near Johannesburg, South Africa cannot 
wait that long, as it rushes to share basic po- 
licing skills with its neighbours. Nor, as yet, 
have attempts to get rid of weapons in for- 


mer conflict zones by amnesties or buy- 
backs had much success. In the words of 
Chris Smith, a light-weapons expert at 
King’s College, London, “You have to think 
laterally, because tools designed for other 
sorts of arms control don’t work.” 

It may be more realistic to restrict the 
ammunition that is so cheap it is unattrac- 
tive to smugglers. To counter the fact that 
assault rifles are long-lasting—and there- 
fore outlive the conflicts for which they 
were first intended—Mr Smith suggests 
manufacturing rifles with “built-in ob- 
solescence"—or designing bullets that pro- 
gressively "scar" or damage the weapons 
that fire them. 





Palestinians 


The high price of sticking with Oslo 


RAMALLAH 


Though Yasser Arafat relies on America’s diplomatic efforts, many fellow Pal- 


estinians are questioning the cost 


S THE Oslo peace pro- 
cess squirms in what 
looks like, but probably is 
not, its death throes, the Pal- 
estinians are commemorat- 
ing an older tragedy. On 
May 14th, a week or so after 
the Israelis (working from 
the Hebrew calendar) cele- 
brated their country’s 50th 
birthday, it was the turn of 
the Palestinians to observe 
the anniversary of al Nakba 
or “the catastrophe”. This is 
the term Arabs use to de- 
scribe the establishment of 


Israel and the dispersal of Is Arafat the fool... 


some 750,000 Palestinians— 
over half the indigenous Arab popula- 
tion—from Palestine. 

Thanks to the grid-like security arrange- 
ments the Israeli army has imposed in the 
occupied territories, and the restrictions on 
movement, the marches and demonstra- 
tions were suppose to be confined to the 
Palestinian Authority’s self-ruled areas. The 
Palestinian police struggled to keep the 
protests under control. Even so, there were 
fierce clashes with Israel's security forces, 
resulting in the death of at least eight Pal- 
estinians and many injuries. 

Mr Arafat continues to put his faith in 
American diplomacy to squeeze as much 
West Bank land as it can from Binyamin 
Netanyahu (despite the passing of Ameri- 
ca's May 11th deadline, talks limped on this 
week between Mr Netanyahu and Made- 
leine Albright, America's secretary of state). 
But the American proposal, which Mr 
Arafat has accepted and Mr Netanyahu has 
not, would mean that the Palestinians 
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would enter what is sup- 
posed to be the final round 
ofthe peace process with less 
than 40% of the West Bank 
under their full or partial 
control. The rest would be Is- 
rael’s to bargain with, 
gravely weakening the Pal- 
estinian position on such is- 
sues as borders, Jerusalem 
and settlements. It is a terri- 
torial advantage Mr Netan- 
yahu has long sought and 
which, many Palestinians 
think, he would be a fool to 
refuse. They also think Mr 
Arafat a fool for accepting it. 
This is a line used point- 
edly by the Islamist movement, Hamas. 
While Mr Arafat has been getting nowhere 
with the Israelis, Hamas's spiritual leader, 
Sheikh Ahmed Yassin, has been receiving 
regal treatment on a tour of the Gulf states 
that has so far included 
Saudi Arabia, Qatar, Kuwait 
and Iran. In Saudi Arabia he 
sat next to two of King 
Fahd's brothers at a special 
reception; he has also, ac- 
cording to one report, been 
given $25m in private dona- 
tions for his movement. 
Since last October, when 
he was released from an Is- 
raeli prison (in exchange for 
two Israeli agents held by 
Jordan after their botched 
assassination attempt on a 
Hamas leader, Khaled Me- 
shal), Sheikh Yassin has pre- 
sented himself as the moder- 





ate face of Hamas, striving to reach some 
kind of an “understanding” with the PA. 
The understanding boils down to Hamas 
refraining from terrorist attacks against Is- 
rael so long as Mr Arafat resists Israeli and 
American pressure to crack down on all its 
activities. Hamas believes it has kept its end 
of the bargain. There have been no attacks 
on Israelis, claimed by Hamas, since the 
sheikh was released from jail. 

The PA, however, cannot claim to have 
kept faith. After the killing ofa Hamas lead- 
er, Muhyiaddin Sharif, in March (the result 
of “an internal feud inside Hamas,” says 
the PA; the work of "Israeli collaborators", 
says Hamas), the PA arrested 50 Hamas ac- 
tivists, including its spokesman in Gaza, 
Aziz Rantisi. Most were detained without 
charge and some, according to Amnesty In- 
ternational, were subjected to “systematic 
torture" by their PA jailers. 

The crackdown, mild by earlier stan- 
dards, won Mr Arafat praise from President 
Bill Clinton. But on May 10th Sheikh Yassin 
denounced him for submitting to “Ameri- 
can ideas". Speaking from the Gulf, the 
Sheikh gave warning that “martyrdom” 
(suicide) "operations are coming" to 
"avenge the blood of those killed by Jews 
and their collaborators". 

Should Hamas act on this threat, it 
could finish off the peace process. It would 
also trigger another full round of PA repres- 
sion, against Hamas's political, as well as its 
military, wing. This would be a battering 
that Palestinian society might by now be 
unable to absorb. After the recent arrests of 
Hamas suspects, the PA's attorney-general, 
Fayaz Abu Rahme, resigned in protest at 
"the interference" in his work by the PA's 
myriad security forces. 

According to a Palestinian human- 
rights group, another 65 judges have ten- 
dered their resignations for much the same 
reason. If the resignations were carried out, 
it would mean the end to an independent 
judicial system in the West Bank and Gaza. 
In its stead would be an authority that 
ruled exclusively through its militias. 

If such is the price of Oslo, say many 
thoughtful Palestinians, it is 
too high. They are calling for 
a "united national review” 
of the peace accords and for 
the formation of a political 
strategy that goes beyond 
them. All are demanding 
greater democracy in the PA 
and the rule of law in Pal- 
estinian society. Such re- 
forms are needed, they say, 
not only to preserve domes- 
tic peace between Palestin- 
ians but also to ready Pal- 
estinians for a new national 
struggle if and when the 
peace process collapses. 
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Freely wandering in lraq gardless of whatever subversive ideas they 
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| BAGHDAD 


| Te CROSS the Iraqi border is to pre- 
| pare for the worst. Countless clerks de- 
mand big bribes simply to process the 
necessary paperwork. Grinning medics 
in a grubby clinic exact blood samples 
from all new arrivals. Unsmiling police- 
men subject passports and luggage to 
| minute examination. But beyond the 
| frontier post, the atmosphere in Iraq 
turns out to be no more oppressive than 
in some neighbouring countries—and in 
some respects, less so. 

On the 500-kilometre (about 300- 
mile) drive from the Jordanian border to 
Baghdad, there is just one police check- 
point, compared with five on the first 200 
kilometres on the Jordanian side. And the 
Iraqi policemen simply wave most cars 
through, without bothering to check any 
| documents. In Baghdad, print journalists 

(although not television crews) are left to 
wander alone and speak to whomever 
they please. The secret police, although 
doubtless present, keep out of sight, un- 
like their counterparts in many other 
Arab countries. 
And the people a journalist speaks to 
are willing to reply, if not about political 
subjects. Many express affection for the 
| 
| 





United States and Britain, despite the 
government's blistering anti-western pro- 
paganda. The bravest whisper wisecracks 
about the ruling Baath Party, or Iraq's con- 
tinuing claims to Kuwait. One taxi driver 


| discusses the difference between demo- Embargo? American culture slipsby ^ ment the villagers’ reaction. 


South Africa 


Hail a taxi and die 


SOWETO 


HEN people say that “business is 
war’, they are usually being preten- 
tious. Not if they run minibus taxi firms in 
South Africa. Rather than installing more 
comfortable seats or lowering their fares, a 
number of fleet owners have concluded 
that the best way to compete for passengers 
is to hire hitmen to shoot at rival taxis. 
On May 11th, five people were killed in 
a shootout over a lucrative route leading 
into Pretoria. Earlier this month, the army 
was briefly deployed in Soweto, a township 
near Johannesburg, after seven locals were 
murdered in taxis in a single week. In 
Gauteng province, which includes Pretoria 
and Johannesburg, the taxi wars have killed 
82 people so far this year. 
An incident typically starts with a taxi- 
driver from one “association” (group of 
firms) seeing a queue of potential custom- 
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cratic and totalitarian regimes, albeit in 
the most general terms. In a café in central 
Baghdad, government-employed journal- 
ists explain that it is difficult for them to 
discuss certain topics. Their counterparts 
in, say, Syria would be unlikely to admit 
even that. 

In the mostly Shia south, the atmo- 
sphere is a little more subdued. In Kar- 
bala, a Shia pilgrimage centre, the back- 
streets still bear the scars of fierce fighting 
between Shia rebels and government 
forces in 1991. But even here, Tajik, Paki- 
stani, Azeri and (nowadays) Iranian pil- 
grims wander the streets unmolested, re- 





ers signalling where they want to go. He 
stops. Men with AK-47 automatic rifles 
drive up, usually in a BMw, and open fire. A 
day or two later, the bosses of the victimised 
taxi association hire thugs to strike back at 
the rivals they assume ordered the hit. 
Feuds over taxi turf are nothing new, 
but they have grown particularly bloody of 
late. This does not make life easy for com- 
muters. Taxi-drivers are so scared of being 
shot that they are taking new and unpre- 
dictable routes. This helps them elude cus- 
tomers as well as assassins. A nurse in 
Soweto Says it now takes her 45 minutes in- 
stead of ten to get to work. Huddled com- 
muters at the township’s main rubbish- 
strewn taxi rank complain of being 
stranded overnight in Johannesburg. 
Carrying some 20 people without 
seatbelts, South Africa’s minibus taxis are 
one of the most dangerous forms of public 
transport still in use. Skill behind the wheel 
is not an essential requirement: driving les- 
sons are expensive, so many cabbies prefer 
to skip the test and buy their licences from 
corrupt officials. Traffic police try to im- 
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may harbour. 

The press is also surprisingly free. AI- 
though Saddam Hussein and his family | 
are sacrosanct, corrupt and incompetent | 
officials are the butt of vituperative edito- _ 
rials in a slew of new weekly magazines. 
One recently denounced a provincial 
governor for imprisoning a journalist; 
another exposed a fatal fire at an oil refin- 
ery which the authorities had tried to 
cover up. 

There are economic liberties, too. The 
government has given up trying to con- 
trol the dinar: anyone is now free to set up 
an exchange stall. The licensing require- 
ments for most shops have been abol- 
ished, turning all Iraqis into impromptu 
salesmen. Shopkeepers are free to sell | 
electronic goods and cosmetics smuggled 

| 
| 





in from the United Arab Emirates or Tur- 
key. And recently there have been few 
populist crackdowns on “profiteers”. 

Mr Hussein remains, by all accounts, 
a brutal dictator. But however blood- 
thirsty and repressive his instincts, he 
clearly thinks it wiser to give his long-suf- 
fering citizens some minimal margin for 
manoeuvre. Last month, Iraqi television 
showed a film (pirated from Paramount) 
about a moustachioed dictator who turns 
over a new leaf and allows multi-party 
elections. Mr Hussein himself recently 
visited a village in the north, where he let 
off a gun and then regaled the crowd with 
the story of how he himself once at- 
tempted to assassinate a previous presi- 
dent of Iraq. Official reports did not docu- 


pound taxis with no lights or plastic 
Jerrycans instead of petrol tanks, but this 
does not stop them from causing hundreds 
of deaths each year, excluding those by gun- 
shot. Last month alone, two pile-ups in- 
volving taxis that jumped red lights 
claimed 37 lives. 

Why do people use these brightly 
painted terror machines? For most black 
South Africans, there is no alternative. Un- 
der apartheid, desirable areas were desig- 
nated “white”. Black or mixed-race people 
were resettled in shantytowns miles from 
anywhere. Lack of money keeps most of 
them from moving closer to where the jobs 
are. So millions of blacks face long daily 
journeys with practically no public trans- 
port to break the taxi firms' monopoly. And 
monopoly profits attract mobsters. 

To tackle this and other problems, the 
government is drafting anti-gangster laws 
similar to America's RICO (Racketeer-Influ- 
enced and Corrupt Organisations) act. The 
transport ministry is thinking of offering 
cut-price petrol to taxis that register prop- 
erly and stick to assigned routes. The taxi 
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bosses are not satisfied. On May 13th they 
threatened to block roads into all major cit- 
ies if the government failed to curb the vio- 
lence. Their chances would be higher if rela- 
tions between the police and township res- 
idents were more cordial. The arrest of 
three policemen last month for allegedy 
taking part in taxi murders has not helped. 





France and Gabon 
Black emirate 


LIBREVILLE 


MAR BONGO does not love or trust 
the French as much as he used to do. 
The feeling is mutual: France is edging 
away from its old African dependants. Last 
month, in a bad-tempered outburst, Ga- 
bon's president said that he still wanted “to 
know who is telling the truth" after France 
had tried to reassure him about rumours 
that the cra franc, which Gabon shares 
with 13 other African countries, would be 
devalued when the French franc slides into 
Europe's single currency next year. 

Sometimes known as "the black Afri- 
can emirate" because the wealth from its 
370,000 barrels of oil a day is shared, albeit 
unevenly, among only 1.2m people, this 
tiny central African state has for years been 
valued by France as an island of stability in 
a turbulent region. Although Mr Bongo is 
small, like his country, he has stood tall in 
Parisian political circles, where he has long 
been known for his acquiescence to the dic- 
tates of French policy in Africa. 

But his recent remarks are a sign that an 
old friendship is fraying at the edges. 
France's Elf oil company lies at the heart of 
the changes. For more than half a century, 
the seafront offices of EIf in Libreville, the 
capital, have served as a powerful symbol 
ofthe overwhelming influence of France in 
Gabon's affairs. But these days the country 
is no longer quite the "private preserve" of 
the French that it once was, and the oil in- 
dustry is looking less and less Elf-like: the 
French company was toppled as Gabon's 
largest concession-holder when Agip, an 
Italian company, bought into offshore ar- 
eas late last year. 

Elf is shifting its attention southwards 
to its offshore operations in Angola, where, 
in the past two years, vast oil fields have 
been found. As it moves out, a shoal of min- 
nows is moving into Gabon to pick at the 
leftovers. These nimbler companies are 
typically American, Canadian or South Af- 
rican, and specialise in small fields. But, 
compared with Angola’s possibilities, Ga- 
bon’s new developments pale into near-in- 
significance. Without major new discover- 
ies, its oil production will probably peak in 
two or three years’ time. 

Fear of life without oil has spurred Mr 
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Bongo to respond to the relentless 
proddings of the IMr and open up Gabon's 
wider economy to newcomers. He is not 
only privatising state companies but is also 
single-mindedly trying to drive forward an 
ambitious regional integration pro- 
gramme, which has already eliminated in- 
ternal trade tariffs among the six countries 
ofthe Economic Community of Central Af- 
rican States. This project is rather like Eu- 
rope's, but in miniature, and in reverse. The 
countries already share a single currency 
and are now building common institu- 
tions, such as a regional parliament and a 
common court of justice. 

Little more than 40% of Gabon's im- 
ports now come from France, compared 
with 75% in the 1960s. An investment char- 
ter, which simplifies and clarifies rules for 
investors, has replaced the previous tangle 
of special taxes and exemptions upon 
which many French businesses had 
thrived. Unexpectedly, when the state elec- 


When local farmers know best 


MASERU, LESOTHO 


HE second stage of the green revolu- 
| tion is running into resistance from 
farmers in sub-Saharan Africa. The first 
stage, promoting high-yielding varieties 
of wheat and rice, left Africa's poorer 
farmers untouched. The launching ofthe 
. “Sasakawa 2000" initiative (named after 
| a Japanese magnate) in the mid-1980s 
seemed to offer smaller farmers hope 
with its hybrid grains, cheap fertiliser 
and pesticides. But a group of scientists 
and farmers from a dozen African coun- 
tries, who met in Lesotho earlier this 
year, suggested that the hope was false. 

They listened to tales of the setbacks 
to the Sasakawa programme in Ghana. 
For a few years, Ghana's maize yields did 
indeed increase with imported hybrids, 
but they required more and more fertil- 
iser. When farming subsidies were cut, 
under IMF-inspired economic reform, 
Ghana's small farmers faced a triple 
problem. They could not afford the soar- 
ing costs of chemicals; the land had be- 
come saline (they came to call fertiliser 
"the devil's salt"); and they had largely 
| abandoned their own seeds. 
| Until recently, Ethiopia had been 
| careful to preserve and develop its ge- 
| netic heritage of plants. A Russian bota- 
| 
| 
| 











nist who rode through the country on 
muleback in 1928 identified Ethiopia as 
the ancestral home of a dozen food 
crops, including sorghum. Gene-bank 
scientists in Addis Ababa acted swiftly 
_ during the 1980s famine to collect and 

save the seeds that peasant farmers, over 

many years, had adapted to tolerate local 
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tricity and water utility was sold by tender 
last year, the winner was an Irish-led con- 
sortium not the French company, Lyon- 
naise des Eaux, which has long been in- 
volved in French-speaking Africa. 

France, for its part, seems to be gradu- 
ally disentangling itself from the family- 
like ties that bind its former colonies across 
Africa into what was once a cosy “Franco- 
African village”. Although the 600 French 
troops stationed next to one of Mr Bongo's 
palaces in Libreville have so far escaped 
France's deep troop cuts in Africa, the old 
aid-for-favours technique that has held Ga- 
bon and others in their satellite-like orbit is 
being overhauled as France ventures 
deeper into Europe. In recent talks with 
President Jacques Chirac, Mr Bongo com- 
plained that France was not sticking to its 
old policy of erasing Gabon's debts in ex- 
change for fat infrastructure contracts. Mr 
Bongo seems to want to have it both ways. 











Back to those old-time ways 


conditions of drought and disease. A net- 
work was established of nearly 30,000 
farmers who were conserving their seeds. 

To no avail. The "seeds of survival" 
programme had Canadian support and 
Ethiopia's government did not care for | 
it, seeing it as a threat to its own author- 
ity—and to the aid that came through the 
Sasakawa project. Last year, it took over 
the programme, retired its scientists and 
sent the Canadians packing. 

Some other African governments are 
less suspicious. Mali and Senegal have 
welcomed "seeds for survival". The 14 
countries of the Southern Africa Devel- 
opment Community have begun collect- 
ing indigenous plants in their "genetic 
resource centres", But none of these 
countries is as rich or diverse in indige- 
nous plants as Ethiopia—and the net- | 
work there took 20 years to build. | 

| 





THE ECONOMIST MAY 16TH 1998 


























ONLY ONE AIRLINE IN CANADA IS 
BIG ENOUGH TO BE 
A MEMBER OF STAR ALLIANCE’, 
THE AIRLINE NETWORK FOR EARTH. 


As part of the new global Star Alliance™ network, Air Canada has teamed up with Lufthansa, SAS, THAI, 
United Airlines and Varig to welcome you to a better way to travel the world. Worldwide access to more than 
600 destinations in 108 countries. And Frequent Flyer miles earned on any Star Alliance™ airline count towards 
higher status. Just one more reason to fly the airline that flies the Maple Leaf. Canada's No.1 airline. Air Canada. 
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The source 
of aerospace 
solutions. 

On any scale. 


At AlliedSignal, we understand 
that being the world's best supplier 
of aerospace products means more 
than just being the biggest. We 
know that to be your source 
requires an unwavering commit- 
ment to satisfy all of your needs. 


Big or small. 


That means offering a comprehen- 
sive range of aerospace capabilities. 
So whether it takes the latest 
electronic and avionic systems, 
most reliable engines, advanced 
aerospace equipment systems, 
comprehensive technical services, 
world-class repair and overhaul, or 


all of the above—we’ve got answers. 


In other words, when it comes to 
aerospace products and services, 
we can take care of every little 


detail. As well as the big picture. 


/ANliedSignal 
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EUROPE 


That awkward relationship 


BRUSSELS 


Economic tensions between America and the European Union have eased. Yet 
relations, in broader terms, are still frequently testy 


HE two big meetings of American and 

European leaders, this week and next, 
might normally be expected to produce a 
batch of dreary photo-calls and a heap of 
pointless platitudes. No doubt they will. 
But the time is riper than usual for a serious 
exchange of thoughts between leaders on 
both sides of the Atlantic about how to har- 
ness the old world and the new. On May 
15th and 16th, the G8 group of the world’s 
leading economic powers, including for 
the first time Russia, will meet in Birming- 
ham. Two days later, for the tenth time in 
five years, America’s president meets the 
European Union's leaders in London. 

It may help that, this time, the host of 
the European-American summit is Ameri- 
ca's best European friend, Britain. The 
mood may be better than usual because a 
long-lasting trade dispute that has embit- 
tered relations between Europe and Amer- 
ica may at last be solved. For another thing, 
as the euro's arrival looms, Americans are 
beginning to think seriously about its con- 
sequences. A good moment, therefore, for 
Bill Clinton to quiz the euro-inventors. 

The Americans have always looked in- 
dulgently on European integration, seeing 
its roots in the administration of Marshall 
aid after the second world war. True, there 
are features of today's Eu that they dislike, 
not least its protectionist farm policy. And 
American diplomats still voice frustration 
at Europe's lack of a foreign policy. But fears 
that Europe's single market would turn 
into a protectionist block—a "fortress Eu- 
rope"—have proved unfounded. The Amer- 
icans are eager for the Union to embrace 
the ex-communist countries to its east. 
Most of Bill Clinton's people sound mildly 
in favour of the euro. 

The thorns in recent transatlantic issues 
have mostly been economic. The spikiest 
have been the Helms-Burton and D'Amato 
laws that threatened the automatic imposi- 
tion of sanctions on foreign firms doing 
business with, respectively, Cuba and with 
Iran or Libya. For most of the past year there 
has been a stand-off: the Eu has stayed its 
bid to have the measures declared illegal by 
the World Trade Organisation, while the 


THE ECONOMIST MAY 16TH 1998 


Clinton administration has waived the 
application of sanctions to European 
firms. Now the two sides are close to an 
agreement under which the Americans will 
make the waivers permanent and promise 
to eschew similar extra-territorial laws in 
future. The Europeans, in exchange, will 
promise to deter investment using illegally 
expropriated assets and to step up co-oper- 
ation against terrorism. 

Sir Leon Brittan, the Eu's (British) 
trade commissioner, puts the chances of 
this deal being approved at the summit 
at “60:40”. Either way, he does not ex- 
pect the Americans to impose sanctions 
on Total, a French firm making a huge 
investment in Iran. The Clinton admin- 
istration, he notes, has never been keen 
on the two laws, which annoyed Ameri- 
ca’s allies more than they hit their in- 
tended targets. Mr Clinton also knows 
that America could losea case before the 
WTO. The big problem is still America’s 
Congress, which passed the laws in the 
first place. If a summit deal is to stick, 
Congress will have to amend the Helms- 
Burton law. 

Compared with this row, other trade 
niggles—such as those over genetically 
modified maize or hormones in beef— 








are piffling. Settling the big one, Sir 
Leon hopes, should pave the way for a 
fresh European-American trade initia- 
tive. France blocked an earlier attempt 
to launch a grand “new transatlantic 
marketplace” to cut tariffs and liberalise 
trade in services. Now Sir Leon wants to 
revive a modified version of the plan 
under a new label, calling it a “transat- 
lantic economic partnership”. America, 
Sir Leon avers, is keen; this time the 
French may, he hopes, acquiesce. 

So all is sweetness and light across 
the Atlantic? Not quite. The focus may 
now turn back to foreign policy. The 
Americans are often irritated by the 
Union’s apparent lack of support—espe- 
cially France’s over United Nations 
weapons inspections in Iraq. They 
reckon the Europeans have mishandled 
plans for expanding the Eu to the east 
and have needlessly annoyed the Turks 
by ostentatiously leaving them out. As a 
result, think the Americans, tensions in 
the Aegean have risen and the Cyprus 
problem has become harder to solve. 
And the EU, by American strictures, has 
been as muddled and spineless as ever 
over the simmering crisis in the Serbian 
province of Kosovo. 

Many Europeans acknowledge that 
there is some justice to this carping. Yet 
for the foreseeable future a European 
foreign policy is bound to remain an 

awkward amalgam of competing na- 
tional interests—even after a "high repre- 
sentative" for Europe's foreign policy has 
been appointed next year. In any event, 
many Europeans are out of sympathy with 
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the United States. America’s lectures about 
the proven virtue of its economic model of 
free markets and deregulation seem rea- 
sonable to most Britons, who have fol- 
lowed suit. But they go down badly on the 
continent, which is wedded to greater regu- 
lation and higher levels of job-protection 
even at the cost of higher unemployment. 
The French, especially, dislike the pre-emi- 
nence of a single economic, political and 
cultural “hyper-power”, as their foreign 
minister calls it; many of their foreign-pol- 
icy forays, their farm subsidies and the 


fierce protection of their film industry are 
meant to preserve Europe, or at least 
France, from American domination. 

A possible new cause of friction is the 
euro. The 11 countries adopting it next Jan- 
uary make no secret of their hope that it 
will quickly rival the dollar. Enthusiasts ar- 
gue it will thereby end the privileges Ameri- 
cans have reaped from having the world’s 
only reserve currency—such as steering the 
international monetary system and run- 
ning unlimited trade deficits. 

Yet most Americans remain unim- 





pressed, They are only just waking up to the 
euro. A few—including the speaker of the 
House of Representatives, Newt Gingrich— 
are against the single currency because they 
think it will be bad for Europe. Nobody op- 
poses it for fear of the dollar losing its pre- 
eminence. Perhaps it will not—not for 
many years, at any rate. But one lesson re- 
peatedly taught by financial markets is that 
they move fast. The euro’s challenge to the 
dollar could come sooner than America ex- 
pects—and become a further source of trou- 
ble across the water. 





Hungary 


Will they be grateful? 


BUDAPEST 


Hungary may be the most successful of Europe’s post-communist countries. 
That does not mean the government or its prime minister is sure to survive 


eae the first of two rounds of Hunga- 
ry's general election on May 10th, the 
outcome was blurred. The ruling (ex-com- 
munist) Socialists, led by the prime minis- 
ter, Gyula Horn, topped the party-list part 
of the poll, with around 32% of the votes—a 
bit less than their score four years ago. But 
their coalition partner, the Free Democrats 
(liberals), slumped badly. By contrast, Fid- 
esz, once a dissident student group but now 
a part of the conservative mainstream, and 
the right-wing rural populists 
of the Smallholders’ Party 
both did notably well. 

Winning 28% of the party- 
list vote under its sharp young 
leader, Viktor Orban, Fidesz 
tripled its score and might, if 
it does well in the next round 
in the constituencies, get in 
range of building a big 
enough coalition to oust the 
Socialists. It is also conceiv- 
able that the Socialists might 
team up with Fidesz in a 
"grand coalition". Or the 
same team could hang on. The 
only certainty is that none of 
the above-mentioned parties—if their lead- 
ers mean what they say—will play with the 
chauvinists ofthe Justice and Life party, un- 
der Istvan Csurka, which increased its tally 
to 5.6% of valid party-list votes. 

Why did the Socialists not do better? Af- 
ter all, in four years of government they 
sloughed off their communist heritage 
while keeping their organisational net- 
work as well as the loyalty of poorer and 
elderly voters. At the same time they re- 
vived the economy and persuaded NATO 
and the European Union to invite Hungary 
in. Above all, Hungarys economy now 
looks in as good a state as any in the post- 
communist world. 
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Current-account 
deficit 


Four years ago, it was distinctly rocky. 
The government was spending too much; 
the trade deficit looked out of control; the 
currency was wobbly. Goaded by foreign 
advisers and by their free-market partners 
in coalition, the Socialists reluctantly 
switched tack, slashing welfare spending 
and bravely discarding the protectionist 
nationalism that had inhibited reform in 
so many other parts of Central and Eastern 
Europe. Banks, insurance companies, utili- 


Nice figures Bad result 


% of vote, first round 


Socialists* 

Fidesz 
Smallholders 

Free Democrats* 
Justice and Life 
Workers 


Democratic Forum 11.7 
7.0 


Christian Democrats 





Sources: OECD; EBRD; National Bank of Hungary 


ties and big chunks of industry were sold 
off, often to foreigners. 

The state's retreat and the advance of 
foreign investors have worked wonders. 
The current-account deficit has shrunk 
from 9.5% of GDP in 1994 to 2.2% last year, 
with foreign direct investment financing 
the gap. The economy is expected to grow 
by 5% this year. Thanks to the foreign- 
owned firms that produce two-thirds of the 
goods that Hungary sells abroad, exports 
are driving the economy. Wages and living 
standards are both going up, though not 
fast enough to endanger competitiveness. 
Hungary has become the most western of 
East European economies. 


33.0 


7.0 good fortune has been un- 
8.8 evenly spread. Budapest and 
19.7 
16 5 have had the lion's share of 
32 4 foreign investment. People 


Mr Horn's was Europe's first post-com- 
munist government to begin replacing pay- 
as-you-go pensions, where taxpayers fi- 
nance their parents’ retirement, with 
pensions funded by the people who will 
benefit. Selling to foreigners has given 
Hungarians more than just western-quality 
goods to export; it has helped revamp its in- 
frastructure and smartened up institutions 
such as regulators and bank supervisors. 
Hungary’s telephone company, owned 
mainly by Americans and Germans, has 
cut the waiting-list for lines from 800,000 
to 20,000 since 1993; in Poland, which has 
yet to sell off its telecoms, 2m people are in 
the queue. In the European Bank's latest 
economic report-card, Hungary comes top 
in all nine tests of progress, from privatisa- 
tion to legal reform. Among the five East 
European countries set to join the Eu in the 
first intake, Hungary is now 
almost certainly the best qual- 
ified. 

But there have been lapses 
and lags—which is why the So- 
cialists are far from home and 
dry in the election. Hungary's 


western parts of the country 


east of the Danube, tenuously 
linked to the rich west by 11 
bridges, nine ofthem in Buda- 
pest, the capital, feel cut off. 
Even in industrial towns 
where Socialist traditions linger, new in- 
equalities rankle and welfare cuts hurt. 
The have-nots' sense of grievance is 
sharpened by the whiff of corruption that 
surrounds both government and the econ- 
omy. Hungary can sometimes feel like two 
countries: an open, competitive one where 
observance of the law and quality of prod- 
ucts are nearly up to western snuff; and one 
where ties between commerce and politics 
are murky, the rule of law is weak, civil ser- 
vants take bribes and everyone seems bent 
on dodging tax. Before the election, a sense 
of insecurity was added to resentment 
against the new elite when a series of 
bombs and grenades went off (without kill- 
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ing anyone), some near buildings owned or 
used by opposition politicians. 

Hence the voters’ first-round ambiva- 
lence. But would a centre-right coalition 
based on Fidesz and the Smallholders de- 
serve a chance in office? The two parties' 
leaders still have some explaining to do. Mr 
Orban, who seemed a thorough-going lib- 
eral until he took on a populist tinge in or- 
der to broaden his party's appeal, has 
promised to slash taxes, bolster welfare and 
make the economy grow by 7%, all without 
upsetting the trade balance: his figures baf- 
fle many economists. The Smallholders' fi- 
ery leader, Jozsef Torgyan, is more strident- 
ly nationalist—and still viscerally hostile to 
the Socialists because of their communist 
past. For instance, he opposes land sales to 
foreigners. Though they will back each 
other in the second round, Fidesz and the 
Smallholders share too little to make a co- 
alition between them a happy one. 

The fear that centre-right rhetoric might 
become reality sent Hungarian stock prices 
down more than 8% this week. Still, as the 
Socialists discovered once in power, if 
Hungary is to knit itself more tightly to the 
West, foreign capital and the Eu will con- 
tinue to set much of the agenda. And most 
Hungarians, whoever ends up ruling them, 
seem bound for better things. 





Kosovo 
Jaw Jaw? 


BELGRADE 


Was a parade of European envoys 
failed, the top American trouble- 


shooter in the Balkans, Richard Holbrooke, 
has apparently—for the time being—suc- 
ceeded. After three months of mounting vi- 
olence in Serbia’s southern province of 
Kosovo, peace talks have at last been ar- 
ranged between Slobodan Milosevic, the 
president of Yugoslavia (which encom- 
passes Serbia), and Ibrahim Rugova, the 
pro-independence leader of Kosovo's eth- 
nic-Albanian majority. It took Mr Hol- 
brooke, and his fellow American mediator, 
Robert Gelbard, four days of arm-twisting 
to get dialogue going. Nobody expects it to 
produce miracles, let alone stop the vio- 
lence outright. But at least a dangerous dip- 
lomatic vacuum has been filled. 

The two adversaries are to meet for the 
first time in Belgrade on May 15th. Their 
underlings are thereafter to hold weekly 
sessions in Pristina, the disputed prov- 
ince’s capital. In a concession to Mr Milose- 
vic, no foreign mediators will attend the 
talks, but the Americans will clearly stay in- 
volved. Mr Rugova is promised an early 
visit to Washington. Serbia has been told 
that, if it negotiates seriously, it can expect a 
lifting of the only tough sanction it has in- 
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A deeply serious German joke 


BONN 


| I5 GERMANY, even figures of fun tend 
to be taken ultra-seriously. So pity 
Guildo Horn, a pot-bellied pop-singer 
with long, greasy hair who pranced to 
seventh place in the recent Eurovision 
| song contest. Limb by limb he is being 
buried in a heap of solemn psycho- 
analysis. 

Most pundits of the national soul 
agree that the unkempt Mr Horn, 
dubbed "the master" by his hordes of 
fans, heralds something "significant" 
about modern Germany. But what? Mi- 
nor matters like the unstoppable euro or 
the latest tiff with France are shunted 
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curred because of the Kosovo crisis—an in- 
vestment freeze imposed on May 9th. 

The agreement is a big breakthrough, 
but Mr Holbrooke, who (with the help of 
NATO air power) negotiated an end to the 
Bosnian civil war in 1995, knows the two 
sides are still poles apart. Mr Rugova de- 
mands outright independence for Kosovo, 
while Mr Milosevic offers strictly limited 
autonomy. The low-level war waged by the 
shadowy Kosovo Liberation Army (KLA), 
over which Mr Rugova has little if any con- 
trol, will rumble on. Indeed, the KLA de- 
mands a place at the negotiating table and 
pledges to step up its attacks. 

Since February, when Serbian special 
police units massacred villagers in sus- 
pected rebel strongholds, the KLA has 
spread its wings. Serb security forces are 
suffering daily casualties; they can no 
longer travel safely on main roads. Attacks 
have spread from rural areas to Pristina it- 
self. Several thousand villagers are under 
arms. The Americans suspect that Iranian 
Islamic fundamentalists are sending weap- 





aside in the quest for the truth. 

Does the master’s propensity to shed 
bits of his odd garb during performance 
reveal a national yearning for change af- 
ter 16 years of Chancellor Helmut Kohl? 
Is his passion for nut-chocolate cake, em- 
ulated by Horn-addicts to the joy of bak- 
ers, a sign of revolt against the national 
craze for keeping fit? 

Not those things alone, opines Bazon 
Brock, a professor of aesthetics in Wup- 
pertal. For him the bard of “Piep Piep 
Piep Guildo hat Euch lieb" (“...Guildo 
loves you"—his Eurovision ditty)is a poet 
and teacher in the tradition of, yes, Nietz- 
sche and Diogenes. Horn-fans, bubbles 
the professor, display "high taste". 

Not according to the many Germans 
who wailed that putting a grubby-look- 
ing weirdo into the European spotlight, 
along with the Orthopaedic Stockings 
(his back-up group), would give the coun- 
try that terrible thing, the “bad image”. 
Incidentally, it was the same sort of end- 
lessly troubled-by-history folk who ob- 
jected to Germany’s 1979 entrant be- 
cause of the group’s ominously 
belligerent name—“Dschingis Khan". 

In fact Europe’s non-German phone- 
in voters found Mr Horn (real name 
Horst Kohler) quite a lark. Seventh place 
is pretty good as German results in the 
annual event go. As the master never tires 
of saying, “One should not take oneself 
too seriously.” Sad that not more of his 
countrymen are listening. 





ons over the border from Albania. 

It may be too late for Mr Rugova and his 
disparate team of negotiators to bring the 
KLA on board. Though he might agree to 
Kosovo having a status short of indepen- 
dence—perhaps as a third republic within 
Yugoslavia, alongside Serbia and Montene- 
gro—the men with guns are interested only 
in a complete break with Belgrade. 

Another solution? Split Kosovo—as na- 
tionalist ideologues around Mr Milosevic 
are informally proposing. But the Ameri- 
cans are against this: it might set a bad 
precedent for next-door Macedonia, with 
its large and restive Albanian minority. 

Whatever the outcome of the tortuous 
talks ahead, life in the province will never 
be the same. The Serbs, who make up a bare 
tenth of Kosovo's people, are leaving at an 
ever-faster rate. Those who have left their 
farms are unlikely to be able to return. And 
the hatred between Kosovo's Albanians 
and Serbs is probably greater than that 
which blew Bosnia's peoples apart. 


MH ———————  'Máá————iol 
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Hand of God, hand of Italian man 


NAPLES 


be mountain came down on May 
5th, sweeping through towns and vil- 
lages in Campania, a region around Na- 
ples. Hardest hit was Sarno, a town of 
35,000 people. In all, some 300 people 
may have died in the wave of mud; but by 
the middle of this week only 143 bodies 
had been found. 
Italians call Italy il paese delle frane, 
| landslide country. Geologically 


terra truly firma. It has active vol- 





Catalogue of disaster 


Italy’s sudden entry into the indus- 
trial age in the 1960s meant the reckless 
building of houses and roads, the chop- 
ping down of trees, the burrowing of dan- 
gerous tunnels. Nowhere is this more evi- 
dent than in Campania. Clusters of hasty 
buildings—many of them abusivi, erected 
without planning permission—dot the 
hillsides. Most are shoddily built over a 








two-metre-thick layer of lava formed by 
the eruption of Vesuvius in 79AD. Heavy 
rain can melt it; 900m tonnes of land are 
washed down in this way every year, in an 
area that covers two-thirds of the region. _ 
Some 230 of Campania's 551 towns and 
villages are considered at risk; yet Sarno 
was not one of them. 

The bureaucratic responsibility is as 
slippery as the landscape. Who issued 
permission for tens of thousands of dan- 
gerous (and ugly) buildings? Was the | 
Camorra, the local Mafia, involved? | 

Town halls, regional and provin- 
cial governments and environ- 
mental bodies point accusing fin- 
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seven Italian deaths every month. | 1985 valdi stava, Trentino landslide, floods 269 gion, Antonio Rastrelli, to super- | 
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southern region, Calabria. 


Turkey 
Who shot Birdal? 


ANKARA 


ple bullets into your country's 
chief human-rights campaigner may 
seem an odd way of dealing with an irk- 
some minority. But public relations have 
rarely loomed large in the way Turkey's ar- 
mour-plated state copes with the restless 
Kurds and their allies. Akin Birdal, one of 
the latter, got nationalist moustaches quiv- 
ering two years ago, when he helped negoti- 
ate the release of some soldiers held by the 
Kurdish Workers’ Party (PKK), which has 
been fighting the army for 14 years. Since 
then he has spent much of his time telling 
foreigners about the war's brutalities. 

Is this why two men strolled into his of- 
fice in Ankara's Human-Rights Association 
at lunchtime on May 12th, and tried to kill 
him? Many Turks, whatever they think of 
Mr Birdal, reckon it is. The group that told 
two television stations it had carried out 
the attack was set up by a well-known anti- 
PKK hit-man. The generals’ favourite news- 
paper, Hurriyet, has printed sinister photo- 
graphs of Mr Birdal's parley with the rebels. 
And Mr Birdal had been getting menacing 
telephone calls since he was named in 
"confessions" the Turks recently prised out 
of a prized PKK prisoner. Yet nothing is 
quite clear. Those two television stations 
soon stopped mentioning that shadowy 
group. The interior minister says the shoot- 
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ing was not the work of any organisation. 
There would probably have been no at- 
tack had Turkish soldiers not grabbed Sem- 
din Sakik from his refuge in northern Iraq a 
month ago. Since then, the PKK's former 
number two has provided 400 pages of 
"confessions", including nuggets—duti- 
fully published by Hurriyet and its simi- 
larly inclined rival, Sabah—about the PKK's 
imminent collapse and the mental frailty 
of its libidinous leader, Abdullah Ocalan. 
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So much for human rights 





their hands with pleasure. 


Apart from allegedly calling Mr Birdal 
“more of a PKK man than I am", Mr Sakik is 
supposed to have named assorted Turkish 
politicians, businessmen and journalists as 
PKK collaborators. And Mr Sakik’s capture 
has let the generals—fresh from a military 
operation in which they say 150 guerrillas 
died—declare Kurdish nationalism dead. 

The Turkish army also finds Mr Sakik 
useful for getting at other people it suspects 
of PKK sympathies. A court in Ankara was 
already trying seven senior members of a 
Kurdish-tinged party on charges of being 
PKK members; Mr Sakik's capture has led to 
the arrest of three more members. Again 
thanks to their talkative captive, the gener- 
als have also been able to punish journal- 
ists who spoke up years ago for a political 
solution to Turkey’s Kurdish woes. After 
their names came up in conversation with 
Mr Sakik, two of Turkey’s best-known jour- 
nalists lost nice jobs at Sabah. One has been 
reinstated—provided he keeps Kurds out of 
his columns. 

The chief victim so far, however, is an- 
other non-Kurd: Mr Birdal. One of Turkey's 
most fearless dissidents may never rise 
from a wheelchair. His supporters reckon 
that Hurriyet and Sabah were encouraged 
to publish Mr Sakik's "confessions" so that 
patriotic paramilitaries would be led to kill 
him. If that is so, it means that Türkey's se- 
curity forces, despite their recent military 
successes against the PKK, continue to en- 
courage the dispatch of those who speak up 
for Turkey's Kurdish minority. 
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advice for more than a century on key questions 
of science, technology, and public health. 
From vaccines for life-threatening diseases to 
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The Imperial Hotels Group, Thailand 

Bangkok : The Imperial Queen's Park - Convention and Business Hotel 
Samui : The Imperial Samui and The Imperial Boat House - Resort Hotels 
Chiangmai : The Imperial Mae Ping Hotel 

Mae Hong Son : The Imperial Tara Mae Hong Son - Resort Hotel 


For reservation please call : 
New York  : Plaza Athénée Hotel Tel. (212) 734-9100, Fax (212) 772-0958 
USA Toll Free (800) 447-8800 


| London : Supereps International Tel. (44 171)242-9964 Fax : (44 171)242-2838 
| Tokyo : ANA International Reservation Center 


Tel. (81 3)3505-1181 Fax :(81 3)3505-1180 
Bangkok : The Imperial Queen's Park Tel. (66 2) 261-9595 Fax. (66 2) 261-9545 


Internet address : http://www imperialhotels.com 
E-Mail : imperial & ksc.net.th 
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The cracks in Jacques Chirac’s presidency 


ce E RUNS fast, but he doesn’t know where to,” Francois 

Mitterrand once said of Jacques Chirac. That was in the 
days when, as a Socialist president, Mitterrand had been obliged 
to “cohabit” with a Gaullist prime minister—and Mr Chirac was 
his first such partner. A decade later, Mr Chirac’s frenetic pace 
may have slowed a touch, but after three years in the country’s 
top job and with another four to go (in this term of office, at 
least), France’s president, now 65, still gives the disconcerting 
impression that he has no clear idea where he or his country are 
heading—or where he would like either to go. 

Big, warm-hearted Jacques—Grand Jacques, as he is some- 
times known—is likeable enough. Four out of five French voters, 
say the pollsters, still find him sympathique. They ad- 
mire his energy, his courage, his boy- 
ish charm and bonhomie. After the 
cold, scheming, imperial Mitter- 
rand, it is fun to see your spontane- 
ous, debonair president blowing 
kisses to the crowds (as he did two 
years ago) from the British queen’s 
open carriage. But, despite the best 
efforts of spin-doctors in the Elysée 
to make him look more calm and 
thoughtful, he is still a bit of an un- 
guided missile. Has he no vision, no 
coherent set of policies, no strategy? 
His overriding ambition, it is still as- 
sumed, is to win the next election. 
But to what end? 

Forced, through his own dire — 
misjudgment in calling last sum- ,~ £4 
mer's snap election, to cohabit with 
a coalition government led by So- 
cialists (and including Communists 
and greens), Mr Chirac has little 
scope for manoeuvre in domestic 
matters. A year after Lionel Jospin’s 
government took office, it remains 
remarkably popular. By contrast, the 
right is facing a crisis of identity. Its 
two main strands are hard put to co- 
operate, and are racked with dissent 
over how to deal with the far-right National Front. The Gaullists’ 
new leader, Philippe Séguin, has yet to assert himself. Indeed, it 
is unclear whether he or Mr Chirac is the right's true leader. 

On the foreign front, a broad policy consensus between pres- 
ident and prime minister seems to be holding. But even here, the 
presidential grip may have slipped. These cohabitational days, 
foreign and security issues are no longer considered a presiden- 
tial preserve but a “shared domain”, though the head of state still 
claims the “final word”. In practice, when wrinkles arise, they 
are usually ironed out by Mr Jospin’s foreign minister, the suave 
Hubert Védrine, a long-serving Mitterrand man and an old 
hand at cohabitation. In public at least, France—as they say at 
the Quai d'Orsay—"speaks with one voice". 

But it is hard to divine who is really writing the script. The 
flamboyant, blunt-speaking Mr Chirac still rushes round the 
world with much élan. Fewer ideas on foreign issues, however, 
now seem to come from the Elysée. Hence, perhaps, Mr Chirac's 
determination, earlier this month, to win his battle for a French- 
man to head, some not-too-distant day, Europe's central bank. 

The outcome was—in the short term, at any rate—a success 






for France and Mr Chirac. But it did not endear either of them to 
their fellow Europeans. Nor did it bode well for harmony in the 
more integrated Europe Mr Chirac says he wants. But, there 
again, you never know quite where you are with Mr Chirac. 
Once a confirmed Eurosceptic, still painfully Euro-hesitant dur- 
ing his election campaign, now apparently an ardent pro-Euro- 
pean, he still seems hazy about what kind of Europe he seeks. 
Recently he suggested that Jacques Delors, the former (French) 
head of the European Commission, should find a way to reform 
the Union's institutions. Yet the Socialist Mr Delors's vision of a 
"political Europe" had hitherto been derided by Mr Chirac, a 
Gaullist advocate of a “Europe of nation-states”. 
But then, throughout his three decades in politics (he was 34 
when, under General de Gaulle, he 
got his first ministerial job), Mr Chi- 
rac has always been marvellously in- 
consistent. He has often been lik- 
ened to a dashing cavalier—colour- 
ful, impulsive, bouncy, but also over- 
aggressive, easily influenced, poor at 
steady reflection. Some say he echoes 
the last person he has spoken to. He 
has shifted around not just on Eu- 
rope but on economics: in the 1970s 
he used to laud the French welfare 
model; then, in the 1980s, he 
seemed to be veering towards 
Thatcherism; now he appears to 
have edged back to a more “social”, 
dirigiste view. 

The French talk happily of 
"Gaullism" or “Mitterrandism”. No 
one, to date, has ever mooted “Chi- 
raquism". Mr Chirac's presidential 
manifesto in 1995 was a hotch-potch 
of contradictions and promises, 
many later broken. To be fair, the 
first years of his presidency did wit- 
ness achievements: bold plans to 
end conscription and streamline the 
armed forces, to overhaul France's 
sickly public-health system, revamp 
the arms industry, sell off or deregulate 

swathes of the public sector. But then it is hard 
to tell how much of this radical stuff was really the work of Mr 
Chirac's unloved but clever Gaullist prime minister, Alain Jup- 
pé. There is a danger that Mr Chirac, though he is still pretty 
popular, may come to resemble one of those early post-war fig- 
urehead presidents described by de Gaulle as doing nothing 
more than *open chrysanthemum shows". 

In fact, Mr Chirac still has three chances to put his stamp on 
the country. First, he could make himselfa rallying-point for the 
unhappy right—setting outa new core of ideas, including a more 
daringly liberal economic vision. That, of course, might make 
him less popular—a risk he tends to avoid. Second, he could reas- 
sert himself in foreign policy, marrying his new zeal for eco- 
nomic integration in Europe with his old wariness of political 
union. Third, after June 2nd he will be constitutionally entitled 
to call another parliamentary election. Obviously, he would 
wait until Mr Jospin's popularity is waning. Then, if he had the 
nerve—and a fresh sense of direction, Mr Chirac might offer 
himself, too, for re-election. 
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Ihe Economist Pocket Management Series 








Pocket Strategy 


Strategic thinking and planning are essential for every business. 
This comprehensive, authoritative quide contains essays on 
strategic issues of the 1990s, mergers and acquisitions, 
management consultants, company boards and a strategy for 
the environment. The A-Z section covers key terms and concepts 
from ABC method and Alliance, to Strategic control and Window 
of opportunity. 

New edition. Published February 1998. 197 pages HB £10.99 
Orders for Pocket Strategy will be despatched in February 1998. 


Pocket Investor 





| The investment business continues to become increasingly 
sophisticated by the day as new products are created, faster 
ways of selling them are established and trading levels rise 
steadily. To anticipate the markets and profit from them now 
requires more skill and analysis than before. Pocket Investor is a 
clear and lively guide through the complexities and terminology 
of the investment world, with concise essays on the subject, an 
A-Z of the key terms and concepts and a wide-ranging appendix 


New title. Published February 1997. 215 pages HB £10.99 


Pocket Finance 


| This guide outlines the complexities of financial concepts and Did the fall of IBM herald new competition in the computer 
practice through essays on fashions in finance, tracking savings, industry or merely the rise of Microsoft? In which ways will 
institutional responsibilities, revolutions on the stock exchange PAUUO increasingly intelligent machines redefine how people make 
and the convergence of corporate finance. The comprehensive IMEEM decisions? This book makes computers comprehensible. It 

A-Z of terms covers all aspects of finance from Accrual rate and addresses key issues with clarity and wit. It cuts a path through 
Asset cover, to Tombstone and Zero-based coupon. the forest of acronyms and jargon that surround information 


New edition. Published October 1997. 209 pages HB £10.99 technology. It is an invaluable source of reference to one of the 
most important influences on life today. 


New edition. Published October 1997. 232 pages HB £10.99 
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Pocket Information Technology 











Pocket Law Pocket Negotiator 


This guide contains concise essays on when to consult a lawyer, This guide offers clear advice on the essentials of negotiation — 
the key to interpreting the law and the harmonisation of POCKET how to handle difficult negotiations, dealing with those among 
litigation tactics. The A-Z section gives a complete listing of the MICUIEMEME us who want something for nothing, how to recognise and 
chief concepts and terms used in law, with extensive appendices counter ploys, and even how to effectively seek a pay rise. 
which offer information on leading law firms and guidance for The comprehensive A-Z section details all those subjects relevant 
further reading. to the negotiator. 


New title. Published October 1997. 213 pages HB £10.99 New edition. Published October 1997. 218 pages HB £10.99 








Pocket Marketing 


This witty, compact volume provides you with the skills to 
identify and satisfy the changing needs of the market. The 
comprehensive A-Z section defines marketing terms and 
methods, while appendices include details of top advertisers, 
advertising agencies, global brands and the best business schools 
for marketing. A must for marketing departments, besides being 
enjoyable and useful for anyone who is selling or buying. 


New edition. Published October 1997. 192 pages HB £10.99 





Pocket Employer 


Pocket Employer is a clear and lively quide to the complexities 
and jargon of human resources management. This publication 
also offers detailed essays on human resources methods, the 
golden rules of hiring and firing, getting the best out of your 
employees and the importance of training. The terms and 
concepts, which are listed from A-Z are accompanied with 
extensive appendices. 


see | New title. Published September 1997. 218 pages HB £10.99 
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ZA rac +44 (0) 171 839 1921 Delivery Address: (Work/'Hom) Wer A O Visa C MasterCard 


KOy Phone: +44 (0) 171 839 1937 O Diners Club O American Express 
Card No. 
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EM "os: The Economist Shop, 15 Regent Street, Lj 2 NEU Sh ucan U T C S 
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Friendly, at long last, to 


foreigners 


Travel guides have expanded their range and shed their prejudices 


HOOSING a guide book is like choos- 
ing a new outfit: you want it to serve a 
practical purpose but, above all, to repre- 
sent the kind of person you think you are. 
The tourist as sightseer will plump for a tra- 
ditional descriptive volume: one from the 
Fodor’s, Blue or Companion series, or the 
green-covered Michelins. The young and 
footloose, carrying only a change of under- 
wear and a thirst for new experience, will 
go for Lonely Planet, the Rough Guides or 
Let's Go—guides that claim to penetrate the 
veneer of the holiday brochures and mine 
the grit of real life. 

The new Everyman city guides, by con- 
trast, suit travellers more interested in 
shopping, eating and night-life than in un- 
derstanding the country they are visiting. 
Dorling Kindersley’s glossy Eyewitness se- 
ries, with their alluring use of pictures and 
design, are for those who wanta style acces- 
sory as well asa useful tool. Frommer’s—the 
popular $5-a-day guides of the 1950s—now 
try to cover all classes of tourist, as do the 
Cadogans. Insight guides make a feature of 
their splendid photographs. And beyond 
the mainstream are guides for travellers 
with special interests: hikers, gays, amateur 
archaeologists, lovers of gardens or battle- 
fields, compulsive shoppers . . . 

Until the second half of this century 
only the rich could afford to go abroad as 
tourists. The earliest guide books concen- 
trated on instructing their pampered read- 
ers how to minimise the disturbances of 
travel and to cope with the idiosyncracies 
of the natives—those benighted folk who, 
maddeningly, insisted on getting in the 
way of the superlative views and begging 
for baksheesh outside historic buildings. 

The first uniform series of travel guides 
were the Handbooks, launched in the 1830s 
by John Murray, a British publisher. It was 
an as yet undiscovered area of literature 
and in one of the earliest Handbooks, to 
Switzerland, the author set out the guide- 
book writer's creed: “In order to travel with 
advantage in a country previously un- 
known, something more seems necessary 
than a mere detail of certain lines of road, 
and an enumeration of towns, villages, 
mountains, etc.” Soon he was putting this 


belief into practice: “With regard to the nat- 
ural beauties of Switzerland, there can be 
but one sentiment of admiration. On the 
subject of the moral condition of the Swiss, 
and of their character as a nation, there is 
much variety of opinion. The Swiss with 
whom the traveller comes into contact, es- 
pecially the German portion of them, are 
often sullen, obstinate and disagreeable.” 

A few years later Karl Baedeker 
launched a rival series that would become 
more renowned. He introduced the prac- 
tice of awarding stars to places of outstand- 
ing beauty and interest—a system later 
adopted and adapted by Michelin and oth- 
ers. Like Murray, Baedeker was wary of the 
local populace, as in this 1878 guide to 
Egypt: “Most Orientals regard the Euro- 
pean traveller as a Croesus, and sometimes 
too as a madman, so unintelligible to them 
are the objects and pleasures of travelling.” 

In 1918, when the first Blue Guide (to 
London) was published by Macmillan in 
London and by Hachette in Paris, it was 
still an upper-class market. “London in 
winter is apt to be depressing to the visitor 
unless he has adequate social introduc- 
tions,” it warned. The 16th edition, pub- 
lished this year, takes the modern, gung-ho 
approach: "London is an allyear-round 
tourist and business destination, with an 
exciting calendar of events." 


Facts before fun 


A guide book has two main functions: to 
explain to tourists why they ought to visit a 
place, then give enough detailed informa- 
tion to render their visit convenient, enjoy- 
able and instructive. No matter how lyrical 
the description of, say, the chateau in the 
French medieval fortified city of Carcas- 
sonne, or how well researched the explana- 
tion ofthe Cathars and the Albigensian cru- 
sade that form a vital part of its history, 
visitors who arrive as the chateau is about 
to close for lunch have been let down. 

The range and detail of its factual in- 
formation may determine the choice of 
guide. People needing the times of buses 
and the opening hours of launderettes buy 
a Lonely Planet or Rough Guide. If you are 
looking for a hotel suite in Manhattan for 
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McDonald's and Coca-Cola 
Why nations are rich or poor 
Books in brief: Middle East 
London's St Thomas More 
American Exodus 
Netherworld of prisons 
Imperilled oceans 

Rachel Carson vindicated 
Multimedia: videogames 
Abortion in America | 
W.C. Minor of Broadmoor AS e. : 
Lawrence Durrell's low life 
NickHombysnewnovl — — | - 
New German novels : 
What the world is hearing 

Offer to readers: To order ux published 

titles in The Economist Review, call or fax 

The Economist Shop Bookline on: 

Tel: *«44(0) 171 839 1937 

Fax: **44(0) 171 839 1921 

Titles are sold at uk recom retail 

prices. ux standard post is £2 per book, 

next day delivery is £6. Overseas delivery 

options are discounted courier, airmail or 
"Printed matter", and vary with weight. 
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upwards of $1,000 a night, then the Every- 
man city guide will point you towards it. 
Yet publishers prefer not to pigeonhole and 
are at pains to stress the breadth oftheir ap- 
peal. Thus Everyman also embraces New 
York hotels at less than $150. “The Rough 
Guide to the Pyrenees", while singing the 
praises of the Laverie Foch in Perpignan, 
also mentions some luxury hotels (which 
will arrange your laundry for you) as well as 
running to a scholarly page and a half on 
those accursed Cathars. Rachel Fielding, a 
founder of the Cadogan Guides, sums up 
the catholic credo of her series as *from 
slum it to splurge". 

Although practical detail is important, 
the best books balance it with a welter of 
information on a country's culture, history, 
politics and people—lumped together in 
the Rough Guides in a section headed 
“Contexts”. Mark Ellingham, their pub- 
lisher, believes that one purpose of travel is 
to gain an understanding of a country. 
Thus the Moroccan guide contains transla- 
tions of Moroccan stories; and the Bulgar- 
ian volume, conceding that "knowledge of 
the country's literature is scant", seeks to 
correct that lack with three pages of poems: 

I know the Old Organ-grinder 
Old Organ-grinder 
Old Organ-grinder 
‘He pulls on his Black Gloves 
Black Gloves 
Black Gloves. 
(Edvin Sugarev, b. 1953). 


Mr Ellingham explains: "People may 
spend a lot of time on trains or buses and 
our book may be the only thing they have to 
read. We even get letters from readers prais- 
ing the bits about places they never man- 
aged to get to." 

Rachel Fielding agrees: "We've just 
done a Cadogan Guide to Antarctica. Some 
cruise ships call there but I expect quite a lot 
of people will buy the book just to read it, 
not because they are necessarily planning a 
trip.” The same goes for the longer-estab- 
lished Companion Guides, devised as cul- 
tivated commentaries on foreign parts 
rather than listings of amenities: a blend of 
travel writing and local history. 

Guide books, especially of the back- 
packer kind, are a peculiarly personal form 
of publishing, which explains why some 
successful modern series began almost ac- 
cidentally. The Let's Go guides were started 
by a group of 1960s Harvard students who 
had been doing Europe on the cheap. Tony 
Wheeler, the British founder of Lonely 
Planet, wrote the first book in 1973 in re- 
sponse to questions about the trip he and 
his wife, Maureen, made from England to 
Australia by sea, rail and road. There are 
now nearly 200 titles. 

In 1982 Mark Ellingham went to Greece 
and wrote the first of the Rough Guides. 
"The only guides | could find then had 
plenty about the archaeological sites but 
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nothing about the beaches,” he recalls. 
"And they had hardly anything about the 
colonels and the recent political history, 
which I thought important" He sold the 
book and the idea for a series to a publisher. 
Today there are more than 100 Rough 
Guides and he controls a staff of 40, as well 
as teams of researchers. 

One fault editors have to be alert to is 
that their authors, anxious to convey the 
impression of having been everywhere and 
seen it all, allow a touch of world-weariness 
to creep in. It is easy to be snide, as the au- 
thor of the "Cadogan Guide to the South of 
France" demonstrates when writing about 
Perpignan: "You can't help wondering 
about a town named after a reactionary 
murderer, one that has let its most beautiful 
Gothic monument become a hamburger 
franchise.” The “Eyewitness Guide to 
France" hits a more positive tone: "While 
visitors are sometimes offended by the 
sight of a fast-food restaurant inside, the re- 
sult is that the Loge de Mer has avoided be- 
coming a hushed museum piece. Instead, it 
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remains the centre of Perpignan life." 

This is not to say that the best guide 
books eschew all criticism, but there is a dif- 
ference between shrill abuse and consid- 
ered observation. Thus, staying with Perpi- 
gnan, it is legitimate for the Rough Guide's 
authors to note that Jean-Marie Le Pen's Na- 
tional Front party does well there, “ped- 
dlinga racist vision of white French nation- 
als 'swamped' by outsiders"—information 
that helps us understand the town. 

This is a far cry from the Murray Hand- 
book's supercilious 19th-century strictures 
on the sullen and disagreeable Swiss, or 
Baedeker's on the covetous Egyptians. Such 
national slurs are today unacceptable. As 
travel broadens the mind, so has the nature 
and extent of modern travel broadened 
and mellowed the guide books agenda, en- 
couraging understanding rather than prej- 
udice. No longer tools for survival in a hos- 
tile environment, the best of them build 
bridges between visitors and their hosts. 
They make the world a smaller and more 
tolerant place. 





Making McDonald's and Coca-Cola less American 


The personal touch 


Foreign customers and staff erode multinationals’ national accents 


OCA-COLA and McDonald's are fa- 
vourite targets for those (usually 
French-speaking) Europeans who worry 
about Cocacolonisation, McWorld and so 
on. Even voices that are more friendly to 
American commerce tend to treat the 
brands as monolithic creations, whose suc- 
cess is as uniform as it is inevitable. 

In their different ways, both these 
books—one a conventional business bio- 
graphy of Coke's boss, the other a fascinat- 
ing collection of anthropological essays on 
McDonald's in East Asia—present a riposte 
to this caricature. Yes, McDonald's and 
Coke are powerful; indeed they have 
changed things in ways that even members 
of the Académie Francaise never imagined: 
McDonald's introduced clean lavatories to 
Hong Kong; Coca-Cola won the Olympics 
for its home-town of Atlanta. But it is a two- 
way process. Both companies are also per- 
sonal, local affairs, whose images, uses and 
tastes are changed by the people who lead 
them as well as by the people who produce 
and consume their products. 


I'D LIKE THE WORLD TO Buy A Cokt. By 
David Greising. John Wiley; 334 pages; 
$24.95 and £16.99. 


GOLDEN ARCHES EAsr: MCDONALD'S IN | 
| East Asta. Edited by James Watson. Stan- | 
_ ford University Press; 280 pages; $45. 
| Cambridge University Press; £30 | 


LI $ < y 
kt- Dina Ri cp Minis 
"AST TE MAT PP cae mi ce 
CY Se TRACES gw. "TR ah} i rte ui 
r a. - I > 
he a! P. ^ J 


Tz 





The career of Roberto Goizueta is testa- 
ment to how even a company of Coca-Co- 
la's size can be bent to the will of one man. 
The aristocratic Cuban nearly destroyed 
the company's brand when he launched 
"New Coke". He also bought Columbia Pic- 
tures, a disaster that was only redeemed by 
the greater stupidity of Sony, which bought 
it from him. Yet in his 16 years at the helm 
in Atlanta, he transformed a complacent 
company that was losing ground to Pepsi 
into an international powerhouse. 

By the time lung cancer killed him last 
year, Mr Goizueta had increased Coke's 
stockmarket value from $4 billion to $150 
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billion—and become a business legend. 
Warren Buffet recently urged business stu- 
dents to study Mr Goizueta, “just as, if you 
want to be a baseball player, you should 
study Ted Williams”. 

This should have made the job of David 
Greising, the Atlanta bureau chief of Busi- 
ness Week, an enviable one. Unfortunately, 
Mr Goizueta (and thus Coke) refused to co- 
operate with his biographer. Yet, despite 
this fairly hefty handicap, the resulting bio- 
graphy still provides a decent workmanlike 
portrait, producing the occasional scoop 
(Coke at one time thought of buying Dis- 
ney) without ever quite nailing down its 
elusive subject. 

Mr Goizueta emerges as a cosmopoli- 
tan introvert—an educated man who re- 
garded Atlanta as the boondocks and took 
home $1 billion in pay yet lived in a modest 
house, took simple holidays and liked 
country music. Mr Greising does strip away 
some of the aura of sainthood (Mr Goizueta 
dissembled about his life in Cuba; his rise 
through Coca-Cola was fairly Machiavel- 
lian; he sucked up to Coke's panjandrum, 
Robert Woodruff, something rotten; his 
early years were known as the Spanish In- 
quisition) But the story of how a young Cu- 
ban chemical engineer fled Castro with 
only 100 shares in Coca-Cola to his name 
and rose to be the company's chairman is 
essentially the American dream come true, 
not a hatchet job. 

“Golden Arches East", which might 
have passed into academic obscurity had 
not the New York Times spotted it, is a 
small gem. Its editor, James Watson, à pro- 
fessor of anthropology at Harvard, cor- 
rectly attacks his peers for dismissing com- 
panies like McDonald's and Coke as 
“unworthy of serious inquiry"—this is, he 
says, “not only elitist, but suicidal for our 
profession". Anthropologists, in his view, 
should study where people £o and what 
they do—even ifthat means following them 
into the burger joint. 

There has been plenty of academic in- 
terest in the production side of the story of 
McDonald's (all those debates about 
whether McJobs are real jobs). But it is the 
consumption side that interests Mr Wat- 
son's East Asian essayists. They produce a 
long list of things that McDonald's has 
helped change in Asia, including children's 
birthdays (previously uncelebrated in 
many places; now hosted by “Uncle” and 
*Aunt" McDonald), queuing in Hong Kong 
(previously a serum; now more likely to be 
in a line), the way that Japanese eat their 
food (previously always sitting down; now 
more likely to be standing up); and even 
smiling at strangers (previously close to an 
insult in China—now, in McDonald's at 
least, a sign of good service). 

McDonald's has been particularly as- 
tute at reaching out to children in 
Asia—and teaching them how to be con- 
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sumers. In China, it was one of the first 
companies to cotton on to “the little em- 
perors”, the tyrants bred by Mao's one-child 
families. In Beijing, McDonald's staff make 
a point of befriending the little monsters, 
recording their names and birthdates in a 
special list called “The Book of Little Hon- 
orary Guests”, who are then sent cards just 
before the happy day from their burger-sell- 
ing uncles and aunts. If this is manipula- 
tion, it is Asian manipulation. 

The burger joints are all run by locals. 
And far from accepting the same McDon- 
ald’s that Americans do, Asian consumers 
gradually twist McDonald’s to their own 
purposes. Rather than being fast, efficient 
take-out joints, many McDonald's restau- 
rants are more akin to Seattle coffee 
houses—places to hang out for the young. 
In several places, McDonald's has gone so 
native that many of its customers do not re- 
alise it is American. 

In China, one of its appeals is the fact 
that its menu is so limited; there is no dan- 
ger of losing face because the table next 
door orders a more expensive dish. As Mr 
Watson concludes, people come for the ex- 
perience not the product; and they make 
sure that it is their experience—not one 
foisted upon them by an American jugger- 
naut. Whether the French academicians 
will believe him is another matter. 





Economic evolution 


Europe's fitness 


THEWEALTH AND PovERTY OF NATIONS. By Da- 
vid Landes. Norton; 650 pages; $30. Little 
Brown; £20 


AVID LANDES does not lack confi- 

dence. His title is a self-conscious ref- 
erence to Adam Smith's classic. His goal is 
nothing short of explaining the evolution 
ofthe world's main economies. His thesis— 
that cultural differences ultimately explain 
economic performance—is presented with 
a passion that leaves scant room for dissent. 
In short, he has written an immodest book. 
It is nevertheless a very fine one. 

An economist and historian at Harvard 
University, Mr Landes is unusual in a 
world where success is often gauged by the 
quantity of papers an academic produces. 
He invests many years in writing a single, 
great book. He blurs academic disciplines 
at a time when the trend is towards greater 
specialisation. He is a gifted, witty writer in 
a profession prone to mistake jargon for 
prose. He is unafraid of provocative, even 
outrageous, opinion in the era of political 
correctness. All this ensures that “The 
Wealth and Poverty of Nations” is a hugely 
enjoyable as well as educational read. 

It begins with a discussion of geogra- 


J THE ECONOMIST REVIEW 





phy. Mr Landes vigorously defends a stri- 
dent thesis: that natural endowments (a 
temperate climate, adequate water, the ab- 
sence of virulent disease) gave some areas 
of the world, notably Europe, an enormous 


economic advantage. But European except — 


ionalism went beyond climate. Unlike Is- 
lamic or eastern societies, Europe made a 
distinction between the secular and the re- 
ligious, had decentralised authority, and 
placed far greater emphasis on private 
property rights. All this promoted a culture 
of inventiveness that set Europe on a very 
different path from other civilisations. 

But what really made Europe excep- 
tional—and it lies at the heart of Mr 
Landes's thesis—was the Industrial Revolu- 
tion. To his question, why did it occur in 
Europe? he gives three answers: autono- 
mous intellectual inquiry flourished in Eu- 
rope; empiricism, which combined per- 
ception with measurement, had developed 
further there; and research was routine and 
respected there as it was nowhere else. 

In his search for explanations, Mr 
Landes views the Weberian analysis most 
favourably. It was Calvinism that pro- 
moted the rise of modern capitalism by 
sanctioning a mode of behaviour—ratio- 
nal, ordered, hard-working—that led to 
business success. Other societies lacked 
these qualities. In the Arab world, for in- 
stance, Mr Landes sees a culture that mis- 


trusts new techniques that come from the . 
“enemy” West, that does not respect knowl- _ 


edge acquired abroad, and whose denigra- 
tion of women makes it incapable of gener- 
ating a capable workforce. 

Balanced exposition and measured 
judgment, however, are not Mr Landes's 
strengths. His book has no time for alterna- 
tive theories. Cultural relativism, “new eco- 
nomic history”, dependency theory—all are 
dismissed with equal abandon. Under any 
other circumstances this would have ren- 
dered Mr Landes's account simplistic and 
shrill. But backed as it is with a wealth of 
knowledge that stretches over such a broad 
canvas, it is a scholar's indulgence. And em- 
inently worth reading. 
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Bad neighbours become bad friends 


When the Middle East is not consumed by Arab-Israeli problems, it is bat- 
tered by crises in the Gulf or the fear of Islamism 


ARMED STRUGGLE AND THE SEARCH FOR 
State. By Yezid Sayigh. Oxford University 
Press; 1,000 pages; £70 and $99 

OW can it be that the Palestinians, 

an uprooted and dispersed Arab 

people who never had a state of their own, 
are relatively close to getting one now? Be- 
cause, says Yezid Sayigh, the goal of build- 
ing a nation-state was at the heart of the 
Palestinians’ long years of armed struggle. 
In theory, they were also fighting to liber- 
ate all of Palestine, but since the guerrilla 
movement, even in its heyday, was mod- 
est as a fighting force, this was never a real 
possibility. 

Mr Sayigh, who fought with the Pal- 
estinians against Israel in Lebanon, ad- 
vised the Palestinian delegation at the 
Madrid peace talks and is now at the Cen- 
tre of International Studies in Cam- 
bridge, has spent 12 years researching and 
writing this definitive study of the armed 
struggle. He traces the Palestine Libera- 
tion Organisation (PLO) from its birth in 
1964 (before that, the exiled Palestinians 
were recruited by Arab armies), through 
its revolutionary 1968-72 period when it 
was a State-within-a-state in Jordan, and 
its cuckoo-like resettlement in Lebanon 
after it was thrown out of Jordan, until 
1982, when Israel's invasion of Lebanon 
forced it to trail off ignominiously to re- 
moter exile in Tunisia. 

Through all those years, the Palestin- 
ians were defined by their loyalty to the 
armed struggle. But after 1982 the strug- 
gle-from-exile faded in importance, to be 
replaced first by the internal intifada (up- 
rising) and then by the acceptance of a ne- 
gotiated compromise, the terms of which, 
Mr Sayigh argues, ran counter to the PLO's 
principles and aims. 

At the heart of the armed struggle was 
the determination of its leaders to create 
the institutional framework and bureau- 
cracy of a state. Insisting, obsessively, on 
international recognition of the PLO as 
the sole legitimate representative of the 
Palestinian people, they created a non- 
territorial, pre-independence equivalent 
of a state. Some disagreed with this aim. 
The historic faultline within the Palestin- 
ian movement, says Mr Sayigh, was the 
division between the state-builders and 
those who understood that statehood 
would eventually mean abandoning 
what they saw as immutable rights. 

Mr Sayigh's conclusion is that even if 


the armed struggle had been differently 
led, with different aims, the outcome 
would have been much the same "given 
the objective reality of divergent Arab pri- 
orities, Israeli power, Soviet diffidence 
and American hostility." Yasser Arafat (a 
"uniquely ambitious and self-promoting 
character") is attempting the transforma- 
tion of his mock “armed struggle" state 
into a real, working state. Is he the right 
man to do so? Mr Sayigh would say not, 
citing "his jealous grip on power and reli- 
ance on planned corruption". But who 
else do have the Palestinians have? 





THE PERSIAN GULF AT THE MILLENNIUM. 
Edited by Gary Sick and Lawrence Potter. St 
Martin's; 366 pages; $49.95. Macmillan; 
£40 


HE Gulf, its oil and its twitchiness 

have partly taken over from the Arab- 
Israeli conflict as a western cause for con- 
cern: there is, after all, Iraq, Iran, Islam- 
ism, the despotism of feudal rulers and 
much else to worry about. These essays are 
the fruit of seminars held in 1994-95, at 
which citizens from the eight Gulf coun- 
tries exchanged views with a smaller 
number of westerners (a ratio that is not 
reflected in the authorship of the essays). 
Gary Sick, the promoter of the project, is 
now, together with Lawrence Potter, at 
Columbia University; he has, among 
other things, been a White House expert 
on Gulf affairs. 

His own essay traces the slow-motion 
crisis in the Gulf states which has the ca- 
pacity "to transform their domestic poli- 
cies, their relations with each other and 
their relations with extra-regional pow- 
ers." He discusses in detail such structural 
defects as the lack of political participa- 
tion and accountability, destroying, in 
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the process, several myths, including that 
of fabulous riches: the combined GDP of 
the eight is about the same as Switzer- 
land's.Oil, he suggests, has become a drug, 
lulling governments into a false illusion 
of comfortable immobility. 

Other chapters deal with security, bor- 
der disputes and Iran's military capabili- 
ties. Frank Vogel, an expert in Islamic law 
from Harvard, takes a comparative look 
at Islamic systems in Iran and Saudi Ara- 
bia. Munira Fakhro, from Bahrain Uni- 
versity, examines the domestic uprising 
in her own country, concluding that “it is 
difficult not to envision similar develop- 
ments in the other Gulf states." 

THE PROCESS: 1,100 DAYS THAT CHANGED 
THE MiDDLE Easr. By Uri Savir. Random 
House; 352 pages; $27.95 

HIS is an Israeli view of the peace 

talks, showing Mr Arafat as a madden- 
ing but ultimately shrewd operator. As Is- 
rael's chief negotiator in the peace pro- 
cess, Uri Savir provides a lively, detailed 
description of three years of fraught, 
sometimes stormy but basically success- 
ful negotiation—which bumped pain- 
fully to an end when Israel's Labour Party 
lost the May 1996 election to Binyamin 
Netanyahu's Likud coalition. 

Mr Savir, director-general of the Min- 
istry of Foreign Affairs at the time, joined 
the secret talks in Oslo in May 1993, and 
went on to negotiate both the Declaration 
of Principles, signed in September 1993, 
and the Interim Agreement, signed in 
September 1995. In the process he grew 
close to his opposite number, Abu Ala 
(Ahmed Qurei), and became expert in the 
quirks, quibbles and humour that pre- 
cede a crucial decision. This is history in 
the making, well told. 





IN THE SHADOW OF THE PROPHET. By Mil- 
ton Viorst. Anchor; 368 pages; $24.95 

ILTON VIORST, a writer on the 

Middle East, worries that the Ar- 

abs are losing on the global racetrack. The 
reason, he argues, is that they are held 
back by their ties to their religious heri- 
tage. So he sets out to examine conflicting 
interpretations of Islam, and the deleteri- 
ous impact it has on contemporary Arab 
society. He studies Egypt, Sudan, Saudi 
Arabia and Algeria, with interviews and 
sharp comment. His own favourite inter- 
view is with Jordan's King Hussein. He 
hopes that fiercer Muslims will pay atten- 
tion to the king's moderate views; it does 
not seem very likely that they will. 
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Religious martyrdom 
A man Tor most 


Seasons 


THE LIFE OF THOMAS Mont. By Peter Ackroyd. 
Chatto & Windus; 435 pages; £20 


NES the end of Peter Ackroyd’s mas- 
terly biography comes a telling scene. 
A messenger calls at Thomas More’s house 
in Chelsea, informing him he must come at 
once before the royal commissioners. The 
year is 1533; More has already resigned as 
chancellor of England, knowing that Henry 
VIII is determined to go forward with his 
marriage to Anne Boleyn and to proclaim 
his supremacy over the pope. This is the cri- 
sis that will bring on the English Reforma- 
tion, and More’s own death. The household 
panics; but More rebukes them. He has 
staged the scene himself, in order to pre- 
pare them for what is to come. It is deadly 
serious, but it is also a game. 

This is More’s world, as Mr Ackroyd de- 
picts it: a world of law, discipline and es- 
tablished hierarchies ordered by God, but 
also one of japes, jokes, disguisings and the- 
atre. As a king’s bench lawyer, member of 
parliament, chancellor and, after his death, 
a Catholic saint, More himself was the em- 
bodiment of gravitas; but his name, morus, 
says Mr Ackroyd, meant fool, and he did 
not forget it. He delighted in ribbing peo- 
ple, and also in mocking himself. On a rare 
trip abroad, to Bruges, he made a pack of 
foreign ambassadors try to say “Thwaits 
thwacked him with a thwitle.” Arriving at 
last at the gate of the Tower of London, 
where he was to die, he was reminded that 
he had to give his upper garment to the 
gatekeeper: he offered him his hat, “and I 
am very sorry it is no better for you.” 

These two worlds, of course, were not 
distinct; they fed on each other. Earthly life 
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appeared as foolishness precisely because 
God's order was transcendent, and man 
could not imitate it. The premise of More’s 
most famous work, “Utopia” (literally, “no- 
place”), was to present an earthly commu- 
nity so ideal that it could not possibly exist. 
The closest man could get to perfection was 
to observe and obey the law and to practise 
the rituals of the Catholic faith. 

Mr Ackroyd painstakingly and marvel- 
lously reconstructs these two parts of Mo- 
re’s universe, putting the reader right into 
the sounds, smells and paperwork of the 
late medieval law courts, and leading him 
too through the vivid sacramental life of 
the age. The history begins with a moment- 
by-moment description of the rite of bap- 
tism. This thrillingly plunges the reader, as 
the rite plunged the child, into a universe of 
light and dark, saved and damned, the liv- 
ing and the dead. 

Yet the strengths of Mr Ackroyd’s book 
are also, on occasion, its weaknesses. He has 
been renowned, after his “Hawksmoor’, 
"Dickens" and “Blake”, as a writer on Lon- 
don. More was a Londoner, born in Milk 
Street, resident later in Bucklersbury and 
Chelsea; he rarely left the city and clearly 
loved it. This gives Mr Ackroyd licence to 
roam the streets with More, conjuring them 
up as few writers can: the shops, the rub- 
bish heaps, the shrines, the public urinals. 
On the other hand, it leads him to give Lon- 
don too much weight. He talks of *London 
comic dialogues", London jeremiads on 
"the prison of this world", the bawdiness of 
London verse, as if these were not universal 
in the Europe of More's day. By the time the 
reader is told that Utopia is "London re- 
drawn by visionary imagination", it is hard 
to suppress a sigh. It belittles More, who 
saw himself so clearly as a member of the 
Church universal and the world, to confine 
his thinking so much to one place. 

There are difficulties, too, in the treat- 
ment of More himself. At least in England, 
he has always been a keenly controversial 
figure. He was a man of high intelligence, 
impressive piety and endearing light- 
heartedness; he was also a ruthless interro- 
gator, a hunter of heretics and burner of 
books, who rejoiced in sending to the stake 
men whose only crime was to suggest that 
belief in God might be informed not by 
priests and popes but by private con- 
science. Mr Ackroyd presents More with 
such sympathy, even love, that he cannot 
seem to bring himself to give proper weight 
to these brutalities. He absolves More by 
saying that he was desperate, believing that 
Lutheran heresy was on the brink of de- 
stroying the world as he knew it. There is 
truth in this, but it does not exonerate him. 

The question of More’s own conscience 
is a delicate one. It was this, he said, that 
would not let him take the oath of succes- 
sion or subscribe to the 1534 Act of Suprem- 
acy, those acts of political cynicism by 
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TO ADVERTISE YOUR NEW BOOKS AND REPORTS 
GET IN TOUCH WITH NICHOLAS BEYTS, 
TELEPHONE: ++44 171 830 7000 EXT 1309 
E-MAIL: Nickbeyts@economist.com 


"M ing Expatriates in the CIS: Russia, 
Petre a. Kazakhstan, Ukraine and 
Uzbekistan" by Global Human Resource 
Solutions, Price Waterhouse. The latest in 
our series "Managing Expatriates" provides 
one of the most detailed studies available of 
the remuneration and benefits practices of 
multinational companies with expatriates in 
selected republics of the CIS. The report con- 
tains written and tabular analysis, comments 
from expatriates and colour photographs. 
Price £250 / $400. Contact Scott Cromar Tel: 
++44 171 939 3000 Fax: ++44 171 939 3001 E- 
Mail: Scott_Cromar@Europe.notes.pw.com 


"International Assignments Euro 
Policy and Practice 1997/98" by Global 
Human Resource Price Water- 
house. This is the third European Survey of 
Expatriate Policy and Practice which con- 
tains detailed information on the Interna- 
tional Assignment Policies of 184 companies. 
It fap a comprehensive analysis by 
industry sector allowing a comparison of 
your policy with similar companies. Price 
£350 / $600. Contact Scott Cromar Tel:++44 
171 939 3000 Fax:++44 171 939 3001 
E-Mail:Scott..Cromar&Europe.notes.pw.com 


Global e / ^s a monthly "a 
service providing objective analysis 
of the world's top performing offshore funds. 
Each report on one sector, examining 
performance and detailing the underlying 
investment strategies of 10 hedge and tradi- 
tional funds. GFA provides a ready-made 
shortlist of leaders in the cross-border invest- 
ment arena, for marketing executives, man- 
agers and investors alike. Tel: ++44 171 581 
3100. Fax: ++44 171 581 3166. E-mail: gfa@for- 
tune.co.uk www.globalfundanalysis.com 


World Markets for Nonwovens and 
Other Non-Spun Products: Forecasts to 
2005. Nonwovens is one of the faster grow- 
ing sectors of the textile industry. It provides 
manufacturers with opportunities to pene- 
trate diverse markets using new materials 
and novel technologies. Competition is 
intense, but many potential growth markets 
remain uttlapoé. The report assesses this 
dynamic market, compares Western compet- 
itiveness with Asia, and provides forecasts of 
production and demand. Compiled by 
experts from nine countries, the report con- 
tains data unavailable elsewhere. Contact 
Robin Anson, Textiles Intelligence on Tel: 
++44 1625 536136 or Fax: ++44 1625 536137 


Unorganization: Business not Busyness! 
An end to using 19th century systems in the 
2Ist century. Ideas include individuals going 
from rankers to branders by developi 
lifestreams, companies downstructuring an 
countries adopting technological capitalism. 
Implemented globally, unorg.com also fea- 
tures 12 language translations. Read FREE-OF- 
CHARGE. Unorganisation: The Business, 
Global, Political, Individual and Personal 
Handbooks on the Internet at 
http://www.unorg.com 


For more information about the titles 
supplied above, visit the Classified Section on 
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which Parliament and king finally over- 
rode the authority of Rome. Did conscience 
therefore have primacy, after all, even with 
More himself? Mr Ackroyd insists that his 
understanding of conscience was not the 
modern one: it was not an individual mat- 
ter, but the state of being in absolute confor- 
mity with a higher law than the laws of the 
land. In fact, he says, it was for the law—thus 
interpreted—that More willingly embraced 
his death by beheading on the king's orders. 

It is possible that Mr Ackroyd protests 
too much on behalf of his subject. Even 
within the medieval church, there was a 
rich tradition ofthe mystical interior life in 
which a man or woman was in private and 
direct relation to God, without intermedi- 
aries: this was indeed Luther's “judgment 
according to love, without any law books." 
There were also many thinkers—of whom 
More's great friend Erasmus was one—who 
believed in a purified and simplified Cath- 
olic church that would be no less compel- 
ling and no less universal. More could not 
seem to grasp this; for him, it was all or 
nothing. It is small wonder that, at the end, 
even his own family could not understand 
why he was so intractable. 

Of course, the Reformation changed ev- 
erything; the modern world arrived, and 
More could not hold it back. Mr Ackroyd 
seems to regret this as keenly as he did. This 
magnificent though flawed book is, in part, 
a lamentation for a vanished age of piety, 
order, ritual and authority; its dissolution 
gives Mr Ackroyd, as it gave More, a terrible 
urgency. Yet the old world is not as dead as 
he imagines. In any Catholic church in Eng- 
land, or elsewhere, he will find believers in 
papal authority, the real presence of Christ 
in the Eucharist, and the communion of 
saints; he will find candles, holy water, 
genuflection. Yet this reverence for ritual 
and law is combined, nowadays, with a 
healthy regard for individual conscience: 
the compromise that More tried to deny his 
country, as well as himself. 





American politics 


Immortal words 


PILLAR OF FIRE: AMERICA IN THE KING YEARS, 
1963-65. By Taylor Branch. Simon & Schuster; 
758 pages; $30 and £25 


FEST the title: Exodus Chapter 13, verse 
21: "And the Lord went before them by 
day in a pillar of a cloud, to lead them the 
way; and by night in a pillar of fire, to give 
them light." Taylor Branch entitled the first 
volume of his trilogy “Parting the Waters", 
And, again with reference to Exodus, "At 
Canaan's Edge" (Canaan being the Prom- 
ised Land)is said to have been picked as the 
title of the third. The theme, then, is deliv- 
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erance from what Martin Luther King 
called in a sermon “the Egypt of slavery". 
And ifthe metaphor places King in the role 
of Moses, the monumental speech “I Have 
a Dream" by which he is vividly remem- 
bered becomes a tablet handed down from 
Sinai. In the context of the mighty struggle 
that brought the American Negroes the ju- 
ridical equality they now enjoy, the meta- 
phor is not wrong. 

"Pillar of Fire" is the second massive 
volume of a huge three-volume project. The 
large scale and evident freedom he was 
granted on the work's length have tempted 
the author sometimes to fill more space 
than was really necessary. When, for exam- 
ple, he describes Lyndon Johnson's visit as 
vice-president to St Augustine, Florida, he 
turns aside to explain to the reader how im- 
portant the city's eponym, Augustine of 
Hippo, was in the early history of the Chris- 
tian church. The Beatles get a part for their 
first landing in New York, as does Winston 
Churchill for his death and funeral. 

Relevance, however, is probably not the 
principal standard set by Mr Branch for his 
work, which is being recognised as impor- 
tant despite its refusal to fit into any cate- 
gory. Rejecting continuity and ignoring 
chronology, it is an interwoven fabric of 
narratives, some of them quite new, many 
of them fascinating, most of them related 
in one way or another to the theme de- 
noted by the title he has chosen. 

The main characters in this volume are 
Malcolm x, King, John Kennedy, Lyndon 
Johnson, J. Edgar Hoover and Robert Ken- 
nedy. The first of these, Malcolm x, lived his 
tragic life in contradiction of the principle 
of political action spelled out by King from 
Birmingham jail in the margin of a smug- 
gled newspaper. “Non-violent direct ac- 
tion", he wrote, "seeks to create such a crisis 
and foster such a tension thata community 
which has refused to negotiate is forced to 
confront the issue. It seeks so to dramatise 
the issue that it cannot be ignored." 

President Kennedy did little for the 
black movement. President Johnson did 


much more, but still was ham- 
pered by his partly irrational 
fears of conspiracies against 
him by, chiefly, Robert Ken- 
nedy, whom he had inherited 
as attorney-general, and who 
in turn was in a state of feud 
with a nominal subordinate, 
J. Edgar Hoover of the FBI. 

Mr Branch, in an inter- 
view, has blamed the cold war 
for a strain of anti-democratic 
secret practices that infected 
American government and 
political life from that day al- 
most to this. The chief issue 
between liberals and conser- 
vatives at the Democratic na- 
tional convention at Atlantic 
City in 1964 was whether to seat a delega- 
tion from the disenfranchised black people 
of Mississippi. Johnson’s political insecu- 
rity prevented his doing much for them. 
Hoover, who saw all Negro agitation as sub- 
versive, had a crew of agents with walkie- 
talkies posing as members of the press. 
They would broadcast warnings of the ap- 
proach of the respectable Mississippi Free- 
dom (“illegal”) delegates to another crew 
inside the hall, who, posing as security 
guards, cleared away any empty chairs 
which the Negroes might try to sit on. 

Some months earlier, a conference of 
senior FBI men had devoted a day to plan- 
ning bugs and wire taps “aimed at neutral- 
ising King as an effective Negro leader”. For 
Hoover, if for nobody else, the campaign 
bore fruit in the soundtrack of a long, exu- 
berant party in the old Willard Hotel with 
colleagues, friends and drinks, which got 
unusually informal and in the course of 
which King’s unmistakable voice was 
heard to exclaim: “I'm fucking for God.” 
Hoover, when he heard the tape, ex- 
claimed: “This will destroy the burrhead.” 
It did not. He was destroyed in the end by 
an unbalanced man with a rifle. But that is 
for the third volume. 





The craze for imprisonment 


Criminal 


ASIN AGAINST THE FUTURE: IMPRISONMENT IN 
THE WORLD. By Vivien Stern. Penguin; 432 
pages; £8.99 (paperback only). To be pub- 
lished in America by Northeastern University 
Press in October; $50 


[5 A meticulously documented, clearly 
written book, Vivien Stern, a British 
prison reformer, takes the reader on a tour 
of the expanding netherworld of prisons. It 
is nota pretty sight. Jails almost everywhere 
are harsh and brutal; few are run along en- 
lightened lines. Overcrowding is rife. Most 
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prisoners are poor, badly educated teenage 
boys or young men (although the imprison- 
ment of women, once rare, is rising fast). 
Beatings, rape, intimidation and extortion 
are daily occurrences. Prison officials are 
usually poorly paid, badly trained, some- 
times corrupt and—fearful of the prison- 
ers—often violent themselves. As more and 
more people have been crammed into pris- 
ons, attempts at education and rehabilita- 
tion have been all but abandoned. Grow- 
ing numbers of the mentally ill have been 
dumped behind bars. In all countries, A1DS 
is a danger. 

Mass imprisonment was once em- 
braced most enthusiastically by totalitar- 
ian countries. No longer. After Russia, 
which is still struggling to come to terms 
with the legacy of the gulag, the United 
States now has the second-highest rate of 
imprisonment in the world (619 prisoners 
per 100,000 inhabitants compared with 
Russia’s 690). European rates of imprison- 
ment have also risen, although by much 
less. Most countries in the European Union 
imprison fewer than 100 people per 
100,000 inhabitants. Britain is an excep- 
tion, with a rate of 120. 

After serving 19 years as the director of 
Britain’s leading non-profit body dealing 
with ex-offenders, Ms Stern has few illu- 
sions about prisoners. She understands the 
difficulties facing prison officials strug- 
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gling to maintain order in an overcrowded, 
financially starved institution and dogged 
by politicians howling for ever harsher 
punishments. She even has some sympathy 
for the popular desire for retribution. She 
has no qualms about locking up violent 
and dangerous criminals, and readily ac- 
knowledges that, dangerous or not, those 
who have committed heinous crimes may 
have to be imprisoned in the interests of 
justice. But crucially, she sees prisoners as 
fellow citizens, most of whom will one day 
rejoin society. And she makes a persuasive 
case that most of those behind bars do not 
belong there. 

Imprisonment itself is a devastating ex- 
perience. It separates the prisoner from 
friends, family, community and much 
chance of future employment. Life is 
regimented. Physical or mental activity is 
severely restricted. The feeling of isolation, 
and rejection, is profound. One of the big- 
gest tasks of any prison regime is to stop the 
prisoners from killing themselves. 

The vast majority of prisoners in any 
country are not violent criminals or dan- 
gerous psychopaths, but young men who 
have committed a non-violent property 
crime, or got into some relatively minor 
scrape with the law. Locking them up for 
long periods, subjecting them to the isola- 
tion and brutality of the average prison, is a 
way to push them towards further crime, 
not towards responsibility or stability. 

Ms Stern does not flinch from uncom- 
fortable truths. She admits that there is no 
evidence that rehabilitation works, at least 
in the meagre form it has been briefly at- 
tempted in most countries. But she does 
not despair. With a mass of evidence, she 
calmly dismantles the argument that 
“prison works”. She demonstrates how the 
popular demand for more and harsher 
imprisonment is based on profound igno- 
rance of what goes on in prisons and of 
how the courts actually sentence criminals. 
Studies show that people change their 
minds about sentencing and prisons when 
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they are better informed. And she describes 
the approaches of those few places, such as 
New Zealand and Quebec, which have 
shown that alternatives to prison can be 
made to work: non-custodial sentences, 
recompense to victims and reconciliation. 
In these, she sees a glimmer of hope. 





The marine environment 


Over-eager 


SONG FOR THE BLUE Ocean. By Carl Safina. 
Henry Holt; 458 pages; $30 


T is a campaigning song that pre- 
tends to be a ballad. It has three verses. 
The Atlantic bluefin tuna has been severely 
overfished. Salmon along the north-west 
coast of America and Canada are dwin- 
dling. And coral reefs in the Pacific are be- 
ing destroyed by dynamite and cyanide. 
The refrain is a familiar one. Man is driven 
by greed and short-sightedness; those few 
souls who, against all odds, fight to protect 
nature stand as an example. 

The song owes more to journalism than 
science. Armed with the convictions of an 
environmental activist, a well-thumbed 
edition of Thoreau and a machine for re- 
cording prodigious amounts of dialogue, 
Carl Safina wanders around interviewing 
conservationists, seafarers (condescend- 
ingly called “good fishermen and good 
people”) and just about anybody else he en- 
counters, Narrative, description and quota- 
tion illustrate a universal tendency to over- 
fish and destroy. 

Atlantic bluefin tuna are only a tenth as 
numerous as they once were, yet the hunt 
goes on. Skippers have spotter planes and 
sonar. They are impelled by Japanese will- 
ing to pay well over $100 a Ib (half a kg) for 
the best flesh. Some environmentalists, Mr 
Safina among them, have tried to get the 
bluefin listed as an endangered species. 

Salmon fisheries have collapsed too, 
but overfishing is only partly to blame. Log- 
ging has clogged the streams where salmon 
once spawned. Dams have blocked their 
journey home and mangled young fish 
heading for the sea. Water has been di- 
verted for agriculture. Some salmon popu- 
lations have already disappeared; more are 
destined to follow. 

Tropical reef fish are falling victim to 
cyanide and dynamite fishing. Affluent 
Chinese like to see their meal swimming 
around. Having been stunned with cya- 
nide, live fish are transported to Hong 
Kong's restaurants. The large fish that are 
captured are relatively scarce and slow- 
érowing and are not being replaced. Worse, 
cyanide poisons the entire reef, which will 
take decades to recover. 

The villains are the usual hate-figures: 
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politicians, unscrupulous and rapacious 
businessmen, and bureaucrats too lazy or 
ambitious to protect the resources they are 
charged to steward. Mr Safina describes 
how the commission regulating the Atlan- 
tic tuna wilfully ignores scientific evidence 
that thecatch should be reduced. The utility 
that owns California's dams does what it 
can to ignore its part in the salmon's de- 
mise. In the tropical paradise of Palau, a lo- 
cal bureaucrat strives to frustrate conserva- 
tionists who threaten the interests of well- 
connected local businessmen. 

Much of this is familiar, and some of it 
is a tiresome read. Mr Safina can write. Un- 
fortunately, somebody once told him so 
and he fancies himself as an "inspira- 
tional" author. Typically, before coming to 
the point, the reader learns that: "The 
ocean's flat pewter expanse broods under 
an unsettled, lead-throated sky. One lone 
sailboat on the darksea summons from 
somewhere a luminous shine, its sails glow- 
ing like a polished pearl upon gray velvet." 

More unsettling is an ambiguity at the 
heart of this book. Most of the time Mr 
Safina presents himself as merely a curious 

of the oceans. He is everyman, 
bowled over by the beauty of it all, moved 
by the struggle of most seafarers to scratch a 
living, and shocked at the greed of a few. 

This is disingenuous. As Mr Safina tells 
us, he is in fact an environmental lobbyist 
who has devoted his career to campaigning 
for the ocean environment. His book 
makes an emotional plea for a universal 
"sea ethic" to save the ocean before it is too 
late. Yet his appeal rests upon what are ac- 
tually rather exceptional examples: few ani- 
mals are as valuable as the bluefin tuna— 
which, in any case, is in no danger of extinc- 
tion; few species return far up river to 
spawn; and the destruction of reefs (which 
is indeed to be lamented) is unparalleled. 
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This might seem unfair. After all, few 
doubt that the sea is over-exploited and 
that something should be done. Does it 
matter how the argument is put so long as it 
comes to the right conclusion? Only if you 
are looking for the right remedies. 





The global environment 


A natural woman 


RACHEL CARSON: WITNESS FOR NATURE. By 
Linda Lear. Allen Lane; 634 pages; £25. Henry 
Holt; $35 


Ev since 1962, when the publication 
of "Silent Spring" made Americans 
more aware of the risks posed by chemical 
pesticides, Rachel Carson has symbolised 
all that is inspiring—and annoying—about 
environmental campaigners To other 
greens, she is a heroine who stood up to 
vested interests in government and big 
business. To her critics, she is an alarmist 
who used scientific evidence selectively 
and failed to appreciate that new technol- 
ogy brought huge benefits, as well as risks. 

Linda Lear, an academic at George 
Washington University, is too sympathetic 
to her subject to attempt any objective judg- 
ment. Rather than assess Carson as a sym- 
bol of environmentalism, she describes her 
as a human being, documenting her up- 
bringing, her successes and failures, and 
her emotional ties. Though it lacks hard- 
edged analysis, the result is enchanting. 

Rachel Carson was born in 1907 into a 
poor family in Pennyslvania. The home of 
her parents, where she was raised, had no 
indoor plumbing, but, as Mrs Lear notes 
with her characteristic attention to detail, it 
was adorned on the outside with honey- 
suckle and lilac. She had a doting mother 
who preferred teaching her daughter at 
home to letting her go to school. 

At college Carson was unsociable, acne- 
ridden and had greasy hair. From her early 
years it was clear that she was an outstand- 
ing scientist (she trained as a marine biolo- 
gist and worked for the Fish and Wildlife 
Service) as well as an outstanding writer 
(she could explain complex scientific issues 
in language which was simple yet conveyed 
the beauty of the natural world). 

In *The Sea Around Us" (1951), she de- 
scribed, in poetic language, the science of 
the oceans. With her portrayal of the sooth- 
ing, timeless rhythms of the natural world, 
she struck a chord with the American pub- 
lic at a time of widespread anxiety about 
the arms race and the Korean war. "Silent 
Spring" also emerged at an opportune mo- 
ment, at a time when many people were 
worried, as well as excited, about the dizzy- 
ing pace of technological change. 

Carson amassed evidence on the dan- 


gers of chemical pesticides only as she be- 
gan the research for "Silent Spring", but she 
had long before evolved a philosophy of 
life which made her particularly receptive 
to the idea. "I believe that whenever we sub- 
stitute something man-made and artificial 
for a natural feature of the earth, we have 
retarded some part of man's spiritual 
growth", she said in a speech in 1954. Like 
many religious-minded American Indians, 
Carson had an almost mystical respect for 
nature, and was suspicious of any attempt 
by man to control it. 

Those of her opponents who had not 
met her often assumed from Carson's 
strong opinions that she was a dragon-like 
woman, emotionally cold and more con- 
cerned with the welfare of animals and 
plants than of humans. One critic won- 
dered why “a spinster with no children was 
so concerned about genetics". Carson never 
married, and remained tied to her mother, 
caring for her until her death in 1958. 

But her life was not loveless. She be- 
came very close to Dorothy Freeman, a 
neighbour in Maine, where she had a river- 
side cottage. The two women shared a love 
of nature, and though Mrs Lear does not 
specify precisely the nature of their love for 
each other, it was without doubt profound. 
Before dying of cancer in 1964, Carson left 
Freeman a parting note: "And as long as ei- 
ther of us lives, I know our love will ‘never 
pass into nothingness' but will keep a quiet 
bower stored with peace and with precious 
memories of all that we have shared. I need 
not say it again but I shall— love you, now 
and always." This biography does not de- 
molish all of the criticisms made against 
Carson's theories, but it triumphantly de- 
molishes all the suspicions voiced about 
her character. 
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For all their promise, film-based videogames have spawned some of the 
worst stinkers to disgrace a computer screen. That is changing 


REAT films make you wish you could 
live them. For years Hollywood has 
pandered to this urge with film books, 
“making of" videos and theme-park rides. 
Yet most of these ruin the illusion rather 
than prolong it. The fans want to experi- 
ence full immersion, where they all but 
write the script themselves. Nothing 
comes closer, at least in what it promises, 
than a film-based videogame, where you 
are transported via computer monitor or 
television screen into the skin of the main 
character, placed on the set and let loose. 
Or so goes the pitch from the film stu- 
dios which license software companies to 
write such games. The truth, until re- 
cently, was that film-based games were a 
joke. Limitations in technology and in the 
imagination of the software companies 
reduced films to a crude one-dimen- 
sional caricatures of themselves. The 
"Batman" series became a beat-em-up, 
where a tiny caped figure scrolled across 
the screen flailing at a parade of wee vil- 
lains. "Terminator" was a shooting gal- 
lery where you aimed at just about any- 
thing that moved. 


Converging technologies 


Over the past three years, however, the 
spread of powerful multimedia Pcs, 
along with the equivalently sophisticated 
Playstation and N64 game consoles from 
Sony and Nintendo, have made games of 
near-film quality a possibility. Instead of 
the cartoons of previous videogame con- 
soles, this new generation of games ma- 
chines can create and display fully three- 
dimensional images on the fly and mix 
them with pre-recorded video, making it 
hard to tell where the film clip ends and 
the game begins. At the same time the film 
industry has itself adopted more digital 
effects, making the production of block- 
busters such as “Jurassic Park” and 
“Titanic” increasingly an exercise in the 
same computer modelling and graphics 
techniques that are used in modern 3-D 
videogames. 

Dreamworks, the newest big studio, 
was created in 1994 by Steven Spielberg (a 
gaming fanatic) on the notion that the 
world of film and that of “interactive 
entertainment” were merging, as shared 
techniques and technology allowed fic- 
tional characters and imaginary worlds 
to live in parallel film and videogame 
worlds. Most of the other big studios, 


from Sony and Disney to Fox, now have 
their own “interactive” subsidiaries, de- 
signed to exploit these same synergies. No 
wonder: this is big business. On the week 
it opened earlier this year, “Resident Evil 
2”, a horror-film videogame, “grossed” 
more than any film save “Titanic”. 

What distinguishes the new genera- 
tion of film games from their predeces- 
sors is that they look right. The settings 
might have been taken straight from the 
big screen; the characters look, talk and 
walk like their namesakes. Perhaps the 
best example of that is the new version of 
“Blade Runner”, which has digitally mod- 
elled sets that are often indistinguishable 
from the film’s originals. The list of credits 
runs as long as for the film itself, and 
some of the original’s actors, including 
Sean Young, have come back to record the 
dialogue and have their bodies repro- 
duced in three-dimensional digital look- 
alikes that move as the player directs. 

So has the fabled “interactive movie” 
finally arrived in videogame form? Not 
quite. Even the best of them are still a cari- 
cature of the films that inspired them. 
This is not always such a bad thing. 
Games are supposed to be fun, which 
means focusing on some part of the film 
that involves a challenge within every- 
body’s reach (which is probably why there 
are no games where you have to trade 
witty banter with Robin Williams or 
charm Meg Ryan). The game “Indepen- 
dence Day", for example, is built on just 
the few minutes in the film where Earth’s 
pilots battle aliens in the sky. “Alien Tril- 
ogy” involves stalking spaceship corri- 
dors for nasty fanged things which are in 
turn stalking you. And “Jurassic Park” is 
an exercise in leaping about the jungle 
trying to eat and avoid being eaten. 


Visceral versus cerebral 


For games based on action films, skip- 
ping dialogue, character development 
and plot is probably no great loss: games 
makers assume that anybody playing the 
game has already seen the film, under- 
stands the context and just wants to 
spend more time in its adrenalin-laden 
core. But where film-based games have 
made their greatest strides is in the con- 
version of more subtle fare, whose charm 
derives from the complexity of the plot as 
well as from action, atmosphere and spec- 
tacle. Most do this by recasting the film’s 
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components as a sort of detective story, 
where the player guides a character 
through a set, exploring, collecting clues, 
fighting occasionally and working to- 
wards one of several pre-scripted endings. 
This is not necessarily a bad approach, 
but it tends to lose the emotional impact 
of the film. 

“Blade Runner” is a case in point. The 
film is a dark exploration of a profes- 
sional killer’s torment at “retiring” robots 
which seem disturbingly human, and of 
the implications of a technology that can 
hide a robot's real nature even from itself. 
“Blade Runner”, the game, is an exercise 
in guess-the-replicant. You can choose to 
side with the replicants or kill them, and 
the game plays differently depending on 
that choice, but it is a pretty arbitrary mat- 
ter. By contrast, the film’s power comes 
from the dawning realisation that the 
main character had no choice; that he was 
what he was and his sense of free will was 
an illusion. 

By the same token, “Men In Black”, 
the game, has got alien-hunting down pat 
but shows no sign of being based on a 
clever comedy, which was the film’s main 
charm. “Titanic”, the game, wisely does 
not even attempt to follow the film at all. 
This does not make these videogames fail- 
ures, only an experience with an appeal 
confined mainly to rabid fans of the film 
and to hard-core gamers who happily 
spend 20 hours hunched over a screen. 
Another few years of computer develop- 
ment will narrow the enjoyment gap be- 
tween a film and its videogame spin-off. 
But the fascination of films is the com- 
mand of the storyteller. Having to assem- 
ble a tale yourself from pre-scripted parts, 
no matter how inventive, is somehow just 
that bit less magic. 
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Unwanted pregnancies 


What to do? 


ARTICLES OF FAITH: A FRONTLINE History OF 
THE ABORTION Wars. By Cynthia Gorney. Si- 
mon & Schuster; 575 pages; $27.50 


ONSIDER the following list: hydrogen 
peroxide, potassium permanganate 
corrosive tablets, kerosene and vinegar, cur- 
tain rod, garden hose, glass cocktail stirrer, 
telephone wire, knitting needle, chopsticks 
and football pump. These items were used 
by American women in attempts to abort 
unwanted babies. Or consider the “score- 
card” kept in the 1960s by a doctor in Kan- 
sas of women brought in after a botched 
abortion. The monthly average: 45. 

There are other images, too. Consider 
the dilemma of Dr Michael Freiman, who 
performed thousands of first-trimester 
abortions at Missouri's first legal abortion 
clinic. When he was asked to consider do- 
ing second-trimester abortions, he watched 
a procedure. Here is what happened: 


Freiman stood over [Dr] Peterson's left shoulder, 
studying the doctor's technique, listening to his 
moment-by-moment explanation of what he 
was doing and how best to accomplish it, and 
then a small arm with a hand on it dropped into 
the surgical pan. A hand. It had fingers... when 
the abortion was finished and they walked away 
from the procedure, he found that all he could 
remember was that first single hand. 


Such images are at the heart of America's 
endless debate about abortion. In this com- 
passionate and eloquent book, Cynthia 
Gorney, a former reporter at the Washing- 
ton Post, examines the issue through the 
history of one state, Missouri, and two peo- 
ple. Judith Widdicombe is a nurse, mother 
and good neighbour who began quietly re- 
ferring women to willing practitioners well 
before abortion was legal. Samuel Lee is a 
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devout Catholic who was searching for a 
way to combine his spirituality with practi- 
cal good. He saw in the right-to-life move- 
ment the noblest form of social activism. 

The two are earnest, likeable, commit- 
ted and throughly decent. Mr Lee initiates a 
series of “dialogues” with the staff at Ms 
Widdicombe's clinic. There is no meeting 
of minds on the ethics of abortion, but the 
talks evoke respect and even affection on 
both sides. At the very end of the book, 
shortly after Mr Lee and Ms Widdicombe 
alienate their closest political allies by pro- 
posing initiatives that are considered insuf- 
ficiently purist, they bump into each other 
in the state Capitol building. “I guess we're 
in the same kind of trouble, aren't we?" Mr 
Lee asks. Her response: a hug. 

The crucial difference between the two 
is that when Ms Widdicombe sees a 
woman with an unwanted pregnancy, she 
knows that making abortion illegal is not 
going to make her have the baby. Remem- 
ber the list of amateur abortifacients above. 
Mr Lee sympathises with the woman-his 
wife runs a home for those who need shel- 
ter during pregnancy—but puts the poten- 
tial of the child first. 

This is the nub of the issue: how to ap- 
portion the rights of mother and child. It is 
precisely this point the Supreme Court 
worried over in its famous Roe v Wade de- 
cision in 1973. The Court ruled that Ameri- 
can women had a constitutional right to 
abortion six months into a pregnancy, and 
a limited right thereafter. 

Ms Gorney is an even-handed reporter 
who does not let her guard slip: her own 
opinion on abortion remains unknown. 
But she is distinctly uncomfortable with 
Roe because, by turning an ethical issue 
into a constitutional one, the Supreme 
Court ignored the great middle ground 
where Americans were and remain: in fa- 
vour of legal abortion, but with restrictions. 

Prior to Roe, she shows, state legisla- 
tures were doing a thoughtful, de- 
liberate job of reforming abor- 
tion statutes in line with local 
mores. One result of Roe was the 
rise of abortion absolutists on 
both sides, of clinic bombers and 
defenders of the indefensible: 
America has one of the world's 
highest abortion rates. 

Last year, the Supreme Court 
was asked to decide whether 
there is a constitutional right to 
assisted suicide. The justices de- 
clined the honour, ruling that de- 
fining end-of-life medical prac- 
tices was properly the job of the 
people, through their legislatures, 
to ponder through the exercise of 
intellect and conscience. They 
had learnt the lesson of the Roe 
mistake, but too late. 
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Making the Oxford dictionary 
Minor's major 
contribution 


THE SURGEON OF CROWTHORNE. By Simon 
Winchester. Viking; 224 pages; £10 


F THE making oflists of words there is 
no end. The great Oxford English Dic- 
tionary took 50 years to make, appearing at 
last in 1927. From “a” to “zyst” (the second 
person singular indicative present, in Kent- 
ish dialect, of the verb “to see”), the dictio- 
nary defined 414,825 words with 1,827,306 
illustrative quotations. The editor, James 
Murray, had enlisted the help of thousands 
of volunteers around the country to search 
for words in books, and to send their lists to 
the corrugated-iron shed constructed for 
the purpose in his garden in North Oxford. 
Among those volunteers—sending in his 
quotations in remarkably small, neat writ- 
ing in black ink—was one W.C. Minor, who 
gave his address merely as Broadmoor, 
Crowthorne, Berks. 

The story of the making of the great Ox- 
ford English dictionary has been told sev- 
eral times before; but not the story of this 
man. William Minor was not only one of 
the most valuable contributors to the pro- 
ject, but also the strangest. He was an Amer- 
ican, born in Ceylon (now Sri Lanka), who 
had been a surgeon in the Union army in 
the civil war. At some point in the war, 
probably when he was made to brand the 
face of a deserter during the Battle of the 
Wilderness, he went mad. 

It was a strange, shifting sort of mad- 
ness, which would probably be diagnosed 
today as schizophrenia. For much of the 
time, and for most of every day, he was per- 
fectly lucid and scholarly; but when night 
came he was convinced that men came to 
his room to steal his belongings, or that na- 
ked women asked him to perform un- 
speakable acts. Apparently under the influ- 
ence of these delusions, he shot a man in 
Lambeth in 1871, and was committed to 
Broadmoor (then, as now, Britain’s main 
prison-hospital for the criminally insane), 
for almost all the rest of his life. 

The regime, however, was a kind one. 
He was given two cells, one of which he 
turned into a library and filled with anti- 
quarian books; he was allowed to practise 
his flute and paint water-colours; and he 
was even allowed a knife, to cut the pages of 
the old books, although in the end he used 
it to slice off his penis. In these surround- 
ings, not unlike those of the Athenaeum 
Club (as a contemporary pointed out), he 
worked on the dictionary. 

For several years, Murray had no idea 
who he was dealing with. A chance remark 
about “our poor Dr Minor” gave him the 
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clue, and he arranged a meeting with him 
that developed into considerable friend- 
ship. Oddly enough, the two men were al- 
most mirror-images of each other: similar 
ages, similar heights, with hooded blue eyes 
and white flowing beards. Together they 
would stroll in the gardens of Broadmoor, 
talking about words. 

It is an extraordinary tale, and Simon 
Winchester could not have told it better. 
His fast pace means that the lexicographi- 
cal details are never dull. He has an engag- 
ing sympathy with his main characters, 
and even the minor ones are painted with 
swift, vivid strokes: Herbert Coleridge, the 
first editor, who died when he was “not 
even half-way through looking at the quota- 
tions of words beginning with A”; or Fred- 
erick Furnivall, the second editor, who 
really preferred teaching rowing to young 
waitresses from Oxford Street. 

Mr Winchester also knows how to tease 
the reader, promising him something 
really shocking and strange if he will just 
turn to the next chapter. And he has a thrill- 
ing eye for detail. In the wonderful opening 
evocation of the Lambeth slums where Mi- 
nor committed his murder, he notes the 
tracks of “the London Necropolis Railway, 
carrying corpses to Woking”. Inside Broad- 
moor, he notes that the attendant on each 
floor had a small gas flame in a brass jet 
burning beside him, at which the inmates 
(who were not allowed matches) could light 
their pipes and cigarettes. Most poignantly, 
he includes Minors mad notes to his 
warder, about dry meat or building insur- 
ance, as well as the elegant contributions he 
made to the dictionary. Even more of those 
contributions would have been nice to 
have, but that is a quibble. Mr Winchester 
has written a splendid book. 





Literary biography 


A four-letter man 


LAWRENCE DuRRELL By lan MacNiven. Faber 
& Faber; 832 pages; $46.95 and £25 


HEN, late in life, Lawrence Durrell 

visited Montreal for the first time, he 
wrote to a friend that he had been surprised 
by the city’s unexpected resemblance to San 
Francisco. The likeness was certainly an 
odd one for Durrell to be struck by: not so 
much because of any lack of obvious simi- 
larities between the two cities as because he 
had never actually been to San Francisco. 
But then—as this new biography of the old 
rogue points out—the author of “The Al- 
exandria Quartet” and “The Avignon 
Quintet” was given to fibbing. Or, rather (in 
Ian MacNiven's more partisan phrase) to 
"deceiving with artful fictions, tantalising 
with glimpses of truth". 
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This choice of words says much about 
Mr MacNiven's approach to the study of 
the man he refers to throughout as “Larry”. 
Biographies that own up to the existence of 
warts on their subjects are hardly new. 
Ones that exhort us to love those subjects 
specifically on account of their warts are al- 
together more novel. They are also riskier. 
Had Mr MacNiven succeeded in his aim, 
Durrell would have emerged from this bio- 
graphy as very lovable indeed. 

Certainly, the warts are prominent 
enough, and in by no means short supply. 
Larry deserts his Jewish second wife after 
she has selfishly had a nervous breakdown? 
"[Jews] are given to shallow hyster- 
ia...[and| enormous sexual charges," 
writes our hero. "May she fry in a nice Jew- 
ish hell." Not very kind, perhaps: but then 
Mr MacNiven quickly has Larry make up 
for this lapse by describing the Catholic 
Irish as “equivocal, sluttish and uxorious". 
Phew. And so it goes on (and—this book be- 
ing more than 800 pages long—on and on). 

Larry beats up his mistress when she has 
the temerity to take a job to support them 
until his next book advance arrives. The 
postman delivers a cheque just as the 
thoughtless woman is picking herself up, 
and the pair are soon "laughing and sob- 
bing together" once more. Larry slaps an- 
other wife at a Californian dinner party 
and is rebuked by à furious Henry Miller. A 
paragraph later, Miller is recalling that *he, 
too, had lashed out [at his own wife] years 
before, and that therefore he should not 
criticise Larry.” Hurrah for lying, for anti- 
Semitism, for slapping women. 

Hurrah for Larry. Well, maybe. A curi- 
ous thing about this biography is that it was 
clearly written as a counterblast to Gordon 
Bowkers "Through the Dark Labyrinth" 
(1996), an unauthorised biography of Dur- 
rell, and a work that viewed his warts in an 
altogether less indulgent light. 
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Mr Bowker's life of the writer most no- 
toriously, and unpersuasively, claimed 
among other things that Durrell had an in- 
cestuous relationship with his daughter, 
Sappho, who later killed herself. In a few 
ungallant lines, Mr MacNiven dismisses 
the case by pointing out that Sappho's de- 
scriptions of the affair were made “while 
she was under psychiatric care” (ie, that she 
was crazy). He further notes that she had 
had four abortions (sluttish) and hints that 
she may have had suppressed lesbian urges 
(perverted). Larry would have been proud 
of him. 





The new Hornby 


The Highbury kid 


ABOUT A Boy. By Nick Hornby. Victor Gol- 
lancz; 288 pages; £15.99. Riverhead; $22.95 


HAT is Nick Hornby going to do 

when he grows up? By becoming an 
acute chronicler of various forms of ar- 
rested development, he has achieved the 
dream of many writers: critical acclaim, 
plus long spells on bestseller lists. 

His first book, “Fever Pitch”, was an 
autobiographical account of his love affair 
with Arsenal football club. It hit a nerve in 
England, where many outwardly normal 
men have their most intense emotional 
relationship with a soccer team. Mr Horn- 
by seemed to show that you could be a sen- 
sitive man and a football fan, which came 
as news to some, and a relief to many. 

The second Hornby, “High Fidelity”, 
was a novel. Once again it involved a pro- 
tagonist who had prolonged a teenage ob- 
session well into middle age, to the detri- 
ment of his personal life—only this time the 
obsession was music rather than football. 

"About a Boy", Mr Hornby’s latest 
novel, features yet another case of arrested 
development. Will Freeman (his name was 
changed from Will Lightman after a Mr 
Lightman threatened to sue) is a 36-year-old 
with a private income who shies away from 
the conventional appurtenances of respect- 
ability, such as a job or a wife or children. 
Instead he idles his life away perfectly hap- 
pily watching daytime television, buying 
cps, following football and pursuing ca- 
sual relationships. 

Then, in chasing a new girlfriend, he ac- 
cidentally becomes mixed up with Marcus, 
a 12-year-old who is bullied at school and 
has a suicidal mother. The conceit of the 
novel is that both Marcus and Will need to 
grow up, and that both are able to help each 
other. Will is enough of an adolescent to 
give Marcus advice on appropriate hair- 
cuts and musical tastes; Marcus is suffi- 
ciently dogged and impervious to sarcasm 
to force Will to make an emotional com- 
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mitment to him. 

Reading this latest Hornby, the quali- 
ties that have brought the author such suc- 
cess are immediately apparent. "About a 
Boy" meets the essential test of a good 
novel: you want to keep turning the pages 
to find out what happens. Mr Hornby also 
writes acutely and amusingly about mid- 
dle-class, urban England. The kind of 
things his heroes worry about are also the 


kind of things that concern his readers. 
Should I settle down with this woman? 
Should I havea child? Should I buy the new 
Oasis album? Will Arsenal win the league? 

As well as chronicling, and so dignify- 
ing, the daily obsessions of a certain sort of 
Englishman, Mr Hornby has an acute eye 
for the telling visual detail. His many fans 
recognise not only the dilemmas he de- 
scribes, but the milieus in which they are 
acted out. The dismal nature of an outing 
for single parents and their children is cap- 
tured by the sight of the parents in a park, 
“filling juice containers and unwrapping 
silver-foil packages.” 

But Mr Hornby also has his weaknesses. 
Though his success as a writer is deserved, 
his work is becoming a little formulaic. Like 
his two previous books, “About a Boy” has a 
happy ending, which involves falling in 
love and generally becoming a better per- 
son. Mr Hornby is also sentimental, can be 
trite and likes to spell out the moral of the 
story. He says of his main characters: “All 
three of them had to lose things in order to 
gain other things." He then goes on to tell 
you exactly what it is they gained and lost. 
Some readers might have preferred to work 
that out for themselves. 





Post-wall German fiction 


Outsiders and insiders 


PREDICTABLE feature of 

the German publishing cal- 
endar in recent years has been the 
launch of new books billed as 
"the long awaited unification 
novel". The publishers’ enthusi- 
asm is understandable but so far 
no book has fulfilled the promise of the 
promotional blurb. 

Ingo Schulze, a young east German and 
the current darling of the critics, succeeds 
better than anybody has done so far by by- 
passing the big drama. Instead, he tells the 
story of German unification through pre- 
cise observation of the everyday lives of his 
characters. The great political maelstrom 
changes their brands of detergents and 
bathroom products, destroys some jobs 
and creates others, provides the thrill of for- 
eign travel and so on. 





SIMPLE Storys. By Ingo Schulze. Berlin 
Verlag; 303 pages; DM38. 


DIE BRUCKE VOM GOLDENEN HORN. By 


Emine Sevgi Ozdamar. Kiepenheuer & | 
| Witsch; 333 pages; DM39.80. 


| RELAX. By Alexa Hennig von Lange. 
Rogner & Bernhard; 310 pages; DM25. 


FRAUEN LUGEN Besser. By Annemarie 
| Schoenle. Droemer; 299 pages; DM39.90 | 
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This matter-of-fact approach 
is accentuated by the setting of 
“Simple Storys”: a provincial 
town in Saxony. A world away 
from the more exciting, and more 
excitable, city of Berlin—which is 
so often presented as the micro- 
cosm of unification—Altenburg offers the 
gritty realism of Main Street, east Germany. 
But though Mr Schulze chooses to hang 
close to his characters, he holds back from 
ever getting too involved with them. His 
style is detached, almost 
bloodless. The impression 
that sticks is the feeling of 
helplessness of his characters 
as big events wash over the 
lives of “ordinary” people. 

Readers of “Short Cuts” by 
Raymond Carver will recog- 
nise the style and the form of 
"Simple Storys"—and under- 
stand why a German novel 
has been given a quasi-Eng- 
lish title. Splintered into 29 
separate tales, it is not a coher- 
ent narrative but rather a col- 
lection of interlocking stories 
with a core group of charac- 
ters who flit in and out. 

The importing of a foreign 
style is not unusual for Mr 


um TENER "FIF ‘uae 
- x i Ax. lx ec 


IUE TEF LITER SP E VRYF 
OR ee te ND 


Schulze. His first novel, “33 Augenblicke 
des Glücks” (33 moments of happiness), re- 
viewed by The Economist on November 
uth 1995, was set in St Petersburg; its vivid 
portrayal of the whirligig of post-commu- 
nist Russia was clearly influenced by the 
writings of Mikhail Bulgakov. 

With that book, published by Knopf in 
the United States and soon to be available 
from Macmillan in Britain, Mr Schulze 
made his mark as a young hopeful from the 
east along with Thomas Brussig. In a happy 
coincidence, Mr Brussig’s bawdy and hilar- 
ious view of life under communism, 
“Helden wie wir”, has also just been pub- 
lished in English (by Farrar, Straus, Giroux 
in New York and Harvill in London), under 
the title “Heroes Like Us”. 

The emergence of new talent from the 
east has given German publishers—who 
have long despaired of the ability of scrib- 
blers in the western part of the country to 
write novels which people might enjoy 
reading—something to be cheerful about. 
Another little-tapped resource might be 
Germany’s minority communities, includ- 
ing those of Turkish origin. 

It is more than 30 years since the first 
“guest workers” were invited to western 
Germany to make up a shortfall in labour. 
But Turks living in Germany, and Germans 
with Turkish parents, have not yet made a 
significant impact on the country's main- 
stream culture. This is due in part to Ger- 
man prickliness about fully integrating a 
foreign minority. The migrants ties to their 
homeland have been weakened, but they 
are still interlopers in Germany. 

This tension and the experience of mov- 
ing between two cultures is the subject of 
Emine Sevgi Ozdamar' latest novel, *Die 
Brücke vom goldenen Horn" (the bridge of 
the Golden Horn). Set in Berlin and Turkey 
30 or so years ago, it tells the story of a 
young girl living in a hostel for foreigners 
who dreams of being an actress as she 
works on a conveyor belt. Rich in imagery 
and rhythm, the novel is full of irony and 
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aka. spoken-word 
ire increasingly pop- 
They are distributed 
and bookshops, as well 
| Lorder catalogues and 
td such specialist chains as Earful of Books 
© in the United States. The titles available 
run even to Joseph Conrad and an “exclu- 
sive audiobook” by Tom Wolfe: “Ambush 
at Fort Bragg”, read by Frank Miller. But 
. | few works by top-drawer authors make 
| these bestseller lists. 
The lists published here are drawn up 
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students - 


world is hearing 


gulp of German youth culture. With its 


drugs, music, parties and—yes—affairs of 
the heart, this may be little different from 
youth culture elsewhere in the West. But 
while writers such as Irvine Welsh, the Scot- 
tish author of “Trainspotting”, have al- 
ready introduced this to a wider audience, 
in Germany youth culture has remained 
largely a closed book. Ms von Lange, who 
has been dubbed literature’s answer to the 
Spice Girls, saves her novel from sounding 
too condescending and portentous by in- 
jecting a heavy element of comedy into a 
book intended to upset the grown-ups. 
Against such a self-conscious display of 
girl power, Annemarie Schoenle’s “Frauen 


on different principles, and so are not di- 
rectly comparable. The British list and the 
list based on orders placed through 
Amazon.com on the Internet include fic- 
tion as well as non-fiction titles whereas 
these are presented as different categories 
by Publishers Weekly. 

Most American non-fiction entries 
promise to improve the health, wealth or 
happiness of their listeners, or to let them 
into the secrets of business success. They 
are more often read by their authors than 
works of fiction. The reason is obvious. 
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lugen besser” (women are better liars) ap- 
pears positively old-fashioned. It tells the 
story of three women who decide to get 
their own back on a male-dominated 
world with a publishing hoax. The result is 
much plucking of peacock feathers and a 
celebration of female powers of deception. ` 
It sounds very conventional satire but Ms 

Schoenle thrusts tale as she 
sends up theemp ze ia a folk ad- 



























Schoenle offers 
older sister to : 












Stories, plays anc 
better when 1 n 







few surprises. Am 
hearing the same 
reading. Most oft 
tion and non-fic 
been, bestsellers 
In Britain, i m dio ch. 
which is published in the Bookseller, i 
very different from bestseller t 
This is in part because it includes titles | 
aimed primarily at children. Several of | 
the bestselling British titles are cassette | 
versions of BBC radio programmes. | 
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A far-off country 


The foreign secretary insists that he knew nothing ofthe involvement of British 
mercenaries in a coup in Sierra Leone. His officials say that is because he had 


no interest in Africa 


be (dh one for M16, minister. The prob- 
lem is this: we want to put President 
Kabbah back on his throne in Sierra Le- 
one—that's in West Africa, minister. He is 
the democratically elected president and 
the British taxpayer did fork out a couple of 
million for the 1996 election which put 
him there. This Major Johnny Koroma 
chappie who overthrew him last year won't 
leave without a push and the only people 
capable of doing that are the Nigerians." 

"What? That thug General Abacha 
claiming credit for restoring democracy to 
Sierra Leone? We can't have that." 

"Exactly, minister." 

"So we help Mr Kabbah with some 
guns. Next item." 

"Up to a point, minister. There is the 
small matter of a UN arms embargo on Si- 
erra Leone. Unfortunately it covers the 
whole country, not just the junta." 

"That's pretty stupid. Which damn fool 
country drafted that UN resolution?" 

"Er... we did, minister. But help is at 
hand. Peter Penfold, our excellent high 
commissioner for Sierra Leone, now stuck 
in some God-forsaken hotel in Guinea with 


THE ECONOMIST MAY 16TH 1998 


President Kabbah . . .” 

"Ah yes, hero of the evacuation of Free- 
town during the coup last year. Excellent 
man-1 personally commended him.” 

"Indeed you did, minister. Well, Peter 
tells us there is this British company called 
Sandline which is doing a deal with Mr 
Kabbah to provide his supporters with 
guns and training." 

"You mean dogs of war. Hired killers. 
Merchants of death" 

"Oh no no no, minister. They're good 
chaps. Some of them are ex-sas, one of them 
is ex-Foreign Office. They all wear suits 
these days and double up as mining com- 
panies—except those who actually do the 
business. We don’t ask where they come 
from.” 

"So you're suggesting that we encourage 
these Sandline people to go ahead and do 
the business, as you put it, but ignore the 
UN arms embargo and keep quiet about it." 

"The aims are entirely ethical, minister, 
restoring democracy and all that." 

"But the means are not ethical." 

"Thats why we need Mi6, minister— 
they'd love to be involved in something eth- 
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ical. All they do these days is traipse around 
after drug runners and money launderers." 

“Do I know about this?" 

“Only if you want to, minister . . . " 

"What's next on the agenda?" 

"The appointment of your new diary 
secretary, minister." 

“Ah, yes.” 

In times gone by it would have been 
easy to imagine a British foreign secretary 
having this sort of conversation with his se- 
nior officials. But Robin Cook, the current 
incumbent, came into office proclaiming a 
switch to an “ethical” foreign policy. In op- 
position he had tortured the Tory govern- 
ment over the involvement of British intel- 
ligence in breaches of the UN arms 
embargo on Iraq. Now, in office, he vehe- 
mently denies winking at the involvement 
of British mercenaries in a counter-coup in 
Sierra Leone. 

In maintaining this, Mr Cook has two 
problems. The first is the line taken by his 
boss, Tony Blair. The prime minister says 
that the Sierra Leone affair is overblown 
“hoo-ha”. In Parliament he attacked the 
press and the Tories for their trivial-mind- 
edness. The really important thing, accord- 
ing to Mr Blair, is that democracy tri- 
umphed in Sierra Leone—and that is what 
distinguishes the current row from the 
arms to Iraq affair. Mr Blair appears to re- 
gard any breach of UN sanctions as a tech- 
nical matter, of relatively minor impor- 
tance. This is close to saying that Britain did 
indeed believe that the ends justified the 
means—even if the means involved break- 
ing British law and UN resolutions. 

MrCook’s second problem is to do with 
his credibility. Former foreign secretaries 
and senior diplomats say that they find it 
inconceivable that a foreign secretary 
would not be informed of the involvement 
of British mercenaries in a coup. 

Yet it does seem that the “inconceiv- 
able” is what actually happened. Officials 
had known for months that Sandline could 
be in breach of the UN embargo. Sandline 
had met them and told them its plans. 
“Thank you for letting us know,” said the 
diplomats. Sandline chose to interpret that 
as approval. In February a delivery of weap- 
ons from Sandline was flown into the air- 
port at Sierra Leone, which was then under 
the control of a West African peacekeeping 
force, led by the Nigerians. 

In that same month a Liberal peer, Lord 
Avebury, raised the matter of Sandline's in- 
volvement in Sierra Leone with Ann Grant, 
deputy head of the Africa department at the 
Foreign Office. She then informed the Cus- 
toms department of a potential breach of 
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UN sanctions. But neither she, nor other of- 
ficials, appear to have told Mr Cook. The 
minister for Africa, Tony Lloyd, was eventu- 
ally told in March that an investigation was 


underway. Mr Cook says he found out only 
in April. That looks bad for the officials. 


The officials’ story 


Their defence is that Mr Cook was not inter- 
ested in Africa and Mr Lloyd was too busy 
with other matters, such as Bosnia. Mr 
Cook recently rejected a proposal that he 
should visit Ghana and South Africa, say- 
ing it was a waste of his time. The Africa de- 
partment is being cut by nearly 10% and its 
staff are overstretched. Its senior members 
were used to the 11-year reign of Baroness 
Chalker as the minister in charge of Africa, 
a woman who liked gung-ho diplomats 
who were willing to take the initiative. 

Under Baroness Chalker's sway Britain 
consistently supported a military solution 
to the incoherent but vicious rural rebel- 
lion gripping its former colony of Sierra Le- 
one. That is why the officials may not have 
been too exercised about arms deliveries by 
Sandline. For Britain had long supported 
successive corrupt military regimes with 
arms and military training, rubbishing at- 
tempts to foster peace talks between gov- 
ernment and rebels. 

In 1994 Britain helped bring in 58 Gur- 
kha troops, to assist in the fighting. When 
they took heavy casualties and were forced 
to withdraw, a former or not-so-former Brit- 
ish intelligence officer introduced Execu- 
tive Outcomes, a company made up of for- 
mer South African special forces, which is 
linked to Sandline. A confidential British 
government report, obtained by The Econ- 
omist, praised Executive Outcomes’ role in 
Sierra Leone which it said “stabilised the 
previously rapidly deteriorating situation”. 

Britain was instrumental in bringing 
about an election in 1996. When President 
Ahmed Tejan Kabbah, the man who won it, 
was overthrown in a coup in May last year, 
Mr Cook himself acknowledged that it 
might require force to restore him. This 
would have been consistent with past Brit- 
ish policy, and might have given Mr 
Kabbah some independence from the Ni- 
gerian-led West African force which was 
camped on the outskirts of the capital, Free- 
town. But the UN arms embargo, which 
Britain had drafted, prevented this. The 
Foreign Office was working for a new UN 
resolution to allow the use of force to oust 
the junta when the Nigerians attacked and 
restored Mr Kabbah to power. 

Ironically, Sandline’s guns, with or 
without official British approval, arrived 
too late to play a part in the battle for Free- 
town. But they have now become the centre 
of a row in London which could still cost 
the careers of senior British diplomats and 
perhaps even a minister or two. 
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Northern Ireland 
Decision day 


BELFAST 


Both parts of Ireland will vote Yes in the referendum on May 22nd. But the 


strength of the endorsement is in doubt 


LL the major political parties in Britain 
and Ireland want a Yes; the leaders of 
Northern Ireland's biggest political parties 
want a Yes and so do the most significant 
paramilitary groups, on both sides of the 
sectarian divide. Yet the powers that be are 
nervous. What they fear is that, in Northern 
Ireland, there will be a massive Yes from 
Catholic nationalists and a lacklustre vote 
from the Protestant unionists. Without 
solid support in both communities, the 
agreement might be unworkable. 

That would be ironic. For the Stormont 
agreement enshrines a proposition that 
unionists have long argued should be cen- 
tral to Northern Irish politics—the notion 
that a united Ireland can be achieved only 
if a majority of the people of Northern Ire- 
land agree to it. But Protestant rejectionists, 
led by the Reverend Ian Paisley, are not sat- 
isfied. They continue to argue that the 
agreement is a stalking horse for a united 
Ireland and denounce its "concessions to 
terrorism", 

David Trimble, the leader of the Ulster 
Unionists, the largest unionist party, reck- 
ons that if 7096 of Northern Ireland's popu- 
lation vote in favour, that will be enough to 
sideline Mr Paisley and his cohorts. Any- 
thing less than a 60% endorsement would 
mean trouble. Nationalists make up about 
40% of the electorate; and Mr Trimble 
knows that he needs the support of a major- 
ity ofunionist voters, if he is to emerge with 





And please vote Yes 


a credible team for the elections that follow 
the referendum. Without that there is the 
strong prospect that the unionists returned 
to the new assembly would be dominated 
by rejectionists, bent on scuppering the 
new constitutional arrangements that they 
never accepted in the first place. 

Weekly polls conducted for the British 
government are thought to show that 
unionist doubters are converting in greater 
numbers to No than Yes, heightening offi- 
cial unease. In a special debate on Ulster Tv 
on May 13th, Mr Blair sought to reassure 
unionist voters that he understood their 
fears and that he shared their “revulsion” at 
the sight of triumphalism from released ter- 
rorists. He also promised that the IRA could 
not take part in the assembly “with guns 
under the table or outside the door. That 
can’t happen.” Gordon Brown, the chancel- 
lor, has dangled the prospect of a large 
package of aid if the peace settlement holds. 

But the problem for the unionist Yes 
campaign is that Mr Trimble’s party has 
been badly split by the Good Friday agree- 
ment. It hampers Mr Trimble that five of 
his ten MPs have openly supported the No 
campaign. He has been further under- 
mined by the behaviour of the sixth, the 
newest and youngest, Jeffrey Donaldson, 
MP for Lagan Valley. 

Mr Donaldson has held back from join- 
ing the Paisley-fronted No campaign. In- 
stead he has petitioned Mr Blair to write re- 
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HRIS SMITH, the culture minister, 
loves his job. That much is clear 
from his book, “Creative Britain”, pub- 
lished on May 14th. And what is there not 
to love about it? It isn’t just about all the 
nice bits of life: it is also, these days, about 
the economically important bits, As man- 
ufacturing has shrunk and leisure indus- 
tries have grown, so the old antagonism 
between culture and commerce has dis- 
appeared: culture is commerce, and com- 
merce is culture. 

Culture, Mr Smith explains between 
his quotes from Ruskin, Eliot, Hughes, 
Macneice, Shaw, Forster and many more, 
satisfies both the material and the spiri- 
tual needs of the nation. In one chapter, it 
brings new life to delinquent boys 
through ballet lessons; in another, it rep- 
resents £50 billion of Gpp. 

If culture is the star of the age, Mr 
Smith is its impresario. “Darling,” says 
this book, “you were wonderful.” All of 
which tends to make the reader, if he 
wasn't invited to the premiere, rather 
surly, and inclined to pick holes in the 
book's woolly fabric. What, for instance, 
are we to make of its central tenet—that 
"during the past few years in Britain we 
have seen an incredible flowering of the 
creative industries"? 

If Mr Smith means that Britain is pro- 






























assurances about the “decommissioning” 
of rRA weapons and restrictions on the re- 
lease of prisoners into legislation, as the 
price of his support. His concerns are 
widely shared. Ambivalence about the 
agreement may be the most debilitating 
factor in the Trimble campaign. It is pretty 
clear that Mr Trimble himself has deep res- 
ervations about the prospect of sharing de- 
volved power with Sinn Fein ministers. 
The strong Yes stance by the loyalist para- 
military parties contrasts with Mr 
Trimble's often defensive statements, de- 
signed more to counter Mr Paisley than sell 
the agreement on its merits. 

Unionist ambivalence was only height- 
ened by the sight of Sinn Fein's special 
weekend conference to consider the agree- 
ment in Dublin. There were cheers and em- 
braces for the temporarily released 
Balcombe Street gang, responsible for 16 
deaths and many injuries, who were re- 
cently transferred to an Irish prison from 
jail in Britain. 

Behind this offensive screen, however, 
Sinn Fein overwhelmingly voted for a Yes 
campaign on both sides of the border, and 
agreed to take seats in any new Northern 
Ireland assembly. Shielded by bogus 
triumphalism, they endorsed the consent 
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When I hear the word culture, | reach for my statistics 


ducing much better culture than it was in 
the recent past, that seems a doubtful 
proposition. Will Self and Martin Amis 
against Evelyn Waugh and George Or- 
well? But Mr Smith probably does not 
mean that. He is a famous relativist, who 
“loathes ‘the distinctions ... between so- 
called ‘high art’ and ‘low art’ " and who 
refuses to express a preference for Beetho- 
ven over Bob Dylan. 

If he means that things like film and 
television make up a larger proportion of 
GDP than they did ten years ago, that is 
true. It is not, however, a new point. 

If he means that Britain's "creative in- 


The creativity deficit 
Len film and television trade balance Ra 
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principle unionists cherish. 

It is also true that a strong Yes vote in 
southern Ireland will significantly under- 
mine traditional republican arguments for 
violence in pursuit of Irish unity. These 
rested on the "mandate" of 1918, the last 
election held on an all-Ireland basis, when 
Sinn Fein swept the board. John Hume, the 
leader of Northern Ireland's largest nation- 
alist party, the spp, has long argued that a 
cross-border majority in favour of a new 
settlement would convincingly erase the al- 
leged mandate for violence. 

Most observers do expect an over- 
whelming southern Yes. Organised opposi- 
tion is scrappy and has been easily 
marginalised. Any settlement endorsed by 
the two major northern nationalist parties, 
the two governments and the major union- 
ist party was always bound to meet ap- 
proval in the south, where people are eager 
to be rid of the legacy of Irish-British con- 
flict which few think relevant to the last 
years of the century. One complication is 
that Ireland's voters will also be voting on 
whether to approve the European Union's 
Amsterdam Treaty on the same day—and 
there are some fears that the two issues may 
get confused. But nobody seriously expects 
this to derail the Yes campaign in the south. 
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dustries" are gaining ground in the world, 
then he has not understood what is going 
on in his industry. 

Take television, which Mr Smith sees 
as "a key element—if not the key ele- 
ment—in our national culture". He 
claims that “we are ahead of the game in 
what is a rapidly growing market of great 
cultural as well as commercial signifi- 
cance”. That is just not true. 

Ten years ago, Britain was a net ex- 
porter of film and television. The position 
has been sharply reversed. Britain is now 
being flooded with American films and 
TV programmes. Look at the schedules: 
“The Jerry Springer Show”, “Roseanne”, 
and, on cable, wall-to-wall cartoons. 

That is happening because, as the 
number of channels increases, so the de- 
mand for programmes increases and 
each channel's share of advertising or 
subscription revenue shrinks. American 
programmes, which have already covered 
their costs in their home market, provide 
a cheap way of pulling in audiences. That 
trend will continue. Digital television, 
which starts up in Britain this year, means 
more channels still, slimmer margins still 
and, inevitably, more imports. 

There is indeed an incredible flower- 
ing going on—in the bank accounts of 
Disney and Time Warner. 


Throughout the peace process, the Re- 
public's politicians involved in negotia- 
tions have benefited in the polls, especially 
Bertie Ahern, the current prime minister. 
Mr Ahern launched his Fianna Fail party's 
campaign by arguing that a Yes vote was a 
vote for peace. It was vitally important, he 
said, because for the first time since 1918 
“in an act of self-determination everyone 
on the island has the opportunity to pass 
their verdict." 

From the leader of Fianna Fail, the 
state's largest party, directly descended 
from the 1920s IRA which opposed the divi- 
sion of the island, this was strong stuff. By 
contrast the Republic's No campaigners are 
a ragbag of tiny groups and individuals, 


largely in the far southern counties of Cork 
and Kerry. They are damaged by associa- 


tion with rejectionist splinter republicans 
still advocating violence. 


But, however strong the south’s Yes, it is 


in the north that peace needs to be made. It 


is now pretty clear that Northern Ireland's 


nationalists are prepared to accept a deal 


that stops short of Irish unity now. But if the 


unionists, fearful for the future and unable 
to let go of the past, say No then it may be 
back to the drawing board—or worse. 
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Ethics man 


I IT possible that Britain’s diplomats have been experiment- 
ing lately with Viagra, the wonder drug from Pfizer? They 
show none of the fading powers normally associated with a 
great nation past its prime. In Sierra Leone in February West 
African troops restored to power the democratically elected Pres- 
ident Kabbah, who had been most cruelly deposed in a military 
coup the year before. Now it transpires that Britain may have 
made a more potent contribution than previously acknowl- 


_ edged to this happy turn of events. Indeed, Tony Blair went out 


of his way this week to praise the role of Peter Penfold, the man 
seemingly plucked directly from the pages of a Graham Greene 
novel to serve as Her Majesty's high commissioner in the dia- 
mond-rich former colony. 

It is therefore a puzzle that 
none of this has so far had an up- 
lifting impact on the career pros- 
pects of Robin Cook. This, after all, 
is aman who has stressed since be- 
coming foreign secretary that he 
intended to preside over an ethical 
foreign policy. You might expect 
such a man to enjoy the spectacle 
of virtue armed and democracy re- 
stored. The snag is that Mr Cook 
has imposed upon himself a more 
stringent test of ethical diplomacy. 
He asks: armed by whom? Re- 
stored by what means? And in the 
case of Sierra Leone, he has from 
the start answered both questions 
with perfect clarity: Britain MA. 
wanted President Kabbah restored Memes 
by peaceful means, and to receive | 
no arms from anyone until then. 
To this end, Britain itself helped to 
draft a peculiar UN Security Coun- 
cil resolution that seems to impose 
an arms embargo on both the law- 
ful regime and its usurper. 

Whether such a policy is practi- 
cal, still less ethical, is open to 
question. Willing the end without 
willing the means undoubtedly 
strikes some seasoned foreign-policy officials as a policy more 
pious than it is moral. But speculation such as this are now be- 
side the point so far as judging Mr Cook's subsequent actions in 
theSierra Leone affair is concerned. The real point is that Britain 
had enunciated and written into law a clear policy of outlawing 
arms supplies to either side. So when it transpired that a British 
firm called Sandline may have been breaking this law—with the 
knowledge and approval, the firm's lawyers then claimed, of the 
foreign and other offices of state—this was indeed a serious mat- 
ter, as Mr Cook said last week, and not, as Mr Blair said disgrace- 
fully a few days later, “an overblown hoo-hah". 

Perhaps—and ominously for the long-term future of Mr 
Cook—Mr Blair and his advisers manufactured this particular 
soundbite because they had in mind Mr Cook's general perfor- 
mance as foreign secretary. Given his previous reputation as one 
of Labours most able politicians he has provided Downing 
Street with more than his fair share of hoo-hahs for its spin doc- 
tors to deflate. They said the hoo-hah over his sacking of his diary 
secretary, allegedly to create a job for his mistress, was over- 
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blown. They said the hoo-hah over the abandonment ofhis wife, 
and his marriage to his mistress, allegedly on the orders of the 
prime minister's press spokesman, was overblown. The hoo-hah 
in the tabloids over his wearing a green anorak at the wedding 
was certainly overblown. And they said that his catastrophic 
visit to India last October was overblown, as was the hoo-hah 
over his catastrophic visit to Israel earlier this year. 

Maybe Mr Cook is just unlucky. Why should he not divorce 
and remarry, wearing whatever garb he pleases? Why should he 
not remind the Israelis that their West Bank settlements are ille- 
gal, or the Indians that Kashmir wants self-determination? His 
problem is that it is an iron law of hoo-hahs that a cabinet minis- 
ter who stirs up too many of them 
comes to be seen by his prime min- 
ister as a liability. Clearly, MrCook 
is now dangerously close to that 
position. But, equally clearly, this 
does not mean that he is about to 
be sacked. On the contrary: his job 
may for a while be more than usu- 
ally secure. 

Consider. For Mr Blair to dis- 
miss him before hearing the result 
of two inquiries—one by the cus- 
toms authorities and then another 
one conducted at Mr Cook’s be- 
hest by an independent person— 
would be to flout natural justice. 
More importantly, you can hardly 
sack your foreign secretary over an 
affair you have already dismissed 
as “overblown”. The pressure on 
Mr Cook in the House of Com- 
mons will subside too. A clever de- 
bater, the foreign secretary saw off 
this week’s opposition attacks eas- 
ily enough. While the inquiries 
proceed (almost certainly in pri- 
vate) and so make it "improper" 
for the government to disclose 
more facts publicly, the Tories will 
be starved of the oxygen they need 
to stoke the fire. And unless the in- 
quiries eventually contradict the foreign secretary's carefully 
chosen central defence—that ministers were never informed of 
and certainly never approved any violation of the arms em- 
bargo—his position will still be safe. Mr Blair could hardly sack 
him after such an exoneration without being seen to admit that 
something did indeed go wrong in Sierra Leone. 

And yet something plainly did go wrong. It is just not plausi- 
ble that the very Mr Penfold whom the prime minister chose to 
shower with praise this week failed to report Sandline's activi- 
ties to senior officials. The Foreign Office, once it was prompted 
by a Liberal peer, eventually thought the matter serious enough 
to warrant a customs investigation. But nobody, the government 
now says, thought to mention Sandline's activities, or the inves- 
tigation, to a foreign secretary known throughout his depart- 
ment for having put control of arms sales at the centre of his 
newly ethical foreign policy. Maybe officials thought an ethical 
policy consisted of going on as before, but not telling politicians 
what they were doing. That is hardly the sign of a department 
under the firm control of an upwardly mobile politician. 
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up to 7.90% per annum and easy access 


Join the race to open an Abbey National Offshore 180 Savings Account 
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Hä £1,000,000 + 7.90% 7.65% although funds can be made available immediately subject to a penalty 
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Abbey National, one of the world's strongest banking groups 
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Maybe it's because we have built up the professionalism 
needed to enhance long-term returns for our clients. 

Or because we emphasize personal client service based 
on mutual trust. Or because we have been successful 
Swiss-based international money managers since 1890. 
For these and other sound reasons, investors around 

the globe rely on Julius Baer to anticipate and meet their 
investment management needs: in private banking par 
excellence, institutional asset management, brokerage, 


and investment funds. 
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A bid too far? 
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If SBC wants its deal with Ameritech to go through, it may first have to shed its 


“bad boy” reputation with regulators 


OR America’s telecoms regulators, this 

week's proposed $62 billion mega- 
merger between two of the remaining five 
Baby Bells-sBc Communications and 
Ameritech—must have felt like a frontal as- 
sault on the liberalising reforms ofthe 1996 
Federal Telecommunications Act. They 
should be getting used to that by now. It has 
been clear for some time that for big incum- 
bents the urge to merge is rather stronger 
than the desire to compete. 

As is typical in these days of 
roaring stockmarkets, the deal is 
entirely financed by shares. Since 
the purchase of Pacific Telesis—the 
Californian Bell—13 months ago, 
shares of ssc, based in San Anton- 
io, Texas, have risen by over 40%. 
Despite Ameritech’s shares staging 
their own 30% spurt in the past 
eight months and the 27% pre- 
mium over Friday's close that SBC 
is paying, the Texan company still 
reckons it is getting its hands on 
the mid-western carriers 21m local 
telephone lines at a very nice price. 

Equally familiar is the golden 
exit sign, illuminated to persuade 
Ameritech’s outgoing bosses of the 
bid’s impeccable logic—the firm's 
chief executive, Richard Notebaert, 
and his three most senior col- 
leagues stand to make the best part 
of $40m when they receive their 
pay-off and cash in their options. 

Announcing the new combina- 
tion, the architect of the deal, sBC's nor- 
mally laconic boss, 57-year-old Ed 
Whitacre, entered into the spirit of things, 
making ritual incantation about painless 
efficiencies (no jobs to go, just cheaper pur- 
chasing and the like), the benefits to con- 
sumers of one-stop shopping and his com- 
mitment to extend competition. Mr Whit- 
acre somewhat unconvincingly backed up 
this last with a list of some 30 important 
local markets outside the home territory of 
his new goliath that he plans to attack in 
the not-too-distant future. 

Meanwhile, as regulators and legisla- 
tors pondered what might be salvaged 
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from the wreckage of the act, up went the 
wails of threatened rivals. Especially loud 
were those from long-distance companies 
such as sBC's former parent AT&T, which 
sees only anti-competitive intent behind 
the takeover and bemoans the awful un- 
fairness that has stopped it from doing 
something similar. 

This may be the “second biggest deal of 
all-time”, but it probably raises as many 
questions about politics as it does about 





competition. Like it or not, there is precious 
little competition in America’s $100 billion 
local telephone market and although this 
deal won't lead to any more, neither will it 
obviously make things worse. Even so, in its 
present form the deal is unlikely to stand. 


Local love-in 


At least SBC's strategy is fairly clear. By its 
own admission, the firm "just loves local- 
access lines"—the telephone lines that link 
homes and business to the wider network. 
By joining with other Baby Bells sBC is 
present across ever-wider tracts of federal 
territory, helping it to circumvent the Fed- 


eral Communications Commission's (FCC) 
refusal to allow it into long-distance mar- 
kets. Ownership of the lines also, in sBc’s 
view, brings with it the chance to own the 
customer and thus to sell other products on 
top of local calls-long-distance in due 
course (when and if the FCC's resistance 
softens), but also high-volume Internet ac- 
cess, callback and mobile services. 

That is why ssc has used the liberalis- 
ing part of the 1996 act to turn itself from a 
regional into a super-regional and, now, 
into what amounts to a national local car- 
rier. That is also why ssc has been the most 
bitter foe of the act's regulating side—its 
provisions designed to open the local mar- 
ket. Last year, SBC persuaded an appeals 
court in St Louis to throw out the FCC's care- 
fully worked out interconnection rules that 
determine the price at which a competitor 
can link up to the local network. The case 
has gone to the Supreme Court and is not 
expected to be ruled on until next 
year. Mr Whitacre is unrepentant: 
"Our stockholders own the local 
phone network—lock, stock and 
barrel. Now here comes the FCC, 
saying, ‘we'll let everybody else 
lease that network for a 70% dis- 
count. They expect us to tank our 
stockholders. No way." 

Despite his passion for local 
telephone services, Mr Whitacre is 
also a strong believer in the popu- 
lar telecoms idea that, before long, 
global telecoms will be dominated 
by no more than about five super- 
carriers with linked networks 
across the main world markets. Mr 
Whitacre is confident that the 
home base he is building can be- 
come the launch pad for his wider 
ambitions. sBC has assets in Latin 
America and South Africa (see box 
overleaf) while Ameritech has 
been the most active of the Baby 
Bells in Europe. But Mr Whitacre's 
gamble is likely to pay off only if the regula- 
tors let him sell long-distance services to 
customers on the end of the nearly 60m ac- 
cess lines he hopes to control. 

Unless spc suddenly changes heart and 
opens its local market to competitors, that 
is a distant prospect. Yet there is another 
reason for "going belly-up on 271"—Wash- 
ington-speak for meeting the FCC's test of 
an open market. The recent bid itself is also 
vulnerable to the regulators’ disapproval. 
Although they allowed both ssc’s bid for 
PacTel and Bell Atlantic's merger with Nyn- 
ex, Ameritech may be a bid too far. If it is 
allowed, the thinking goes, there will soon 
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Seven into four 


If SBC's bid for Ameritech is allowed, just four 
Baby Bells will remain 








SBC Communications 





be just two local carriers. As one policy- 
maker says: "This exceeds the policy con- 
sensus. The only way this will get through is 
with very significant conditioning." 


Some of this must already have oc- 
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curred to Mr Whitacre (after all, regulatory 
counter-offensives are something of an sBC 
speciality). It is therefore not impossible 
that some liberalisation may come of the 
planned merger after all, although some 
think that the Fcc’s negotiating hand is 
limited. Mark Bruneau, a telecoms consul- 
tant at Renaissance International, cau- 
tions: "When did they ever stop a deal that 
had got this far? This has a wall of money 
and expectation behind it." 

While AT&T may see only menace if the 
merger goes through unscathed, one dog 
that hasn't barked is Gre, which is currently 
pursuing through the courts, with some 
success, the tie-up between WorldCom and 
MCI. According to one GTE insider, the deal 
is not “industry reshaping”. In his view, the 
regulatory difficulties that sBC is sure to en- 
counter and the complexities of putting the 
businesses and the networks together will 
distract a management that many think is 
already behind when it comes to the real 
telecoms revolution—the explosion of 
bandwidth and convergence of voice with 
data and video. 

SBC’s concentration on stacking up as- 
sets in the voice market, which is bound to 
become totally commoditised, is seen by 
many as “old telecoms” thinking. New 
wireless technologies might offer a route to 
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customers that by-passes the local loop. The 
cable operators are also poised to offer new 
digital services that are likely to include 
voice. In other words, sBC's grand strategy 
faces more than just political risk. 

David Goodtree of Forrester Research 
agrees. "This is dinosaurs dancing," he says. 
For a clearer sign of the future he points to 
the deal struck last week between us West 
and Qwest, a "next generation" carrier with 
America's highest-capacity fibre network. 
Under the agreement, the Baby Bell will re- 
tail a long-distance service using Qwest's 
network. Mr Goodtree says: “It’s good for 
customers and both companies get to do 
what they're best at. It Shows you don't have 
to own all the assets to keep ahead." 





San Miguel 
Strange brew 


MANILA 


j pine days many column-inches are 
devoted to reports of Asian “crony cap- 
italism". But perhaps not enough space is 
given to the man who wrote the book: Fer- 
dinand Marcos, late dictator of the Philip- 
pines. Some 1.4m Filipino coconut farmers 


Vel dCom pre-tax profits are 500m rand ($100m) on | 
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[DE America, SBC has been busy 
too. In March last year, the Baby Bell 
bought 18% of Telkom, South Africa's na- 
tional carrier. Its partner was Telekom 
Malaysia, which took 12%, while the gov- 
ernment hung on to the remaining 70%. 
As with its deal with Ameritech, the suc- 
cess of sBC's South African trek depends 
on an easy ride from the regulator. 
Telkom certainly needed help. Before 
the link with the Americans and Malay- 
sians, no one could be bothered to repair 
faulty lines and the number of Telkom 
customers was actually shrinking—re- 
markable in an emerging market. Inter- 
national revenues were suffering, too, 
mainly because of competition from call- 
back services (which, though of dubious 
legality, are splendidly popular). 
Moreover, the ruling African National 
Congress (ANC) felt ambivalent towards 
the company. It partially privatised 
Telkom because it was keen on the re- 
duced tariffs, extra calls and higher tax 
revenues that have followed such moves 
in other countries. Yet the government, 
Telkom's largest shareholder, also wants 
the firm to extend telephone services into 
remote and poor areas where private 
firms will not invest for fear of losing 


money. Basic communications technol- 
ogy is an essential part of the ANC's anti- 
poverty programme. 

The bright spot for Telkom is mobiles. 
Since 1993, when the devices were first li- 
censed, the number of users has rocketed 
from 12,500 to about 1.6m, making South 
Africa one of the world's largest markets 
for mobile phones outside the OECD. In a 
country where public telephones are al- 
most non-existent (people steal them for 
their value as scrap metal) the cellphone 
is a must for the well-off 
and a status symbol for ev- 
eryone else. Nervous driv- 
ers like to know they can 
call for help if they break 
down somewhere danger- 
ous. A recent letter to the 
Sowetan raged against im- 
moral township girls who 
sleep with any man who 
owns a mobile phone. 

Telkom is one of the 
two mobile providers. It is 
a partner of Britain's 
Vodafone in a joint ven- 
ture called Vodacom, 
which claims a million 
subscribers. Its estimated 





Upwardly mobile i" 


sales of perhaps 1.8 billion rand. MTN, the 
other mobile firm, with fewer customers, 
but wealthier ones, probably has similar 
revenues. The good times are likely to con- 
tinue, even after a third mobile license is . 
granted this year, probably to a black- 
owned consortium with foreign partners. 
Why did ssc invest in a firm with | 
mixed prospects? One reason is that 
Telkom's regulator, the South African 
Telecommunications Regulatory Author- 
ity, falls under the Department of Com- 
munications. In other words, sBC, 
Telekom Malaysia and the government 
own a firm which the government itself 
directly oversees. Plenty of | 
decisions have gone Tel- | 
kom's way. It will keep its 
monopoly of land-based 
telephone services until | 
2003. It has maintained its 
tariffs, because the govern- 
ment wants existing cus- 
tomers to subsidise the lay- 
ing of new telephone wires 
for the poor. And, oddly, 
the regulator recently | 
ruled that several Internet | 
services fall under the 
firm's monopoly. If only 
America's Federal Com- 
munications Commission 
were so understanding. 
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Prey wouldn't have survived their migration 
if they couldn't have stopped at their feeding grounds; 


they couldn't have stopped if construction 
on a nearby power plant had scared them away; 


the construction wouldn't have waited 
if not for the engineers of ABB. 





Last year in South Humber Bank, UK, one of the wonders of technology 
collided with one of the wonders of nature and something wonderful happened. 
Nature survived. 
The largest combined cycle power plant in Europe was under construction. 
Unfortunately, it was on a site adjacent to a feeding ground for migratory birds. 
Fortunately, the company doing the construction was ABB. You see, ABB is one company 
that’s not only committed to the business of electric power generation, it’s also committed 
to the preservation of the environment. 
And it's a commitment that stretches from ABB's senior management 
all the way through to its subcontractors on the construction site. 
Which is why during the months between September and March, 
construction on the plant, which might have alarmed the migrating birds and 
prevented them from feeding, was abruptly stopped. 
The power plant, which is representative of modern power plant technology 
(highly efficient with minimal impact on the surrounding environment), was finished 
only after the birds had completed their annual migration through the area. 
A fact that made English environmentalists very happy. 
Not to mention the birds. 
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Visit the ABB World Wide Web site at http://www.abb.com 


The power to create value 





Today just growing a business isn't enough. Creating shareholder value over 
the long term is the name of the game. At VEBA, a $46 billion German company, we 
manage a group active in the fields of electricity, chemicals, oil, distribution, logistics, 


real-estate management and telecommunications. 


And we concentrate on markets in which we are now, or have the potential to 
become, the #1 or #2 player. In an increasingly challenging business world, it's good 
to know that managing for the long run pays off: over the past five years, we've more than 


tripled our share price. 


OUR V STANDS FOR VALUE. 





If you share our point of view it's time you learned more about VEBA. 
For further information, you can reach us by: Phone: ++49 (211) 4579-600, Fax: ++49 (211) 
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Pure Scandinavian. 





So you’re looking for 

the best way to travel to 
Scandinavia and the rest 
of Europe. Who cares? 


We do. 


The fact is that SAS offers you the most convenient than 600 destinations in 108 countries. 
and comfortable access to destinations in both SAS was voted the world's best international frequent 
Scandinavia and the rest of Europe. Fly with SAS flyer program in 1996 and 1997. If you're a member of 
nonstop from Asia to Copenhagen. From there, we'll SAS EuroBonus, you earn points worldwide on all your 
fly you in SAS comfort within Scandinavia and Europe. flights with SAS and other Star Alliance airlines, as well 
As well as to the US. as with Radisson SAS hotels, Avis and Hertz. And you 
What's more, together with our Star Alliance partner can redeem your points for everything from airline trips to 
airlines — Air Canada, Lufthansa, THAI, United and hotel stays and leisure offers. Like many other travellers, 
Varig — we offer you a route network that serves more you'll find that EuroBonus makes flying more worthwhile, 


We care for you all the way to Europe, and back. For more information, visit us at www.sas.se or call Bangkok 260-0444, 
Beijing 6518-3738, Delhi 335-2299, Hong Kong 2865-1370, Singapore 235-8211, Sydney 9299-9800. SCANDINAVIAN AIRLINES 


have particular cause to regret his entrepre- 
neurial streak. And, 12 years after Marcos's 
downfall, the future of one of the country’s 
biggest companies, San Miguel, remains 
tangled in a skein of legal argument about 
cronyism. Now a resolution may be in 
sight. Since this brewer accounts for 4% of 
the country’s GDP and 6% of the govern- 
ment's tax-revenues, this should be good 
news. But Filipinos are not raising their 
glasses just yet. 

The issue is deceptively simple: who 
owns the company? In 1986, after Marcos 
fled to Hawaii, the new administration, led 
by Corazon Aquino, set up a Presidential 
Commission on Good Government (PCGG) 
to right some of Marcos's wrongs. Among 
its targets was Eduardo Cojuangco, de- 
scribed in one academic study as “the 
crony of cronies"—though, so intertwined 
is the Philippine elite that he is also Mrs 
Aquino's cousin. The PCGG sequestered Mr 
Cojuangco's holding of 20% of the shares in 
San Miguel, on the grounds that they were 
acquired with "ill-gotten" wealth. A further 
26.5% of San Miguel shares were also se- 
questered from the Coconut Industry In- 
vestment Fund (CIF). 

The fund's money came from a levy on 
coconuts charged to growers, ostensibly to 
provide a buffer against price fluctuations, 
though in practice, it is alleged, to enrich 
the cronies charged with administering it. 
The farmers were not given receipts and the 
fund's ownership remains disputed. It is 
now worth around 100 billion pesos ($2.5 
billion) nearly a third of which is ac- 
counted for by the San Miguel holding. 

Now the long stalemate may be break- 
ing. Last month, a court ruled that Mr 
Cojuangco could vote his shares. This has 
enabled him to install three nominees on 
San Miguel's 15-strong board. Then, on May 
ist, the president, Fidel Ramos, issued an 
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executive order *unfreezing" the CIIF’s as- 
sets, encouraging it to liquidate them and 
return the money to the farmers. Many 
think this was intended to win support for 
the administration’s candidate in the presi- 
dential elections held on May 11th. If so, it 
failed. Early voting returns show a big lead 
for the opposition's Joseph Estrada, who 
has said that, on taking office, he would 
also dissolve the pcGG. Mr Estrada is 
backed by Mr Cojuangco, long returned 
from abroad and politically active. 

Although the anti-corruption court 
must approve any sale of shares (legal de- 
lays are common in the Philippines) a sale 
of the government-controlled stake in San 
Miguel seems nearer than for some years. A 
deal would involve the government, Mr 
Cojuangco, the current management under 
the chairman, Andres Soriano, and proba- 
bly, a new shareholder. Metro Pacific, the 
local operation of Indonesia's Salim group, 
already owns 2% of San Miguel. Big brew- 
ers, such as Anheuser-Busch of America are 
also thought to be interested. 

Such attention is understandable. San 
Miguel still commands more than 80% of 
the local beer market, and has a range of lu- 
crative agri-businesses. The peso has lost 
40% of its value against the dollar since last 
year, so local assets look cheap. And the 
company is deemed to be under-perform- 
ing: in the first quarter of this year, sales 
were up 21%, but profits fell by 91%. The 
company blamed high financing costs. 
Also, San Miguel's overseas expansion into 
China, Vietnam and Indonesia has yet to 
pay off. The current management is not 
popular with market analysts, one of 
whom calls the company “a Jaguar driven 
by a little old lady". 

To be fair, San Miguel's managers have 
an excuse. The government has been un- 
willing either to finance an increase in cap- 
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ital or to see its stake diluted by new inves- 
tors. The company has taken on expensive 
debt instead. To put a stop to such interfer- 
ence, minority shareholders would like to 
see a deal done. But, like the coconut farm- 
ers, they are probably right to think that 
their views will count for little. 





Japanese cars 


Nissan on 
its knees 


TOKYO 


ILL anyone come to the rescue of 

Nissan, Japan's second-biggest car 
maker? A few days after Chrysler, America's 
third-biggest car maker, and Daimler-Benz, 
Germany's biggest industrial firm, an- 
nounced that they were to merge, Daimler 
admitted that it was talking to Nissan Mo- 
tor. There was speculation that Daimler 
was to take control of Nissan Diesel, the 
weakest of Japan's four lorry makers, from 
Nissan Motor, its biggest shareholder. In 
fact, the talks are incomplete and it re- 
mains to be seen what form, if any, the co- 
operation will take. 

But that did not seem to bother the 
stockmarket. At long last there was a whiff 
of restructuring in Japan's overcrowded car 
industry. Shares jumped in both Nissan 
Motor and Nissan Diesel, after having 
fallen earlier to their lowest level since 1975 
when Nissan announced in April that prof- 
its would be 80% below expectations. 

Investors’ optimism may be premature. 
Even if Nissan does sell its lorry business to 
Daimler, it would have almost no effect on 
the problems that have been plaguing the 
firm for years. Its cars are dull, profitability 
is dismal and its balance sheet weak. 
Worse, as Nissan labours slowly with yes- 
terday's problems, its international rivals 
are rushing to solve tomorrow's. 

Shedding Nissan Diesel would never- 
theless be a blessing. The lorry maker is the 
feeblest in a market in which demand has 
fallen precipitously. The firm's sales sank 
by almost a fifth last year, thanks to weak 
domestic demand, and are likely to fall at 
least as much again this year, because of the 
collapse in demand in the rest of Asia. In 
the past financial year, Nissan Diesel ex- 
pects to have lost Y1.2 billion ($9m). 

The trouble is, Nissan is not likely to 
earn much from the sale. Even at current 
share prices, it would raise only about Y15 





Correction 
In our article on the Mitsubishi group of companies 
(May 9th), we reported wrongly that Mitsubishi Elec- 
tric is to close much of its semiconductor business. 
Although the firm announced that it is to stop mak- | 
ing an obsolete line of chips, it remains fully commit- 
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billion for its 40% stake in 
the lorry maker. To tempt 
Daimler, it may well have to 
throw in a few inducements, 
such as pick-up truck tech- 
nology. Noriaki Hirakata, an 
analyst at the Tokyo branch | ford 
of Morgan Stanley, thinks Toyota 
that it may have to slash the | Gm 
price to zero or halve Nissan Nissan 
Diesel's debt. 

A bigger problem is that 
selling assets will do noth- 
ing for the profitability of Nissan's car oper- 
ations. Noriyuki Matsushima, an analyst at 
the Nikko Research Centre, calculates that 
its pre-tax profits per vehicle are tiny com- 
pared with those of its peers (see table). The 
problem, he says, is that the company has 
tried to copy Toyota, Japan's biggest car 
maker, rather than carving its own niche. 
Unfortunately, with its higher unit costs, 
Nissan cannot compete with Toyota on 
price, and its products have been generally 
too dull to compete in any other way. 

As à result, Nissan, which many years 
ago vied with Toyota to be Japan's biggest 
car maker, has seen its share of the market 
slide from 34% in 1972 to its current level of 
about 20%. In addition, the firm has been 
hit recently by a slump in overall demand 
as a result of Japan's recession: last year its 
car sales at home dropped by 6%; so far this 
year they have fallen by another 18%. 

Foreign sales have not helped. Although 
Nissan has probably just about broken 
even in Europe after heavy losses last year, 
and is doing reasonably in Latin America, 
North America is a headache. Whereas 
Toyota and Honda have been raking in 
profis in a booming market, in April 
Nissan announced net losses of ¥45 billion 
in North America for the past financial 
year. A shrinking market share, rising in- 
ventories, and problems in its leasing busi- 
ness are to blame. 

Meanwhile, the firm's consolidated li- 
abilities are stuck at roughly v4 trillion. 
Toyota and Honda have been able to pay 
off much of their debt, but Nissan has a 
consolidated debt-equity ratio of about 4:1. 
And that understates the true position: as 
with other firms, Nissan Motors's opera- 
tions are consolidated only if it owns more 
than 50% of them. It owns only 40% of 
Nissan Diesel, which has sizeable debts. At 
the moment the riskiness of these debts is 
not fully reflected in the cost of the firm's 
borrowing. That is changing. 

Cutting costs would improve profit- 
ability. But at Nissan, cost cutting has been 
steady rather than savage. True, the firm 
closed a factory in Zama on Japan's main 
island in 1995. Since then, however, it has 
done much the same as everyone else: en- 
courage workers to retire early, design cars 
that call for fewer parts, platforms and sup- 

pliers. That is not enough. 


Daimler-Benz 
Chrysler 
Honda 
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Crawling along 
Pre-tax profits per vehicle* 


*Latest reporting year 
1Converted at May 13th exchange rates 
Source: Nikko Research Centre 





If Nissan cannot solve its 
own problems, might some- 
one else? Unfortunately, the 
firm's dreadful profitability 
1577 makes it an unattractive tar- 
1376 | get. Both Chrysler and 
1245 | Daimler, for example, have 
1.195 returns on equity of over 

905 20%. Buying Nissan which 

395 has a return on equity of 
only 1.2% would reduce 
those dramatically. Unless, 
of course, a would-be pur- 
chaser could make better use of Nissan's as- 
sets, and in particular its distribution net- 
work. That might be possible in America or 
Europe; but in Japan, cutting costs by sack- 
ing people is a struggle. 
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Body Shop 
Capitalism and 
cocoa butter 


66 = was the daughter of an Italian 

immigrant,” remembers Anita 
Roddick. "She didn't wear a bra. We got 
drunk together on cheap cherry brandy 
and talked about saving the planet. I hired 
her.” At one time investors and shoppers 
relished Anita Roddick's approach to run- 
ning the Body Shop, the “ethical retailer” 
and manufacturer of fragrant soaps and 
oils. Her disdain for business conventions 
and passion for human and animal rights 
became part of the Body Shop brand. Its 
wholesome-sounding products, such as ba- 
nana hair-conditioner and cocoa-butter 
body lotion, struck a chord in the 1980s. In 
only 22 years, the company has grown from 
a single shop in Brighton, on Britain's 
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Spiritual guru, with the Dalai Lama 
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south coast, into a multinational enterpris 
with almost 1,600 stores and 5,000 employ 
ees in 47 countries. 

Capitalism has at last caught up witl 
Ms Roddick. On May 12th, after a disma 
financial performance, Ms Roddick an 
nounced that she will cede the post of chie 
executive to Patrick Gournay, a profes 
sional manager from Danone, a Frencl 
food conglomerate. The American store 
will also be farmed out, to a non-executiw 
director with retailing experience and ar 
option to buy control ofthe American oper 
ation if it becomes profitable. 

Things have gone badly wrong at thi 
Body Shop in the past few years. Underly 
ing sales are falling and profits have beer 
dull. There has been competition from bet 
ter-run imitators, such as Boots in Britair 
and Bath & Bodyworks in America, where 
Body Shop grew too fast and is losing 
money. The company failed to get new 
ideas into the shops quickly and is in legal 
wrangles with franchisees. Its shares fell 
from a peak of 370 pence ($6.50) in 1992 to 
111 pence in March. They closed at 123% 
pence on May 13th. 

Ms Roddick deserves much of the 
blame for the decline. She admits she is 
bored with basic retail disciplines such as 
distribution. She would rather spend time 
with the Dalai Lama, whom she met the day 
before stepping down as chief executive. 

This week's changes, intended to ad- 
dress the shortcomings, look like a weak 
compromise. Although Ms Roddick has 
been moved alongside her husband Gor- 
don as executive co-chairman, she says the 
titles are meaningless. "Tomorrow's job is 
exactly the same as yesterday's," she says; it 
is unclear whois supposed to find that reas- 
suring. While paying lip-service to the need 
for a more professional approach, calling 
Body Shop naive and “an idiot-savant type 





THE ECONOMIST MAY 16TH 1998 


organisation”, Ms Roddick, who with her 
husband and a friend owns 49% of the 
firm, still thinks of it as her extended fam- 
ily. She regrets that Mr Gournay’s job could 
not be filled internally and relates how she 
took him to meet shop assistants to “see 
how he reacts”. 

It remains to be seen how Mr Gournay 
will fit into this happy clan. His scope to act 
will almost certainly be circumscribed by a 
close-knit and top-heavy management that 
includes not only the Roddicks, but also 
Stuart Rose, an 11-year veteran who will be- 
come executive deputy chairman. 

Shareholders who are not kin to Ms 
Roddick might want a more radical solu- 
tion, but they need her. She wins the firm 
great publicity and nobody wants to lose 
her vision. (Her latest idea concerns oils 
based on hemp, part of the cannabis-plant 
family: very third way, very idiot savant.) 
Ideally, her creative brain should be kept 
well apart from the company’s commercial 
management. Some even suggest that Body 
Shop should turn itself from a retailer into 
a supplier. John Richards, a broker at B.T 










Taking a bath 
Body Shop International 400 
share price, pence | 
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1991 92 93 94 95 96 97 
Source: Datastream/tCV 








Alex Brown helped float the company in 
1984. He says Body Shop is about products: 
"They shouldn't have anything to do with 
running shops." The sad lesson of Laura 
Ashley, another family-owned British re- 
tailer, is that the longer investors wait to 
turn bright ideas into professional compa- 
nies, the harder it becomes. 





Computers 


Revival of the fittest 


SAN FRANCISCO 


Having taken on Microsoft and lost, Novell and Apple are both staging come 


backs. How? 


INS ofa death can be greatly exagger- 
ated—especially in high-tech indus- 
tries. Only a year ago, most observers saw 
Novell, a software firm, and Apple, a com- 
puter maker, heading towards extinction. 
Today, both are alive and kicking. 
Having realised that they can't beat 
the juggernaut from Redmond, they 
are devoting themselves instead to 
smaller markets, ones they have the 
strength to dominate—behaving, in 
other words, like mini-Microsofts. 
Novell tried to compete head-on 
with Microsoft in desktop software, 
such as the word processor Word 
Perfect. Apple struggled with an al- 
ternative to the dominant “Wintel” 
(Windows and Intel) standard for 
personal computers. Both failed mis- 
erably. Over the past four years, Ap- 
ple’s share of the global pc market 
has shrunk from 9.4% to 2.6%. Novell 
is in better shape; but, in its struggle 
with Microsoft, it neglected the cus- 
tomer base for its flagship product, 
NetWare. Five years ago, NetWare 
owned about 70% of the market for 
operating systems connecting local 
area networks (LANs) Today, this 
share has fallen to 50%, as 
Microsoft's Windows NT operating 
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system encroaches. 

Once they hit bottom, both companies 
hired new chief executives with solid geek 
reputations, but very different characters. 
Novell's Eric Schmidt, a former chief tech- 
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nologist ofthe computer maker Sun Micro- 
systems and the driving force behind its 
Java programming language, is known for 
his calm competence. Apple's Steve Jobs, 
who returned to the company last year, is as 
mercurial as he was in 1985, when he was 
ousted from the company he helped found. 

Both did some brutal housekeeping. Mr 
Schmidt temporarily halted product ship- 
ments and fired 1,000 employees—1796 of 
Novell's workforce—including half of its se- 
nior executives. Mr Jobs's predecessor, Gil 
Amelio, had already done most of the dirty 
work. But Mr Jobs made some harsh deci- 
sions too, rescinding the licences of com- 
petitors who have been cloning Apple's 
Macintosh computers, and killing the 
Newton, an ill-fated hand-held device. 

Mr Schmidt and Mr Jobs have both 
made their peace with Microsoft. Novell 
has even developed a Windows Nr version 
of its Novell Directory Services, a kind of 
comprehensive telephone book that con- 
trols how users access a LAN. And Apple's 
"interim CEO", as Mr Jobs still likes to be 
called, successfully invited his former arch- 
enemy to invest $150m in the company. 

Both companies are now devoting their 
energies on discrete, clearly defined mar- 
kets. Novell is concentrating on a new ver- 
sion of its flagship product NetWare 5 
which will be in the shops sometime this 
summer. It will, at last, fully embrace the In- 
ternet protocol (1P), the Net's lingua franca, 
thus finally catching up to the standard for 
computer networks. Novell is also rolling 
out a range of associated new products— 
half a dozen since last September. 

Apple, for its part, stabilised its business 
by launching in November a new line of 
powerful and competitively priced com- 
puters called G3. Last week, it also unveiled 
a product targeted at the consumer 
market—a machine baptised iMac, 
whose startling design recalls the 
original Macintosh. 

On May 11th, Mr Jobs finally pre- 
sented a new software strategy. He 
knew that, in order to strengthen Ap- 
ple’s hold on its niche of Mac-lovers, 
he had to make sure that they can get 
the software they want. So he all but 
killed Rhapsody, which was due to 
become Apple’s new operating sys- 
tem. Instead, the company intends 
to develop the existing Macintosh 
operating system. That means that 
software developers will find it eas- 
ier to rewrite their programs for the 
new operating system, Mac Os x. 

Both companies aim to define 
their territory and take up most of 
the available space. In Novell's case, 
this space is software for intelligent 
computer networks, a market that is 
expected to grow rapidly. Apple, for 
its part, seems to have identified 
computer users who don't see them- 
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selves as part of the mainstream: graphic 
designers, students and anyone else who 
like to think that they are different. 

Is this sort of strategy viable? Carving 
out a niche and filling it, rather than com- 
peting head-to-head with Microsoft, allows 
such companies to offer more targeted and 
clearly superior products. “Microsoft is a 
generalist. You need to be a specialist," says 
Jon Oltsik, an analyst at Forrester Research, 
a high-tech consultancy. The results seem to 
support this idea. Although nobody is pre- 
dicting that Apple is about to return to its 
glory days, the firm has reported two suc- 
cessive quarters of profit, and its stock has 
passed $30, double what it was at the begin- 
ning of this year. After a better recent per- 
formance, Novell is expected to report an- 
other profitable quarter on May 2ist. At 
more than $11, its shares are doing nicely. 

Novell and Apple still have a long way 
to go. Mr Schmidt has the better hand: 
Microsoft will not release Windows NT 5 
until spring next year at the earliest, and 
many companies are likely to delay install- 
ing it until after 2000, when the millen- 
nium bug has been swatted and the code 
has proved stable. And even after that, Win- 
dows NT 5 is unlikely to steamroller 
NetWare. Novell's program has clear ad- 
vantages in running large LANs connecting 
many different computers and rr manag- 
ers may think twice before they change to 
Microsoft. Apple's flashy new hardware is 
unlikely to increase the company's market 
share significantly, but the software strat- 
egy may help stem the tide of defectors. 

What can other Microsoft competitors 
learn from these companies' travails? Suc- 
cessful challengers need a large installed 
customer base, time, and managers intent 
on dominating a niche. And they need to 
know when to get out of the way. 





Microsoft 


Action stations 


T SEEMED, as The Economist went to 
press, that only an increasingly improb- 
able last-minute deal could prevent the 
American Justice Department and the at- 
torney-generals of at least 19 states from fil- 
ing broad new antitrust suits against 
Microsoft. The timing of the action is 
linked to the release of the new Windows 
98 operating system, which was due to be 
shipped to computer makers on May 15th. 
The action, which would be the most 
important of its kind since AT&T and IBM 
were investigated in the 1970s, would end a 
protracted period of skirmishing between 
Microsoft and the government. It began 
last October when the Justice Department 
asked a federal court to impose a $1m-a-day 
fineon the software company for allegedly 
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breaching a 1995 “consent decree”. The Jus- 
tice Department believed that Microsoft 
had violated the decree by forcing com- 
puter makers to preinstall its Internet Ex- 
plorer Web browser as a condition of li- 
censing the Windows operating system 
upon which their businesses depend. 

By fighting on the narrow issue of the 
consent decree, Joel Klein, the assistant at- 
torney-general and the government's top 
antitrust lawyer, hoped to gain immediate 
relief for Microsoft’s rival in the browser 
market, Netscape, while gaining the time to 
gather evidence and gauge the political 
support for a wider action. Mr Klein has 
achieved only limited success with the for- 





mer. Microsoft was forced by the court to 
offer a version of Windows 95 without its 
browser—although there have been few tak- 
ers as it is no cheaper—and the company 
also voluntarily changed agreements with 
Internet-service providers that precluded 
their distributing the Netscape product. 

But Mr Klein has become more confi- 
dent of wide-ranging political backing for 
action against Microsoft—even some con- 
servatives have joined the anti-Microsoft 
cause. And although Microsoft still appears 
to have considerable public support, the 
company's aggressive and occasionally 
sneering rejection of the charges made 
against it have shown it and chairman Bill 
Gates in a less than flattering light. As far as 
evidence is concerned, it seems unlikely 
that the Justice Department would take the 
risk of proceeding unless it was in posses- 
sion of quite damning material. Docu- 
ments it released last year, based on the tes- 
timony of computer-makers and including 
Microsoft's internal memoranda and 
presentations, painted a picture of bullying 
behaviour and paranoia. 

It is likely that the Justice Department 
will claim that Microsoft has abused the 
market power it derives from its monopoly 
of PC operating systems and its great wealth 
both to maintain its monopoly and to ex- 
tend it into new areas, such as the Internet. 
It will allege that by folding new applica- 
tions, such as the browser, into Windows it 
can effectively kill off competition. In par- 


ticular, Microsoft saw Netscape’s Naviga 
tor, combined with the new Java program 
ming language, as a potential threat t 
Windows and acted accordingly. 

Microsoft, however, will retort that th: 
government is trying to prevent it from im 
proving Windows and therefore damagin; 
the interests of consumers and undermin 
ing its approach to the business. By inte 
grating Internet Explorer into Windows 98 
Microsoft will insist that it is giving its cus 
tomers what they want—an easier anc 
more enjoyable means of accessing the In 
ternet. By frequently upgrading Windows 
Microsoft claims that it helps to drive th 
growth of the whole personal computin; 
industry, benefiting both hardware anc 
potentially rival software companies. Ir 
the past few days it has mounted a cam 
paign to demonstrate the dangers to the 
health of the industry and even the wide: 
economy if Windows 98 is delayed, some 
thing that is increasingly unlikely. 

How long a case will last is anybody’: 
guess. But the extreme length and cost of th« 
action against IBM, which was finally 
thrown out by the Reagan administration 
is a precedent that nobody is anxious to fol. 
low. It is also uncertain to what extent the 
Justice Department will want to introduce 
new antitrust concepts to deal with the par- 
ticular characteristics of the technology in- 
dustry in which monopoly power has often 
accompanied falling prices. And if it is 
hard to prove that consumers have been 
greatly disadvantaged at Microsoft's hands, 
how will Mr Klein and his colleagues dem- 
onstrate that innovation, and thus the in- 
terests of future consumers, has suffered? 

The problem of what remedies the gov- 
ernment should seek if it wins its case is 
also, at present, unclear. The danger of any 
antitrust action is that even if the case is 
proved, it may not actually make anything 
better. Until now, Mr Klein has appeared to 
favour modification of Microsoft's behav- 
iour, focusing on its readiness to resort to 
business practices that are inconsistent in 
antitrust terms with its responsibilities as a 
dominant company. That would suggest 
the negotiation ofa new and wider-ranging 
consent decree. 

However, Microsoft's unwillingness to 
compromise on anything that might in- 
hibit its ability to improve and expand 
Windows could rule that out. Some even ar- 
gue that a so-called structural solution in 
which Microsoft might be broken up into 
separate and, in time, competing entities, 
might be the cleanest outcome. It is also the 
one that would enable Bill Gates to be the 
formidable competitor he is without hav- 
ing to fight with one hand tied behind his 
back. In the meantime every fibre of his be- 
ing will be bent to seeing off this latest and, 
to him, wholly unjustified attack on his be- 
loved Microsoft. 
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FACE VALUE 


When cash counts 


Carl Wilhelm Ros is just the kind of man that Sweden's Ericsson needs to cope with a 
changing Europe. That is because he is not the boss 


ROUND the dinner table with friends 
and family. That is where Carl 
Wilhelm Ros, the chief financial officer of 
Ericsson, says he has learnt his most impor- 
tant lessons in how to be a Cro. Not behind 
a desk in his office, pouring through com- 
puter spreadsheets and financial pages; nor 
in negotiations with investment bankers. 
After-hours conversations with ordinary 
people, Mr Ros says, help him learn how to 
explain why the telecoms equipment firm— 
one of Sweden's corporate champions—has 
chosen to take this or that course of action. 
Why is this so valuable? Because, Mr Ros be- 
lieves, accounts and accountability should 
go hand in hand. 

He is not alone. In American companies, 
the cro has long been one of the main peo- 
ple responsible for talking to the markets. 
The chief executive may get all the glory 
when a new product is launched, or a new merger struck. But for 
days and weeks afterwards, it is the CFO who is forced to explain 
the logic behind the decision in endless detail, during countless 
meetings and conference-calls with investors. And he must do it 
with numbers, no less. "Sometimes the boss is allowed to be a 
little extravagant,” Mr Ros says, “but then people expect the Cro 
to be the brilliant guy who gives them all the facts." 

As institutional investors are becoming more powerful in 
Europe, its companies are learning that they too need to talk 
about the numbers. The importance of winning over investors is 
boosting the standing of Europe's chief financial officers. In Feb- 
ruary, Karl-Hermann Baumann, the cro ofSiemens, was named 
chairman of the company's supervisory board. Jean-Pierre 
Tirouflet, cro of Rhóne-Poulenc, has become a high-flier in 
France. Just as the growth of the software industry put a pre- 
mium on techno-nerds, Europe's embrace of shareholder value 
has been a boon to those who actually know what it means. 

It is hard to find a better example of this than Mr Ros. After 
working for two other big Swedish firms, Asea (which later be- 
came ABB) and Astra, a drugs firm, Mr Ros joined Ericsson as its 
CFO in 1985. He has been trying to win 
over investors ever since, despite the 
company's shifting fortunes. Although 
Ericsson is a Swedish company, a declin- of shareholders 
ing proportion of its shares is owned by | *9ftetal 
Swedes (see chart) Since Stockholm is off (109 
the beaten track for most of the world's 
investors, Mr Ros has had to work hard 
to court their favour. 

It was Mr Ros, for example, who had 
to deal with investors in 1991, when 
Ericsson's financial performance was 
suffering badly. At the time, the executive 
board believed that the solution in- 
volved more R&D, since the company 
was sitting on valuable investments in 
GSM mobile-phone technology, and it 
decided to increase the budget by 30%. 
Mr Ros played a crucial balancing role. 
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Mobile capital 
Ericsson's shares, regional breakdown 


974.5m 





He had to explain to Ericsson's cash-starved 
investors why more R&D would help, and 
why the long-term payoff was worth hang- 
ing around for. But behind the scenes, Mr 
Ros was busy delivering a very different 
message to the R&D division: that a kroner 
today is worth more than a kroner tomor- 
row, and that they were wasting money if 
they didn’t hurry up. 


Tell me more 


As well as balancing short- and long-term 
objectives in this way, Mr Ros’s understand- 
ing of Ericsson’s overall strategy has enabled 
him to expand far beyond corporate fi- 
nance. In his dual role as one of the firm’s 
senior executive vice-presidents, Mr Ros in- 
creasingly spends his time dealing with cus- 
tomers and suppliers, and has delegated 
more responsibility for finance to the firm’s 
controller and treasurer. Many within Ericsson now refer to him 
as the firm's deputy chief executive officer—indeed Mr Ros was 
rumoured to be unhappy about being passed over for the top 
spot, filled by Sven-Christer Nilsson earlier this year, though col- 
leagues insist he is satisfied in his current post. 

One sign of this is his effort to develop a new method of fi- 
nancial reporting. Mr Ros hopes to improve on many recent ef- 
forts to measure a firm’s return over and above its weighted cost 
of capital. He has agreed to let Ericsson serve as a test case for 
Price Waterhouse, which has developed something it calls 
“Value Reporting”. Rather than just measuring cash flows inter- 
nally to guide strategy and compensation, Ericsson will publish 
the new information, giving investors more detail about how 
well it is using their capital. It is evidence that the debate among 
regulators over reporting standards is beginning to be resolved 
by the companies themselves, acting unilaterally. If Mr Ros's ef- 
forts are successful, others may decide to follow; those firms with 
something to hide will find it lonely in the shadows. 

There are difficulties with this approach, however, as Mr Ros 
admits. Disclosing detailed information on specific product 
lines, or revealing the strategy behind 
Ericsson's pricing, would indeed make it 
easier for investors to value the com- 
pany. However, by aiding competitors, it 
would also reduce that value. 

Equally, if the new generation of 
CFOs must translate the board’s dreamy 
visions of synergies into cold hard sums, 
and calculate whether one plus one 
really is greater than two, then it will be 
tested by the proliferation of mergers, ac- 
quisitions and alliances. Mr Ros argues 
that all of a firm's executives should have 
this ability, *otherwise they are in the 
wrong job". But that is a counsel of per- 
fection. For much of the time, whether in 
the board room or the dining room, Eu- 
rope's CFOs may find that they are doing 
a lot of the explaining on their own. 
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TRANSACTIONS SPEAK 
LOUDER THAN WORDS 








| Kingdom of Spain 





| EURO 1bn 69?6 bonds due 
31 January 2029 


| Joint bookrunner. 


February 1998 


Much has been wntten about the challenges of dealing with the new Europe. At Barclays Capital we have always known what it would take 
to succeed. If we applied our US$350 billion balance sheet, our AA credit rating and our ability to devise and execute focused integrated 
solutions for our clients, then the deals would come through. And they have. In the bond markets, we have lead managed 48 deals worth 
US$12.7 billion so far this year, including the EURO |billion long-dated benchmark transaction for the Kingdorn of Spain. In the last 
two years we have raised more financing and arranged more syndications in the Euroloan market than any of our competitors. But it is not 
just about quantity. The recent deal for The General Electric Company plc was the first ever facility in the syndicated loan market to be 


denominated in EUROS. 
At Barclays Capital we believe in pushing back the frontiers. 


BARCLAYS 
CAPITAL 





A SHARPER FOCUS 


BOMBAY CHICAGO FRANKFURT HONG KONG JOHANNESBURG LONDON MADRID MILAN NEW YORK PARIS SINGAPORE TOKYO 


And in 13 other cities across the world http://www barclayscapital.com 


issued and approved by Barclays Bank PLC regulated by SFA and member of the London Stock Exchange 


Europe takes the heat 


Several European economies are in danger of overheating. With the 
single currency approaching, what can their governments do about it? 


MERICA is not the only economy with 
bubble trouble. Parts of Europe are 
booming too. As growth becomes break- 
neck, asset markets are frothing and work- 
ers are pressing for higher pay. Spanish 
shares are soaring, money is pouring into 
Italian mutual funds, house prices in Dub- 
lin and Helsinki are rocketing and Dutch 
firms are short of skilled workers. 

When economies start to overheat in 
this way, prudent central bankers usually 
step on the monetary brakes. But that is not 
an option for Europe's periphery. With the 
single currency, the euro, on its way, Euro- 
pean interest rates are falling to German 
levels. When the euro is in place next year, 
rates are likely to stay low to bolster the 
fledgling recoveries in Germany and 
France. If inflation in the periphery rises, 
that in itself will loosen monetary policy 
further (because real interest rates will fall). 
So governments will have to use other 
means to try to slow their economies. Struc- 
tural changes may help to curb prices. But 
the burden of restraining demand will fall 
mainly on fiscal policy. Tax hikes and 
spending cuts are the only tools for manag- 
ing demand governments have left. 

Of the 11 economies joining monetary 
union, five are in danger of overheating 
soon, and Italy is at risk further down the 
line. One measure of the risk that excessive 
growth will spur inflation is the so-called 
output gap. A positive output gap means 
that the economy's production (“actual 
GDP") is higher than its sustainable capac- 
ity (“potential GDP”), suggesting higher in- 
flation is in the pipeline. By this measure, 





Applications are invited for the 1998 Marjorie 
Deane internship. This new award, financed by the | 
Marjorie Deane Foundation, is designed to provide 
work experience for a would-be or junior journalist 
_ under 28, who will spend three months of the sum- 
, merorearly autumn on the newspaper, writing about 
finance. Applicants should send a letter introducing 
themselves, with an original article of about 1,000 
words which they think could appear in the Finance 
and Economics section. Applications must reach us 
by June 22nd and should be posted to: The editor 
(Deane internship) The Economist, 25 St James's 
Street, London SW1A 1HG. The final decision will be 
made by the editor and the foundation trustees. 
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Ireland is most at risk (see chart on 
next page). Jim Power, the Bank of 
Ireland's chief economist, esti- 
mates that GDP grew by a blister- 
ing 10.5% last year. Next comes Fin- 
land, which is expanding at over 6% a 
year, then the Netherlands, Portugal 
and Spain, all growing at around 4%a 
year. Although their output gaps are 
still negative, they are closing fast. That 
in itself can cause inflationary bottle- 
necks if producers cannot raise output fast 
enough to meet demand. Italy is also grow- 
ing strongly but for now has room. 

In addition to rapid growth, these econ- 
omies are displaying symptoms of over- 
heating. Stockmarkets are surging: Mi- 
lan's index has nearly doubled in the past 
year; Lisbon is up by three-quarters; and 
Madrid, Helsinki and Dublin by two- 
thirds. So are house prices: in Dublin 
and Finnish cities, prices jumped by 
more than 20% last year. 


A borrower be 


These rises are fuelling—and fuelled by— 
strongly expanding consumer borrowing. 
In Spain, lending to the private sector 
(mostly mortgages and consumer credit) is 
growing at 20% a year; mortgage lending is 
rising at a similar pace in the Nether- 
lands—some of which is going towards 
buying shares, according to Fred Pallada of 
ING, a bank. Hot money from around the 
EU is also pouring in, now that monetary 
union has eliminated the risk of devalua- 
tion. Net inflows into Italian mutual funds, 
for instance, topped $25.2 billion in April. 
And with all this money sloshing around, 
workers are clamouring for higher pay. The 
Irish police are demanding a 35% pay rise 
(they are not allowed to strike, but three in 
four called in sick on May 1st). 

Although consumer prices are not yet 
accelerating, these countries would nor- 
mally be looking to raise interest rates—or 
allowing their exchange rate to rise—to cool 
their economies. But they can do neither. 
Their exchange rates against their main Eu- 
ropean trading partners are all but fixed 
ahead of the euro's introduction in Janu- 
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ary. And by then their short-term interest 
rates must fall towards German levels. That 
could mean a cut of around three points in 
Ireland and cuts of between half a point 
and 1'4 points in Spain, Portugal and Italy. 
Even after January, there is little chance 
of the European Central Bank raising rates 
very soon. The ECB is likely to set monetary 
policy to target average Eu inflation, which 
in practice means that in the big recovering 
economies of Germany and France. Mr 
Power at the Bank of Ireland draws a paral- 
lel with America in the mid-1980s, when 
the Federal Reserve chose not to tighten 
policy to prick a bubble in New England: 
the rest of the economy was not growing as 
fast. There is, however, a crucial difference 
between America and Europe. Whereas in 
America pockets of boom and bust are 
smoothed out somewhat by workers mov- 
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ing to where the well-paying jobs are, Ger- 
mans are unlikely to up sticks from the re- 
cession-hit Ruhr to bubbly Barcelona. So 
governments will have to find other ways 
of taking the steam out of their economies. 
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Most of the strain will fall on fiscal pol- 
icy. Only tax hikes and spending cuts can 
quickly curb consumer spending and 
dampen demand. A fiscal tightening may 
be particularly effective in the euro-zone's 
periphery—which accounts for only a small 
share of euroland's economy—because it is 
unlikely to be offset by much of a fall in 
bond rates or the euro's exchange rate. 

Unfortunately, however, tighter bud- 
gets may be hard to achieve. Most govern- 
ments have already slashed their deficits in 
order to qualify for Emu; Ireland and Fin- 
land are both running surpluses. Govern- 
ments will find it hard to apply another fis- 
cal squeeze, especially as elections are due 
next year in Finland and Portugal, and the 
Spanish and Irish governments have shaky 
majorities. Indeed, the Irish government 
plans to raise spending by 6% this year. And 
many countries are committed to reducing 
taxes: Spain plans to cut income tax and 
Ireland aims to lower direct taxes. 

Given these difficulties with fiscal pol- 
icy, governments may also look to struc- 
tural remedies to keep a lid on prices. 
Fiercer competition in Europe's single mar- 
ket may provide a check on wages and 
prices, at least in open sectors of the econ- 
omy. Markets such as telecoms are being 
liberalised. Juha Ahtola, chief economist at 
Merita, a Finnish bank, says that prices in 
the fiercely competitive Finnish telecoms 
sector are set to fall even further. Govern- 
ments are also liberalising sheltered indus- 
tries such as construction and retailing. It- 
aly is sweeping away restrictions on its 
high-street chains, for instance. 

Much more could also be done to help 
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companies to hire and fire workers, as well 
as change pay and working conditions 
Spain and Finland are already moving to- 
wards more flexible working practices, 
which will ease the pressure on tight labour 
markets. Ireland, though, is moving in the 
opposite direction. It aims to introduce a 
minimum wage in 2000. 

Speeding up labour-market reform and 
liberalising closed sectors is easier in good 
times, and also makes economies work bet- 
ter in bad times. But although increased 
competition will lower prices over time, “it 
can’t be counted on for a quick cyclical fix,” 
says Kevin Gardiner of Morgan Stanley 
Dean Witter, an investment bank. 

For that, governments may resort to 
temporary, but more direct, ways of con- 
trolling price rises. Spain is lowering utility 
prices and refraining from increases in pet- 
rol and tobacco duties. Finland could cut 
its VAT rate of 22% towards the Eu average— 
and make up the lost revenue by raising 
other taxes in a non-inflationary way. And 
the Bank of Spain is using “moral suasion” 
to urge banks to lend more cautiously, ac- 
cording to Fernando Fernandez of BCH, a 
Spanish bank. Direct credit controls are not 
an option, though. They would probably 
contravene EU legislation, and would be 
largely ineffective when people can borrow 
from banks in other European countries. 

Some good may yet come of the over- 
heating around Europe's core. But the 
omens are not good. Ireland in particular 
looks set to bubble over, with Spain and the 
others not far behind. For Europe's periph- 
ery, controlling the economic temperature 
has never looked so tricky. 





Stockbroking 


Howdy, colonel! 


TUNBRIDGE WELLS 


America's brokers are preparing to invade Britain's high streets 


ITH its wealthy commuters and re- 
tired colonels, Tunbridge Wells must 
be fertile ground for a local stockbroker 
with an eye for business and the right style. 
But what style suits the punters of this gen- 
teel British town? Something old school, 
maybe—a plummy voice, floppy hair, jolly 
enough, but a bit thick. Or something more 
clipped—the City professional, sharp and 
dry, knows what he’s doing. Then again, 
perhaps they are ready for Gary Lackey. 
Until last year, Mr Lackey ran a one- 
man stockbroking outfit in Elkins, West 
Virginia (population: 8,000). His custom- 
ers, many of whom he counted as friends, 
mostly handled wood. They chopped it 
from the mountain forests, milled it, made 
it into furniture and trucked it away. In the 
summer, this wholesome Californian 
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found that a round of golf helped business 
along. In the winter, he taught skiing. Then 
his company, Edward Jones, decided to ex- 
pand in Britain. Mr Lackey volunteered, 
and is one of eight American pioneers to 
open its first British offices. By 
the end of this year, America's 
eighth-biggest retail broker 
hopes to have opened another 
30 offices. Within five years, it 
wants 400, mostly staffed 
with British recruits. 

Others are joining this 
transatlantic hunt for Brit- 
ain's savings. Merrill Lynch 
has just unveiled plans to 
open six regional offices in big 
cities like Newcastle and Ed- 
inburgh in its first expansion 


outside London, and may open many 
more. Donaldson, Lufkin & Jenrette is eye- 
ing up the British retail market too. Ameri- 
can discount brokers, which offer a service 
pared of investment advice, are also keen. 
In 1995 Charles Schwab, America's biggest 
discount broker, bought Sharelink, a re- 
gional British stockbroker. “Great Aunt 
Agatha will be spoilt for choice,” says Mi- 
chael Morley of Merrill Lynch in London. 
Britain has all the usual attractions for 
these Americans, such as an ageing popula- 
tion and a government keen to promote 





Yankee-fearing dandies 
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THE GERMAN PFANDBRIEF 


Progress Report for Investors 





Mortgage banks post record year in 1997 
Pfandbriefe outstanding nearly DM 1.6 trillion 
Jumbo Pfandbriefe outstanding reach DM 288 billion in March 1998 
Credit quality enhanced by new legislation 


Outlook promising for Germany's biggest bond market 
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VERBAND DEUTSCHER HYPOTHEKENBANKEN 
ASSOCIATION OF GERMAN MORTGAGE BANKS 





PFANDBRIEF: PROGRESS REPORT 


Attracting world investment community 


German Pfandbrief 


making giant strides in 
size and innovation 





The structure of Europe’s bond markets is experiencing 
unprecedented change. On the one hand, the new fiscal 
prudence that EMU is forcing upon first wave European 
Union economies is leading to diminishing volumes of new 
supply in government bond markets. On the other hand, 
currency considerations are set to become increasingly 
irrelevant in the euro zone as individual currencies disap- 
pear. The result is that institutions investing in the new 
Euroland will need to look elsewhere for fixed-income 
instruments that match government bonds in terms of 
security and liquidity, but which can offer a pick-up over 
traditional government paper. 


Few fixed-income instruments can offer this combination 
as efficiently as the German Pfandbrief in general and the 
highly liquid Jumbo Pfandbrief in particular. Today, the 
German Pfandbrief is the world’s largest non-government 
bond market outside the U.S. 


The security of Pfandbriefe — bonds issued to refinance 
public-sector loans and mortgages -is beyond question, 
and is most immediately evident from the fact that in the 
long history of the market, no investor has ever failed to 
receive payment of full interest and principal on a Pfand- 
brief issue held to maturity. This unsur- 
passed track record is an ample testi- 
mony to the solidity of the regulatory 
framework governing the issuance of 
Pfandbriefe, and to the security of the 


collateral that backs them. in Circulation 


An added benefit as far as international 
investors are concerned is that the 
solidity embedded in the regulatory 
framework governing the Pfandbrief 
market has been given a stamp of 
approval by the leading international 
rating agencies. All Public Pfandbriefe 
rated to date by Standard & Poor’s, and 
all but one of those rated by Moody’s, 
have been given the top possible rating. 


The German Bond Market 








DM 4.3 TRILLION 


Liquidity, liquidity and liquidity 


Allied to this security are the very high levels of liquidity 
which have arisen since the launch and development of the 
Jumbo Pfandbrief market in May 1995. Since then, a num- 
ber of refinements to the issuing process have formalized 
and standardized the market. Above all, each Jumbo Pfand- 
brief issue must amount to at least DM 1 billion and be sup- 
ported by at least three market-makers prepared to quote 
continuous bid and ask prices for lots of up to DM 25 mil- 
lion in tight spreads of between 5 and 10 basis points, 
depending on the maturity of the issue. 


A growing recognition on the part of international 
investors of the safety of the Pfandbrief, combined with 
the attraction of guaranteed liquidity, has fueled a surge in 
demand for Jumbo issues outside as well as within Ger- 
many, and the mortgage banks have been quick to take 
advantage of the new possibilities this has presented for 
issuing new bonds in large quantities. 


"Precipitous growth" of the Pfandbrief 


This in turn has led to what Dresdner Kleinwort Benson 
(DKB) described in a January report as the “precipitous 
growth" of the Jumbo Pfandbrief market, which took the 
total amount outstanding to over DM 220 billion by end- 
1997, following issuance for the year as a whole of DM 113.8 
billion — an impressive figure for a market less than three 
years old. DKB, for one, prediets total issuance volume for 
1998 of DM 140 billion. 


There are a number of reasons underpinning market par- 
ticipants’ bullishness on the prospects for Pfandbrief 
issuance in 1998. The growing international visibility and 
attractiveness of the Pfandbrief is fueling ever increasing 
demand for the bonds among investors outside Germany. 
Additionally, a new factor that will come into play in 1998 
is the maturing of existing issues which will need to be 
refinanced, creating a self-perpetuating supply cycle. 
On March 5 of this year, a Jumbo Pfandbrief - Hypotheken- 
bank in Essen's DM 1 billion issue - matured for the first 
time. In 1998, DM 7.5 billion in 
Jumbo issues will mature. 


As of December 31, 1997 


A new international asset class 


Market Share of Pfandbriefe 


Historically, issuers of German 
Pfandbriefe encountered no difficul- 
ty in placing their paper with a local 
investor base. With the approach of 
EMU, however, Germany's mort- 
gage banks were among the first 
sizeable group of European issuers 
to recognize the desirability and 
opportunities to expand beyond 
their traditional domestic investor 
base. This is most clearly shown by 
the faet that Germany's mortgage 
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TREGE Section 3 (a) 2 of the US Securities Act, this was technical- 


issuer 


ly the first Pfandbrief which could be offered for publie 
sale in the U.S. 


Another landmark deal last year saw a German Pfandbrief 


| denominated for the first time in Sterling. Hypotheken- 


bank in Essen's £150 million seven-year transaction, was 
priced to yield 20 basis points over UK Gilts. 


The early months of 1998 have seen a continuation in this 


| trend of Pfandbrief issuers cultivating an increasingly 
| diverse international investor base. DePfa-Bank, for 
| instance, has built upon the foundations it had already laid 


.04 | down in the international market with the launch of a Global 
3.82 | Pfandbrief issue of DM 4 billion which broke new ground 
3.43 | as the largest single Pfandbrief issue ever launched. More 


significant still was that no issuer other than governments 


0 2.95 | and German federal states had ever issued larger trans- 
| 2.85 | actions denominated in D-Marks. 


Another significant transaction was the launch of a Sfr 500 


Á j million 10-year Pfandbrief issue by Frankfurter Hypo- 


thekenbank Centralboden in late March. Allgemeine 
Hypothekenbank (AHB) also added a new dimension to the 


| internationalization process with the first ever euro/ecu- 


denominated Pfandbrief — a euro 1 billion issue due in 2004 
which was priced at 8 basis points over the euro-denomi- 


e, : nated French government bond. 


In a similar vein, Westfälische Hypothekenbank launched a 


"069 | DM 2.5 billion Pfandbrief issue off its euro 10 billion MTN 


Programme. The deal incorporated a euro fungibility clause 


35 | allowing for future issues in other mainstream EMU 
35 | currencies. 





banks have already signaled their intention to redenomi- 
nate Jumbo Pfandbrief issues into euros at the start of 1999. 


As a result, the single most prominent characteristic in the 
primary Pfandbrief market over the last 12 to 18 months 
has been the increasing energy with which Germany's mort- 
gage banks have sought to cultivate a new international 
base. Last year saw the first foreign-currency Pfandbrief 
issues in several innovative deals. Aside from involving 
institutional investors around the world, the process of 
internationalization has also brought a host of new parti- 
cipants into the Pfandbrief market — most notably inter- 
national investment banks and the rating agencies. 


Highlights of 1997 included RHEINHYP’s euro 10 billion 
MTN Programme, allowing the bank to issue all kinds of 
bonds, including Pfandbriefe. In addition, Bayerische Ver- 
einsbank took the internationalization of the Pfandbrief 
into new territory with a DM 2 billion Global. Sold under 


Initiatives to improve transparency and efficiency 


Aside from the rapid development of the Jumbo Pfandbrief 
market over the last 36 months, including the growing 
internationalization of the product, market participants 
have been continuously seeking to implement other initia- 
tives aimed at enhancing the efficiency and transparency 
of the sector. In this context, the launch of the JEX index 
together with the JEXP performance index in October was 
a milestone in the evolution of the market. The real time 
index uses data provided by some 35 Jumbo Pfandbrief 
market-makers, and is based on a synthetie portfolio of 30 
bonds with residual maturities of between one and 10 years. 


The introduction of JEX and JEXP represents an important 
step forward for the Pfandbrief market. Significantly, they 
pave the way for the launch of a Pfandbrief future, which 
in turn will allow investors to hedge their exposure to the 
sector more efficiently. To date, the absence of a hedging 
instrument has not been a formidable stumbling block to 
the development of the Jumbo Pfandbrief market, But 
investors are expected to welcome the launch of a Pfand- 
brief future contract which is widely expected in 1998. 
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Reinforcing the Pfandbrief's credit quality 





Although its track record in terms of safety 
is unsurpassed in Germany, a number of 
other measures have recently been initiated 
which have reinforced the credit quality cre- 
dentials of the Pfandbrief still further. For 
example, the European Monetary Institute 
has already indicated that the Pfandbrief 
will be eligible for Lombard and repo trans- 
actions as Tier 1 assets. 

More recently still, the start in April of Ger- 
many's Third Financial Market Promotion 
Act has also helped strengthen the market 
position of the Pfandbrief. As far as Pfand- 
brief investors are concerned, by far the 
most important component of this Act is 


Ihe mortgage banks at work in 1997 


Record lending and 
issuing activity 





Ih 1997, Germany's private mortgage banks 
established new records for both lending 
and Pfandbrief issuance. Total new loan 
commitments reached DM 317.1 bn, an 
increase of 13.4% over 1996. Of this total, 
public-sector lending rose by nearly 20% to 
DM 219.5 bn, while commitments for mort- 
gage loans advanced to DM 97.6 bn, a growth 
of 1.7% over the strong year-earlier figure. 
In the run-up to EMU, the mortgage banks 
continued to step up their lending con- 
siderably in other EU states, more than 
doubling their commitments to DM 32.7 bn. 
Issuance by the mortgage banks of Public 
and Mortgage Pfandbriefe reached a record 
volume of DM 275 bn, up 18.5% over 1996. 


that it will precisely regulate creditors' 
preferential claims in bankruptcy proceed- 
ings, with the assets serving as collateral 
being given the legal status of a separate 
reserve fund, making the Pfandbrief even 
more secure - documenting the impressive 
century-old record of no mortgage bank 
insolvency. Another important provision of 
the Act entitles the private mortgage banks 
not only to issue Public Pfandbriefe to refi- 
nance their own public-sector loans, but 
also to issue Public Pfandbriefe to refi- 
nance the purchase of bearer bonds issued 
by public-sector entities. This in turn will 
enhance the depth of the Pfandbrief market. 


Of this amount Publie Pfandbriefe issued 
rose by 17.8% to DM 204.6 bn, and Mortgage 
Pfandbriefe totaled DM 70.3 bn (+ 20.9%). 
Including the figures through end-1997, all 
German Pfandbriefissuers had bonds out- 
standing of DM 1.6 trillion or 37% of the total 
German bond market of over DM 4.3 trillion, 
and was more than twice the size of the 
Bund market. Of total Pfandbriefe outstand- 
ing, the mortgage banks with DM 1,013 bn 
accounted for some 63% of this market. 

At year-end 1997, 140 issues accounted for 
Jumbo Pfandbriefe outstanding of about 
DM 225 bn. The private mortgage banks 
launched Jumbo issues amounting to about 
four-fifths of the total. 

In 1998, the mortgage banks will continue 
their concerted drive in preparation for 
EMU. Inthe euro zone, which will be the 
world's second-biggest bond market, the 
goal is to enhance the German Pfandbrief's 
leadership in the non-government segment. 


Germany's Mortgage Banks in Perspective 


Year-end 1997 


Total Germany  Mortga 
DM billion 


ge Banks 
DM billion 
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GERMANY'S 
MORTGAGE BANKS 


DEPFA-BANK, WIESBADEN 
BAYERISCHE VEREINSBANK AG 
MÜNCHEN 

HYPO-BANK, MÜNCHEN 
DEUTSCHE HYP, FRANKFURT 
FRANKFURTER HYPOTHEKENBANK 
CENTRALBODEN AG, FRANKFURT 
RHEINHYP, FRANKFURT 


BERLIN-HANNOVERSCHE HYPOTHEKEN- 
BANK AG, BERLIN AND HANNOVER 


DEUTSCHE GENOSSENSCHAFTS- 
HYPOTHEKEN-BANK AG, HAMBURG 


HYPOTHEKENBANK IN ESSEN AG 
ESSEN 


BAYERISCHE HANDELSBANK AG 
MÜNCHEN 


ALLGEMEINE HYPOTHEKENBANK AG 
FRANKFURT 


WESTHYP, DORTMUND 
WURTTEMBERGER HYPO, STUTTGART 
HAMBURGHYP, HAMBURG 


SUDDEUTSCHE BODENCREDITBANK AG 
MÜNCHEN 


DEUTSCHE HYPOTHEKENBANK 
(ACT.-GES.), HANNOVER 


MÜNCHENER HYPOTHEKENBANK EG 
MÜNCHEN 


NÜRNBERGER HYPOTHEKENBANK 
NÜRNBERG 


DEXIA HYPOTHEKENBANK BERLIN AG 
BERLIN 


RHEINBODEN HYPOTHEKENBANK AG 
KOLN 


NORDHYPO BANK, HAMBURG 


SCHLESWIG-HOLSTEINISCHE LAND- 
SCHAFT HYPOTHEKENBANK AG, KIEL 


BFG HYPOTHEKENBANK AG, FRANKFURT 


LUBECKER HYPOTHEKENBANK AG 
LUBECK 


WL-BANK, MUNSTER 

WUSTENROT HYPOTHEKENBANK 
AKTIENGESELLSCHAFT, LUDWIGSBURG 
M.M. WARBURG & CO HYPOTHEKEN- 


Domestic bonds outstanding 3,798.5 1,097.5 28.9 BANK AG, HAMBURG 

Domestic bank bonds outstanding 2,422.3 1,097.5 45.3 ie 

Pfandbriefe outstanding 1,593.1 1,013.3 63.6 

For further information about 

Bec lc = Tr German Pfandbriefe please contact: 

Residential property 1,543.9 363.0 23.5 Association of German Mortgage 

Commercial real estate 367.5 177.9 48.4 Banks (VD) Bonny Germany 

Federal, state, municipal governments 892.1 460.8 51.7 gy OREO T OLA 


E-mail: vdh&hypverband.de 


private savings. But it has some peculiar 
charms, too. The firms that serve Britain’s 
savers are a fragmented bunch. Private-cli- 
ent stockbrokers sell shares to the rich. In- 
surance companies and independent fi- 
nancial advisers (IFAs) peddle insurance 
and pensions to the middle classes. Fund 
managers hawk collective investments, like 
mutual funds. Banks dabble in everything, 
but unconvincingly. 

Also, there are few big firms with na- 
tional brands. Angela Knight of APCIMS, a 
trade association, counts 105 private-client 
stockbrokers among her members, with 
320 branch offices between them. The big- 
gest, Greig Middleton, has just 21 offices. 
Britain has 5,000 IFAs, according to the IFA 
Association, which between them employ 
30,000 advisers. Edward Jones has 4,000 
offices in America, but has never felt the 
need to advertise nationally, says Allan An- 
derson, who runs the firm’s British opera- 
tions. Mr Anderson is tempted to reverse 
this policy in Britain. 


Segmented siege 

Each of the American brokerages is chasing 
a different sort of customer. Schwab is go- 
ing downmarket, putting its faith in low 
costs and high volumes, and is competing 
against British discounters like The Share 
Centre. American discount brokerages 
have better technology, but none is as 
cheap as The Share Centre: its lowest com- 
mission is £2.50 ($4). 

Merrill is tailoring its advice and sav- 
ings products for the wealthier customer 
and is up against several sorts of competi- 
tor. Big British and Swiss banks run estab- 
lished private-banking operations in Brit- 
ain, which provide superior checking 
accounts and investment-management ser- 
vices. Besides selling shares, stockbrokers 
are moving into investment management. 

America's top retail broker thinks it can 
beat full-service British stockbrokers on 
cost. Most of them charge a fee for investing 
customers’ money, then load dealing com- 
missions on top; Merrill’s clients can 
choose between the two. By combining pri- 
vate banking and stockbroking, Merrill 
also hopes to offer a more complete service. 
But British brokers are not standing still. 
They are quickly consolidating and are 
Starting to offer a broader range of services. 

Edward Jones wants to combine the 
role of 1FA and mid-market stockbroker, 
thus selling services into a market that does 
not yet exist in Britain. Its brokers will pro- 
vide independent advice. (Unlike Merrill, 
Edward Jones has no products of its own to 
sell.) But, unlike IFAs, each of its represen- 
tatives is equipped with the latest satellite 
technology to deal in shares on the spot. 

The company’s brokers operate in 
highly local communities. In a typical 
American town, says Mr Anderson, Merrill 
might have one office staffed with nine bro- 
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Logged in 
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A STATISTICIANS 
well, data tortured long 
enough will almost always 
confess. One popular form 
of duress is the visual wiz- 
ardry that can be achieved 
through using different sorts 
of scales for charts. Never mind 
if the data do not fit the argument: a 
well-crafted chart can prove your point. 
| If a trade union were after a big pay 
_ rise, then the left-hand chart below 
would make a strong case. The facts seem 
obvious: the boss’s hourly pay has risen 
| much faster than the workers’ pay. But 
| plot exactly the same data on a logarith- 
mic scale (see middle chart) and the story 
reverses; the wage gap now appears to 
narrow, with workers' wages rising much 
faster than their boss's. If the boss wants 
even stronger ammunition against the 
| union's pay claim, he might unveil the 
right-hand chart. This uses an index 
which sets both wages at 100 in the first 
| year, and shows that his pay rises have 
lagged far behind his workers’. This cor- 
responds to the facts, as all three charts 
were constructed on the (admittedly im- 
plausible) assumption that the boss’s pay 
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kers, Edward Jones nine offices with one 
broker in each. In Elkins, Mr Lackey ad- 
vised everyone from factory hands to the 
municipal water and sewage authority. He 
sees his job as building friendships and 
trust among neighbours. “If it works,” says 
a competitor, "it will be as much a social 
phenomenon as a business success." 

Is Mr Lackey up to the job? He seems to 
have started with all the obvious things— 
taking a polite interest in cricket and but- 
tering up accountants and solicitors at lo- 
cal meetings. A cynical sneer comes easily 
enough. But maybe, in their sunnier mo- 
ments, the middle classes of Tunbridge 
Wells will take to this easy-going American. 
They may even buy some stocks from him. 
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The truth, the whole truth and nothing but the truth 





had risen 5% and the workers’ 
pay 20% each year. 

Log scales are useful for 
comparing rates of growth 
over time or the relative | 

growth in two different indi- . 
cators: a 1096 increase always 
looks the same, regardless of its 







ub 

starting level. This is particularly 
helpful when the numbers involved are | 
quite different. For example, a chart com- 
paring American share-price move- 
ments in the 1920s with those today 
would not work using raw numbers, be- 
cause the 30% drop in the Dow Jones In- | 
dustrial Average in 1929, when the index 
was around 350, would be dwarfed by 
daily price movements today, when the 
index stands at around 9,000. Log scales, | 
in contrast, make the Depression-era 
crash stand out. 

If it is the absolute level of two indi- | 
cators that matters, not the growth rate, | 
then an ordinary scale is better. The chart 
with the log scale misleadingly implies 
that by the tenth year the boss's pay is less 
than twice that of a worker, when in fact 
it is five times as high. Every picture tells 
a story, but not all stories are true. 











Monetary policy 


The perils of 
pricking bubbles 


NEW YORK AND WASHINGTON, DC 


UESDAY, May 19th will be a nail-biting 

day for financial markets. That is when 
Alan Greenspan chairs the next meeting of 
the Federal Open Market Committee 
(FOMC), the body that sets America's mone- 
tary policy. At this meeting, despite quies- 
cent inflation, the possibility of a rise in in- 
terest rates is higher than it has been for 
many months. 

The main reason for this is booming do- 
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mestic demand. America's economy is still 
roaring along, stretching labour markets 
tightly. Output grew by an annualised 4.2% 
in the first three months ofthe year and un- 
employment fell from 4.7% to an extraordi- 
narily low 4.3% in April. Wages have al- 
ready started to rise faster as labour 
markets tighten: average hourly earnings 
rose 4.4% in the year to April, a 15-year high. 
For the FoMC's hawkish members, such 
numbers flash warning signals. 

Asset prices pose a second problem. The 
Economists view—that America's econ- 
omy is already showing signs of an asset- 
price bubble—remains controversial. But 
no one doubts that the Federal Reserve is 
watching asset prices closely. Less obvious 
is what, if anything, the Fed might do if it 
does believe that asset prices reflect specu- 
lative excess. 

Politically, it is hard for a central bank 
charged with pursuing full employment 
and price stability to justify an action 
geared, on the face of it, solely towards 
pricking an equity bubble. Mr Greenspan 
himself said last year that he did not think 
monetary policy should be used in this 
way. It becomes easier to justify action 
when a broad bubble develops in other as- 
sets, such as property prices, and easier still 
when inflation grips consumer prices 
(something that has not yet happened). 

There are plenty of cases of bubbles 
handled badly: America in 1929 and Japan 
in the late 1980s are the classic examples. In 
both cases monetary policy was too loose 
for too long. It is far harder to find an exam- 
ple of a bubble successfully deflated. Eco- 
nomic theory isn't much help. Remarkably 
little research exists on pricking bubbles. 

Broadly speaking, the Federal Reserve 
has three main options. The first is to rely 
on jaw-boning. Central bankers' speeches 
and comments, particularly those of Alan 
Greenspan, can sometimes affect market 
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expectations. In times of specula- 
tive excess, when nerves may be 
stretched, they can prove particu- 
larly powerful. But jaw-boning 
can be risky. Mr Greenspan's 
comments on “irrational exuber- 
ance" in December 1996 brought 
much criticism from politicians. 
And unless such pronounce- 
ments are followed by higher in- 
terest rates, they can actually spur 
the market in the longer term, as 
investors conclude that central 
bankers, though duly vigilant, see 
no cause to tighten monetary 
policy. 

Alternatively, the Fed could 
signal its concerns more directly. 
One way would be to make it 
costlier for investors to trade 
shares, by introducing higher 
"margin lending require- 
ments"—the portion of a share's 
price that must be paid with the investor's 
own cash rather than credit. This require- 
ment was introduced in 1934. For 40 years 
it varied between 50% and 70%, depending 
on how worried the central bank was that 
share prices had been pushed too high. 


WES a wave breaks, you can brace 
for a buffeting, or you can catch a 
ride. After months of bold promises to 
stand alone against the tide of mergers 
sweeping Europe’s banks, the directors 
of Générale de Banque, the second-larg- 
est bank in Belgium, have reached for 
their surfboards. On May 12th the bank's 
board voted to accept a takeover bid by 
Fortis, a Belgo-Dutch banking and insur- 
ance group. The merger will create a 
company with a combined market cap- 
italisation equivalent to $33.6 billion, 
putting it among the top ten European 
financial-services groups. 

The new group will aim to cut costs 
by closing as many overlapping bank 
branches in Belgium as politicians will 
allow, and to raise profitability by selling 
Fortis’s insurance products through 
Générales network—Fortis 
has a good record at cross- 
selling through its Dutch 
banks. But for all the merits 
that Générales directors 
now say they see in the deal, 
until recently they were 
dead against it. A board vote 








lier was split, with all 
Générales managers turn- 
ing it down. Rumour had it 
that they were soliciting a 
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Générale goes with the flow | 
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Since 1974 it has been unchanged at 50%. 

Raising the requirement for the first 
time in 24 years would send a powerful sig- 
nal of the Fed’s concern, but its practical ef. 
fect would most likely be much smaller. In 
1929, outstanding margin debt was equiva- 
lent to four-fifths of the stockmarket's cap- 
italisation. Today it equals only 1.3%. Inves- 
tors have many alternatives to margin debt, 
such as equity derivatives. More important, 
most of the biggest investors, such as pen- 
sion funds and mutual funds, do not bor- 
row to buy shares. 


Short order 


If the Fed wanted to leave no room for 
doubt about where its concerns lay, it could 
fine-tune margin requirements in favour of 
investors who “short” the market (ie, sell 
borrowed shares in the hope of buying 
them back later for less). Currently, margin 
requirements of 50% also apply to investors 
who want to short the market. By simulta- 
neously upping lending requirements for 
buying shares, and cutting them for short- 
ing, the Fed would clearly signal to inves- 
tors what it thinks of the stockmarket. The 
problem, however, is that such changes 
would also signal an anachronistic attempt 





white knight, perhaps ABN-Amro or 
Deutsche Bank, to ride in with a better — 
offer, but concerted lobbying by Fortis | 
and its supporters has won them round. 
What clinched it may have been an ap- | 
peal to national pride. 

Belgian bankers and politicians had | 
until recently cherished dreams of forg- 
ing a great Belgian bank. Those hopes 
were dashed last November, when a big 
Dutch finance group, ING, bought 
Banque Bruxelles Lambert, then the 
country’s third-largest, which Générale 
had once coveted. The other big Belgian 
bank, Kredietbank, forged an alliance 
soon afterwards with Cera, a smaller ri- 
val. Without a potential partner to create 
a true national champion, Générale has 
consoled itself with becoming part of a 
Benelux heavyweight. 

In any case, Générale's 
managers, led by Ferdinand 
Chaffart, have extracted | 
from Fortis the promise that 
they will run the new 
group's banking operations, | 
and the board insists it will — 
keep its decision-making 
centre in Belgium. It will be 
interesting to see how long 
Fortis's more dynamic and 
expansion-minded bosses 
will put up with that. 
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Much has been written about the challenges of dealing with the new Europe, At Barclays Capital we have always known what it would take 
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by the central bank to influence the alloca- 
tion of credit, something the Fed is rightly 
loth to do. Moreover, signalling devices 
alone are not certain to prick a bubble. 
Only higher interest rates can be guar- 
anteed to end a speculative frenzy. Since a 
bubble ultimately reflects loose monetary 
conditions, only monetary tightening is 
sure to deflate it. But how much would in- 
terest rates need to rise? One possibility is 
that a small rise would do the trick, as fi- 
nancial markets in a bubble might react 
strongly to any change in interest rates. But 
another, equally plausible, argument is 
that a small hike will do little. It might even 
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sustain a bubble if investors felt confident 
that the central bank had pre-emptively 
fended off any inflation threat. This argu- 
ment suggests that it would take a substan- 
tial rise in rates—which, of course, would 
result in a sharply slowed economy—to 
change investors' expectations. 

Few economists on Wall Street expect 
an interest-rate hike on May 19th. In some 
ways, that is surprising. For even if the cen- 
tral bankers are not convinced there is an 
asset-price bubble, the mere possibility that 
one might exist, coupled with evidence of 
galloping demand, could and should 
prompt a prudent tap on the brakes. 





Japanese finance 


Rich pickings for the gaijin 


TOKYO 


Will foreign financial firms dominate Japanese markets? 


WAS never a particularly good joke, but 
its popularity may tell you something. 
Tokyo's financial markets, quipped the 
great and good when pondering Japan's 
impending Big Bang, should not be like 
Wimbledon: an international contest 
which the host country never wins. They 
should not be like the City of London, ei- 
ther, dominated as it is by foreign banks. 
Tokyo should be more like New York: a vi- 
brant, mainly domestic market, with locals 
firmly in charge. 

The trouble is, in Tokyo the locals aren't 
up to it. Long cosseted by regulation, Ja- 
pan's financial firms are a decade or more 
behind their foreign rivals. The risk-man- 
agement revolution and cost-cutting merg- 
ers seen elsewhere have largely passed Ja- 
pan by. For all the talk of deregulation, New 
York has seen more restructuring and 
merging in the past month than Tokyo in 
the past ten years. Foreign (or gaijin) firms 
show every sign of cleaning up. In banking 
and insurance, they still account for only a 
tiny slice of total business. But in three 
other areas—fund management, invest- 
ment banking and securities—they have 
made dramatic inroads. 

Only two years ago foreign firms ac- 
counted for less than a quarter of the turn- 
over on Tokyo's stock exchange; by the end 
of last year, they accounted for a third of it, 
though the figure has since fallen slightly. 
Foreign investors have long been happier 
dealing with foreign firms and they now 
own some 1256 ofthe Japanese stockmarket. 
But big domestic investors are also starting 
to deal with foreign intermediaries. 

The reason is that few Japanese stock- 
brokers offer much but execution. Most, in 
particular, are no good at research. True, 
Nomura's research topped a recent poll by 
Institutional Investor, but foreigners occu- 
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pied all but two of the next 16 slots. Many of 
their best analysts are Japanese, lured by 
much better pay. Hiring people from the 
big Japanese firms, says the head of re- 
search at one foreign competitor, is "like 
shooting fish in a barrel". 

The foreign invasion comes at a bad 
time for Japanese securities firms, espe- 
cially. Commissions account for at least 
half of the revenues of many smaller bro- 
kers and have fallen along with volumes. 
Since commissions on big trades were de- 
regulated recently, revenues have fallen fur- 
ther. Yamaichi, once Japan's fourth-largest 
stockbroker, has gone bust; so has Sanyo, a 
middling firm. Of the listed brokers that 
posted results in April only two big ones— 
Nomura and Kokusai—made a profit. 

Apart from selling stocks they have little 
other business. Income from selling invest- 
ment trusts has slumped. One reason is a 
bear market, but domestic securities firms 
have also destroyed confidence by “churn- 
ing" investors from one account to another, 
earning nice fees but reducing returns for 
investors. Only a few have cleaned up their 
act. Nomura, for instance, is trying to turn 
its salesforce into an army of financial 
planners, along Merrill Lynch lines. This 
week it launched several ventures with In- 
dustrial Bank of Japan to strengthen its de- 
fences against foreign rivals. 

The Japanese face stiff competition 
from foreign firms with cleaner images. 
Merrill Lynch has taken over 30 branches 
of the defunct Yamaichi and hired some 
2,000 of its workforce. It hopes that up to 
40% of its Japanese retail business will 
come from selling trusts. The foreigners' 
success will depend on the performance of 
the funds they offer—one reason why they 
are salivating. The performance of their 
Japanese rivals has been dreadful. Foreign 
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fund managers with good brand names, 
such as Fidelity and Mercury, are even try- 
ing direct marketing. 

For the time being, however, fund man- 
agers have their sights on managing Japan’s 
huge pool of pension money. In the past 
this business was restricted to life-insur- 
ance companies and trust banks. Deregula- 
tion has opened the market. With under- 
funded pension schemes, firms such as 
Hitachi and Nippon Steel are increasingly 
giving money to investment-advisory 
firms—specialist fund managers, in effect. 
At the end of 1997, investment-advisory 
firms managed ¥17.5 trillion ($140 billion), 
up from ¥13 trillion the year before. They 
increased the money they managed by a 
third last year—but the amount managed 
by foreigners surged by 80%, admittedly 
from a low base. Growth has been still more 
spectacular this year. 

But foreigners are doing best ofall in in- 
vestment banking. Business is booming for 
the likes of Goldman Sachs, Morgan Stan- 
ley and Merrill Lynch. It comes in four 
main varieties. The first is raising capital 
from foreign investors for cash-strapped 
Japanese firms. (For example, Japanese 
banks have issued lots of securities to bol- 
ster their depleted capital.) The second is 
the trickle of privatisations and new issues. 
The third is the selling of cross-share- 
holdings between companies. And last is 
the buoyant demand for derivatives that 
disguise the problems that lie both on and 
off companies’ balance sheets, especially 
those left over from the spending spree of 
the late 1980s. 

The foreign investment banks have two 
things that most domestic firms lack: access 
to big foreign institutional customers, 
which buy many of these financial instru- 
ments, and expertise in the techniques of 









Gaijin at the gate 

Managed assets of top 15 Japanese 
investment advisers*, Dec 1997, ¥trn 
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modern finance. The methods used by 
many companies to offload risk or disguise 
problems can be fiendishly complex (and 
very profitable for those that sell them). 

In theory, Japanese banks and securi- 
ties firms could develop investment-bank- 
ing expertise. In practice, this is extremely 
difficult. Many of them are still dominated 
by rigid hierarchies and pay structures. 
And Japanese firms are still putting more 
of an effort into correcting their past sins 
than on building up future business. Also, 
few of them have the muscle to do as Meiji 
Life has done: buy a controlling interest in 
a foreign firm (in Meiji’s case, a division of 
Dresdner RCM). They could, of course, re- 
ceive an infusion of expertise by being 
bought themselves. But the stronger Japa- 
nese firms do not want to sell out to for- 
eigners, and foreigners do not want to risk 
buying a basket-case. It is no accident that 
there have been few joint ventures with for- 
eigners, or that, in almost all of those cases, 
equity stakes have been small. Not one Jap- 
anese financial firm has been bought 
outright. 

So for the time being, Japanese and for- 
eign firms will largely go their separate 
ways. In other words, the gaijin will con- 
tinue to outpace their domestic rivals. The 
rules still afford the locals some help: regu- 
lations governing financial markets are 
still opaque, which favours domestic play- 
ers, and many Japanese companies still 
prefer to do business with domestic firms. 
The boss of one of the biggest American 
firms complains that a copy of one of his 
proposals ended up on the desk of a Japa- 
nese rival. All in all, however, the foreign 
firms, especially the big American invest- 
ment banks, are making huge strides. To- 
kyo could end up like New York after all: a 
market dominated by Wall Street firms. 





Ukraine 


Breadbasket or 
basket-case ? 


KIEV 


| iin the presence last week in Kiev 
of 2,000 bankers and businessmen at 
the annual get-together of the European 
Bank for Reconstruction and Development 
(EBRD), Ukraine may be about to miss its 
last real chance of economic reform for half 
a decade. For the moment, a deceptive calm 
prevails. Inflation has been slashed from 
1993, when prices doubled monthly, to 
around 10% last year, and the currency, the 
hryvna, is relatively stable. After seven 
straight years of contraction the economy 
may stop shrinking this year. All would 
seem well—except that Ukraine is lurching 
towards bankruptcy. 
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“In the next few 
months, the volumes we 
need to finance state 
debt... will exceed plan- 
ned budget revenues,” the 
deputy prime minister, 
Sergei Tigipko, gently puts 
it. “Even if we do not 
spend a kopek on wages, 
pensions and financing 
the domestic economy, we 
will not get out of this un- 
less we restore faith among 
investors at home and 
abroad ... and get extra fi- 
nance from international 
lending organisations.” 

Time is short. Ukraine’s 
new parliament, which 
met for the first time on 
May 12th, is dominated by communists. It 
falls largely to the International Monetary 
Fund to focus attention on the need for eco- 
nomic reform. In theory, that should not be 
hard. Without more credit this year from 
the imF and the World Bank, Ukraine faces 
a balance-of-payments crisis that will shake 
the currency, stoke inflation and wreck its 
economic stability. But the IMF must tread 
carefully. A crisis is likely to boost anti-re- 
form presidential aspirants, like Oleksandr 
Moroz, the America-bashing head of the So- 
cialist and Peasant Party. 

So the Fund is promising reward or 
punishment. But can it plausibly do both, 
at the same time? In March, just before the 
election, it quietly suspended a standby 
loan worth $542m when the government 
ran up twice its agreed budget deficit. In 
April, however, it started talks on a separate 
$2.5 billion-2.7 billion credit. It will make a 
final decision early this summer. 

Ukraine’s president, Leonid Kuchma, 
seems to realise his country’s plight. In his 
speech opening the new parliament he 
strongly backed the new loan—and the con- 
ditions attached to it. And for once the IMF 
is insisting that the agreement should have 
parliament's backing as well. In the past, 
when Ukraine has broken its economic 
promises, Mr Kuchma has been able to 
blame left-wingers. 

Will parliament swallow the IMF's con- 
ditions? They come in two parts. The more 
important is a package of reforms, without 


Begging bowl 
Ukrainian balance of payments, 1998, $bn 
0 1 


Peer Eurobonds and IMF 
racelved private placements financing 


Source: Credit Suisse First Boston 





2 3 
— Current-account Principal payments on 
deficit foreign-currency debt 





| Vas emn 
! 


si 
| S = 
"-— —À—— , Tai 


— 





Waiting for investors 


which Ukraine’s cash-strapped economy 
has no chance of flourishing. The proposed 
reforms include a new tax code, liberalisa- 
tion of agriculture and the gas market, bank 
regulation and faster privatisation of big 
companies. Parliament will have few good 
excuses for rejecting a package that will 
widen the tax base, spur investment and 
make it harder for state officials to take 
bribes. The second part of the deal is a dras- 
tic reduction in the budget deficit this year 
to 2.5% of Gpp. Since the government ran a 
deficit nearly three times that size last year 
and still failed to pay nearly $1 billion in 
pensions and public-sector wages, the 
IMFS target looks unrealistic. And that 
could give the reform-wary parliament an 
excuse for turning the whole deal down. 

Even if parliament goes along, lenders 
cannot relax. With the EBRD's spotlight on 
it, the government could not hide its am- 
bivalence about reform. A plan for the 
EBRD to take a minority stake in Bank 
Ukraina, a big state-owned commercial 
bank which is stuffed with dud loans made 
to collective farms at the government's re- 
quest, fell through a week before the EBRD 
meeting because the government refused to 
give the Bank seats on Ukraina's board. 
Rather than take the EBRD's money and ad- 
vice, Mr Kuchma promised still more subsi 
dies and credits for the country's belea- 
guered farmers. If he treats the Mr with the 
same disdain, expect Ukraine's economy tc 
slump even further. 


ou 
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Is this the end of sticky prices? 


Some say the Internet is ushering in a world in which prices change at the 
click of a mouse. There will be plenty of exceptions 


S SHARES are bought and sold, the 
prices on trading screens flicker red 
and black. Most other prices are far less 
jumpy. Petrol-pump prices don’t change 
every time the oil price moves, holiday 
prices and standard hotel rates are fixed 
for months, and doctors seldom alter 
their fees. Some claim the Internet could 
change all that. Prices could flick at the 
click of a computer mouse. And, they ar- 
gue, the economy would run more effi- 
ciently as a result. 

Will the Internet really make prices 
more flexible? The answer depends on 
why prices fail to fluctuate with every 
shift in supply and demand now. Simply 
put, prices change only when the cost of 
leaving them unchanged becomes bigger 
than the expense of adjusting them. In fi- 
nancial markets, prices move all the time 
because the cost of quoting the “wrong” 
price can be huge. If market makers failed 
to raise prices when they were too low, for 
instance, they would make hefty losses be- 
cause they would be obliged to sell unlim- 
ited amounts of securities on the cheap. 
And on a market stall, a fruit trader who 
didn’t lower prices when they were too 
high would have to throw away unsold 
produce at the end of the day. 

The Internet is unlikely to increase the 
cost of leaving prices unchanged. It will 
not make petrol perishable or make it 
more expensive to sell holidays at less 
than cost. But it will make it cheaper to 
change some prices. Electronic price-tags 
can be altered almost costlessly. Digital 
holiday brochures do not need reprint- 
ing. And the Internet makes finding out 
and comparing prices much easier. Rates 
for hotel rooms in Honolulu can now be 
checked from a laptop in London. That, 
some argue, will make booking a room 
more like buying shares, where investors 
plump for the broker quoting the best 
price, which changes all the time. 

For many goods, they may be right. 
Most people would buy the latest Ma- 
donna cp, John Grisham thriller or even 
their electricity from the supplier with the 
lowest prices; who the retailer is barely 
matters. In those cases, keener compe- 
tition may make prices adjust faster to 
Swings in supply and demand. But the In- 
ternet is unlikely to make all prices more 
flexible, especially because it may often 
be more efficient for prices to change ir- 
regularly. Sticky prices are likely to sur- 
vive in at least three cases: when the qual- 
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ity of a product is hard to assess; when 
consumers dislike frequent price 
changes; and when a market is domi- 
nated by a few firms that are wary of alter- 
ing the amount they charge. 

First, consider firms which compete 
on quality as well as price. Consumers of- 
ten find it difficult to judge how good 
their product is; and making a mistake 
may be costly. It can be hard to know how 
good a hotel is until you've stayed there; 
and a sleepless night in a lousy hotel be- 
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fore a big meeting is best avoided. So cus- 
tomers who have stayed in a hotel they 
like may return, even if rivals of the same 
standard are offering cheaper rates—espe- 
cially as on a repeat visit they may know 
which side of the hotel is less noisy, and 
the manager may remember to book 
them a good table for dinner. 

But if prices have risen since their last 
visit, they may reconsider. This may be 
why hotels that are nearly full rarely raise 
their rates for the night, as you might oth- 
erwise have expected. And half-empty ho- 
tels may be reluctant to cut room prices, 
because raising them again when de- 
mand recovers could drive away repeat 
customers as well as bargain hunters. 
That in turn could hurt their reputation— 
and hence how much new business they 
are likely to get (they may, of course, have 
different seasonal or weekend rates). Sim- 
ilarly, doctors are unlikely to cut their fees 
when demand is slack during the sum- 
mer or raise them when patients flock to 
them in winter. 

Firms may also keep prices stable be- 
cause they are providing insurance to cus- 






tomers who dislike volatile prices, espe- 
cially when buying expensive things. 
Customers choosing a holiday do not 
want prices to change while they are de- 
ciding where to go; and they will be loth 
to book months in advance if the price of 
their holiday might fall sharply a few days 
later. 

Companies rarely fix both prices and 
quantities, though, because it would 
make their profits too risky. So consumers 
who value fixed prices usually have to ac- 
cept that firms may ration access to the 
good. Thus a travel agency may guarantee 
the price of a holiday, but with the pro- 
viso that the charter flight can be can- 
celled if not enough people book. 


When fixing is fine 

That may seem less efficient than deals 
where the desired quantity is always 
available and access is rationed by price, 
but perhaps not. Fixed-price contracts 
give firms, which generally know more 
about market conditions than consum- 
ers, an incentive to be truthful rather than 
misrepresent the levels of supply and de- 
mand. If doctors did not fix their fees, 
they would have an incentive to say they 
were in huge demand—and that you 
needed to see them urgently. And a hotel 
that varied its prices a lot would have an 
incentive to pretend it was nearly full, to 
get customers to pay more. In this way, 
sticky prices can improve the flow of in- 
formation about the market. 

Even when assessing quality is 
straightforward and consumers have no 
reason to object to flexible prices, prices 
may stay sticky if competition is lacking. 
Take petrol, which is sold by a handful of 
big companies. As there are only a few 
providers in the retail market, each will 
consider its rivals' likely response before 
changing prices. A petrol company may 
thus be reluctant to raise prices if it ex- 
pects its rivals to try to steal a march on it 
by leaving their prices unchanged. And it 
may also be wary of cutting prices, be- 
cause it may gain nothing but earn lower 
profits if others follow suit. If each firm 
reasons in this way, prices may change 
infrequently. 

When prices are fixed for too long, of 
course, supply and demand may get 
badly out of kilter. In that case, hotels, 
holiday companies, doctors, petrol retail- 
ers and the like will decide to alter their 
rates, fees and so on. In times of high in- 
flation, too, prices may change more of- 
ten. But the Internet is unlikely to spell the 
end for sticky prices. 
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SCIENCE AND TECHNOLOGY 


Genetic warfare 


Science will certainly benefit from a private initiative to sequence the human 
genome. Who else will gain or lose remains to be seen 


HOSE who work in the micro-electron- 

ics industry take it for granted that their 
equipment gets cheaper and faster all the 
time. But Gordon Moore’s famous law 
about the regular halving of cost and dou- 
bling of capacity of electronic hardware has 
no equivalent in the industry’s wetware 
cousin, biotechnology. There, though scien- 
tific advance has been rapid, progress in 
the key technology underpinning much of 
the field—the reading, or “sequencing”, of 
pieces of DNA to find out what genetic mes- 
sages they carry—has lagged. 

That, it appears, is about to change. On 
May 9th news emerged of a collaboration 
between the Institute for Genomic Re- 
Search (TIGR), a private, not-for-profit 
American genetics laboratory, and Perkin- 
Elmer, the main manufacturer of DNA-se- 
quencing instruments. The new firm, as yet 
unnamed, has bold aims. By combining 
the two organisations’ technologies, it 
plans to provide from scratch a complete 
sequence of the genetic “letters” (all 3 bil- 
lion of them) that constitute the human ge- 
nome, and to do it within three years, at a 
comparatively modest cost of $150m- 
200m. It plans to make a profit as well. 

The announcement issues two chal- 
lenges. The first is to the American govern- 
ment, for taxpayers in the United States 
have been sponsoring a similar quest for 
the past eight years. Those efforts were 
planned to continue for another seven 
years, costing at least $2 billion on top of 
the $1.8 billion already spent (see chart on 
next page). The new firm, in other words, 
thinks it can make a Moorean difference— 
halving the time to completion and cutting 
the remaining cost by more than 90%. 

The second challenge is to the estab- 
lished “genomics” companies (many of 
them Perkin-Elmer customers). Their way 
of doing business has been to concentrate 
on sequencing the small proportion of the 
DNA (some 2-5% of it) that actually consists 
of genes. Each gene carries the blueprint for 
a protein, and since most drugs work by in- 
teracting with specific proteins, pharma- 
ceutical companies are willing to pay a lot 
for information about promising genes. 
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The rest of the DNA is regarded as “junk”: 
some of it is known to regulate the activities 
of genes; some of it is indeed known to be 
useless; but most of it is a mystery, its func- 
tion, if any, unknown. The new firm in- 
tends to sequence the lot, junk and all—and 
still make money. 


Moore or less? 


The men behind the collaboration are 
Craig Venter, the head of TIGR, and Mi- 
chael Hunkapiller, the president of Perkin- 
Elmer’s applied biosystem division. They 
are two of the doyens of the field. 

A mere three years ago, Dr Venter was 


constitute a true technological revolution. 
Rather, they refine existing ideas. 
Perkin-Elmer is contributing a newly 
upgraded DNA-sequencing machine. This 
works on the same principle as the old se- 
quencer, but does things more efficiently. 
Sequencing works by taking pieces of 
DNA that are about 600 letters (or “bases”) 
long. These act as “masters”, from which 
copies are made. (DNA loves to copy itself, 
which is why natural selection has fa- 
voured it as the genetic material.) By chemi- 
cal manipulation, it is possible to obtain 
copies that start at one end of the master 
molecule but do not run all the way to the 
other end of it. The result is a mixture of 
DNA molecules whose lengths vary from 
just a few bases to the full 600 or so. A sec- 
ond piece of chemistry then attaches a flu- 
orescent-dye molecule to the “frayed” end 
of each of the new DNA molecules in the 
mixture. Four differently coloured dyes are 
used, each with a specific affinity for one of 
the four different sorts of base. Thus each 
molecule ends up sporting a colour that 
corresponds to its terminal base. 





the first person to sequence the DNA of an 
entire organism (a bacterium called Haem- 
ophilus influenzae) Before that he pio- 
neered expressed-sequence tagging (EST), a 
technique that allows genes to be se- 
quenced without their having to be tracked 
down to their native chromosomes. It is EST 
that has permitted the genomics compa- 
nies to focus on genes while ignoring the 
junk. Dr Hunkapiller who, unlike Dr Ven- 
ter, has spent much of his career in indus- 
try, is a slightly less well-known figure. But 
he was responsible, when a student at the 
California Institute of Technology, for a sig- 
nificant breakthrough in the technology of 
analysing proteins. 

Like the many small, incremental im- 
provements that, when added together, re- 
sult in Moore's law, the two sides' respec- 
tive contributions do not in themselves 


The molecules are then sorted accord- 
ing to their length by using an electric cur- 
rent to drag them through a gel (small mole- 
cules move faster than big ones) and the 
order of the colours in the gel is read off, 
using a laser. This order is the same as the 
order of the bases in the original master. 

Perkin-Elmers new machine refines 
this process and automates it. Instead of 
slabs of gel, it uses capillaries filled with a 
liquid polymer, so that continuous flow is 
possible without the need to change slabs. 
And the machine can be loaded up for a 24- 
hour run in 15 minutes, and then ignored. 
To keep an old-style machine running for 
24 hours required three shifts and eight 
hours of a technician's time. This is where 
much ofthe cost saving comes from. 

TIGR's contribution is what will go in 
the machine, and what will be done with 


95 


a eres 53.5 teh " 


SEA: Ie 


NEL PR eka 


PRO TOU apr "c 


Y ^" 





i 4 ms 


a oF 


rhe) 


a ai ae 
. E 


2 Y 
i 


;wIENDA 5 
TIPS AP "ARA ^ 


Log 


d 
“ir 
^. ja 


the results. It takes a lot of 600s to fit into 3 
billion, and in practice it takes many more 
than that to make a full sequence because 
the individual fragments have to be linked 
together by matching up their overlaps. 

In the past, this was done in a stepwise 
fashion. Researchers cut chromosomes into 
pieces, coaxed bacterial or yeast cells to host 
the pieces (and thus reproduce them when 
the host cell reproduced), and stored the 
hosts in “libraries”. Individual pieces were 
then split up and sequenced separately. 

In order to sequence Haemophilus, Dr 
Venter used a more direct approach. The 
entire chromosomes of several bacteria 
were shattered, using ultrasound, into 
pieces small enough to sequence by them- 
selves. This is a technique he refers to as 
“shotgunning”. The fragments from each 
bacterium being different (because the ul- 
trasound shatters the DNA more or less at 
random), it was possible to find enough 
overlaps between the sets to reconstruct the 
whole. The snag was that it took a lot of 
clever computer-programming to do it. 

Bacterial genomes are much smaller 
than those of people (Haemophilus’s has 
18m bases). But Dr Venter thinks that 
TIGR's software is now up to dealing with 
the entire human genome in a single gulp. 

That is just as well. For when the new 
venture is at full capacity it will be able to 
sequence 100m bases a day. That is the 
equivalent of ahuman genomea month. In 
practice it will take nearer to a year to ob- 
tain à complete reading of an individual's 
DNA because of the need to carry out multi- 
pleshotgunnings. In the case of bacteria, six 
or seven have served, but for the far-longer 
human genome ten are planned. Even so, 
that means that the first fully sequenced 
human genome could, in principle, be 
available sometime in 2000—a year ahead 
of the already accelerated schedule. 


Place your bets 


Thescientific auspices, then, look good. But 
if the project is to succeed, it must also 
make money. One thing that both partici- 
pants have been keen to emphasise is that 
the "raw" sequence data itself will be avail- 
able for nothing. This should please aca- 
demic geneticists who live in fear that their 
research material may suddenly become 
proprietary. But academics are one of the 
new firm's target markets. For besides the 
raw and publicly available sequence, the 
new firm plans to “package” its data in 
market-friendly ways, with software to help 
search and collate it. There will be a range 
of products, from simple, low-end pack- 
ages for impoverished academics to tailor- 
made luxury items for drug companies. 
There will also be a particular con- 
centration on the genetic differences 
(known as polymorphisms) between indi- 
viduals. The high-throughput methods the 
new firm is adopting mean that several dif- 
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ferent human genomes will eventually be 
sequenced. Tracking down  polymor- 
phisms should therefore be easy. And poly- 
morphisms are worth money. Some can 
help in diagnosing diseases, others in un- 
derstanding their causes. It is even possible 
that some will lead eventually to drugs that 
are specially tailored to work on particular 
versions of the same protein, thus provid- 
ing more effective cures. 

The third hope for making money is to 
identify a few useful genes that have not al- 
ready been snapped up by the other ge- 
nome companies using EST. These compa- 
nies claim that they have already tracked 
down 80-90% of the genes, but some valu- 
able ones might still be hiding. That is be- 
cause EST works best for active genes. Less 
active ones are difficult to detect, even 
though what they do may be critical. 

All this has been greeted with polite 
scepticism from the existing genomics 
companies. They have several years' start in 
the hunt for genes and polymorphisms. 
One of them, Incyte Pharmaceuticals, 
claims it, too, is about to embark on a full 
human sequence (or, rather, a 99% com- 
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plete version, since only threefold, rathe 
than tenfold coverage is planned). 

But the success or failure of the compa 
ny’s business strategy is a matter for norma 
competition. What intrigues many peopl 
is the fate of the publicly funded sequenc 
ing efforts in America and the rest of th 
world. Officially, it is all smiles. On Ma 
uth Dr Venter and Dr Hunkapiller shared. 
public platform with representatives of th 
National Institutes of Health (NIH) and th 
Department of Energy (DoE), which run th 
government project. Undying mutual ad 
miration was expressed—and at a scientifi 
level probably meant. But if the new firn 
works, it will make the efforts of the govern 
ment scientists redundant. And, wors 
than that, it risks making them look silly 
because the NIH and the pot have deliber 
ately followed a strategy of farming the tasl 
out among well over a dozen centres, rathe 
than concentrating everything in om 
place—a key managerial feature of the nev 
approach which should make a significan 
contribution to its low cost. No hasty deci 
sions will be made, of course. The new ven 
ture needs to prove itself first. But worker: 
at those numerous centres might be ad 
vised to start thinking about their next ca 
reer-moves now. 

As for the participants, the benefits o 
the arrangement are clear. The new firr 
will be an extension of TIGR by othei 
means, and if it succeeds Dr Venter will gc 
down in history as the man who crackec 
the human genome. Perkin-Elmer is taking 
more ofa gamble. It risks annoying some o! 
its customers by starting to compete with 
them, and unlike its scientific plan, the new 
firm's business plan relies on a lot of hope 
and guesswork. There may yet turn out tc 
be treasures in the unexplored junk of hu: 
man DNA. As the old Yorkshire saying goes: 
"Where there's muck, there's brass" Even 
so, it's all a question of who gets which. 





Lasers and display screens 


Colourful visions 


SAN FRANCISCO 


The recent Conference on Lasers and Electro-Optics (CLEO) in San Francisco 
discussed a range of new light-based technologies. We report on two of them. 
One is intended to produce better images on display screens. The other aims at 


better images of the insides of bodies 


NGINEERS hate muzz, and those whose 

job it is to fret about such things fret 
about the muzziness of the colours pro- 
duced by televisions and computer moni- 
tors. These colours are muzzy because the 
individual picture elements (or pixels) on 
the screens give offa range of frequencies of 
light, rather than a single frequency, and 
since colour is the brain's interpretation of 
frequency, that range means a less-than- 


pure colour. 

The screen engineers ideal, therefore, 
would be for each pixel to emit light of the 
purest frequency possible, and the purest 
light of all comes from a laser. But deliver- 
ing laser light from every pixel on a screen 
is hard. Attempts to do so in the past have 
been fraught with problems or extremely 
expensive (or both). At CLEO, however, Joel 
Firehammer, a graduate student at Brown 
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University in Rhode Island, explained a 
way around those troubles. He and his su- 
pervisor, Nabil Lawandy, have managed to 
use the light from a single laser beam to 
produce an image cheaply and reliably. 
They did so by employing one of the com- 
ponents of the screens used in laptop com- 
puters—liquid crystals. 

Lasers come in various forms, but all 
have a similar arrangement at their core. 
There are two parallel mirrors (one of 
which reflects more weakly than the other), 
arranged with their reflecting surfaces fac- 
ing each other. Between the mirrors is a cav- 
ity filled with the material that amplifies 
the light. To produce a laser beam, that ma- 
terial is “pumped” with energy (there are 
various ways of doing this) causing some of 
the electrons in its atoms to become ex- 
cited, and rise from their orbits into higher 
orbits. As they fall back to their original or- 
bits, these electrons give off light. 

Some of the generated light is lost from 
the sides of the cavity, but the rest bounces 
to and fro between the mirrors. As it does 
so, it stimulates the emission of more light 
from excited electrons that have been 
pumped up by the outside energy source, 
amplifying the signal. Eventually, one fre- 
quency of light begins to dominate as it 
"sucks away" energy from nearby frequen- 
cies, and the amount of light bouncing be- 
tween the mirrors is amplified so far that 
some of it leaks out as a beam through the 
weakly reflective mirror—hence the acro- 
nym from Light Amplification by the Stim- 
ulated Emission of Radiation. 

What Mr Firehammer and Dr Lawandy 
have done is to use liquid crystals to dis- 
rupt the lasing process in a way that allows 
them to generate an image. Their particular 
laser uses a liquid dye as the lasing mate- 
rial, but they have introduced a second ele- 
ment in the cavity between the mirrors. Just 
in front of the weakly reflecting mirror is an 
array of pixels made of liquid crystals. 

Liquid crystals are long, thin molecules 
which, in their normal state, are arranged 
at random like the molecules in a liquid. 
But if they are embedded in a thin sheet of 
plastic and an electric current is passed 
through them, they line up in parallel like 
the molecules of a crystal. The random ar- 
rangement scatters light and so is opaque, 
but the ordered one is transparent. A com- 
mercial liquid-crystal display (LCD) ex- 
ploits this by generating light behind small 
patches of liquid crystal that act as the 
pixels. The dark bits of the display are 
where the liquid crystals block the passage 
of light generated beneath them. 

In Mr Firehammer' design, however, 
the liquid crystals do not merely block the 
passage of light, they disrupt its generation 
in the first place. Mr Firehammer and Dr 
Lawandy realised that a pixel in the *on" 
position (ie, transparent) allows the dye to 
continue with its lasing uninterrupted. But 


[HE ECONOMIST MAY 16TH 1998 


SCIENCE AND TECHNOLOGY 


a pixel in the “off” position scatters the light 
from the dye so much that it actually pre- 
vents it from lasing. So by switching the 
pixels on and off in the same way that they 
are switched in an LCD, an image can be 
generated in the light leaving the weakly re- 
flecting mirror. 

According to Mr Firehammer, not only 
is the colour purity of the resulting image 
better, but so is the contrast and therefore 
the sharpness of the image. So far, that ap- 
plies only to static images, but the research- 
ers are planning to make a moving picture 
in a few months' time. The laser scene from 
“Goldfinger”, perhaps? 





Lasers and tomography 
Big, tiny 
developments 


SAN FRANCISCO 


T HE days when surgeons had only x-ray 
photography to delve inside people's 
bodies are long gone. Today, ultrasound 
and magnetic-resonance imaging are also 
used routinely to expose a patient's innards 
without the need for a scalpel, while the use 
of x-rays, in the guise of computerised axial 
tomography (CAT) scanning, has itself 
changed beyond recognition. But although 
it is possible to employ some of these tech- 
niques to see quite small structures (down 
to a tenth ofa millimetre, in the best condi- 
tions), none can look at truly tiny things. 
That matters, because several of the harbin- 
gers of dangerous common diseases, such 
as arterial plaques (which lead to heart at- 
tacks) and malformed gut cells (which indi- 
cate incipient bowel cancer), are so small 
that they still require excision and exami- 
nation with a microscope. 





The inside story 
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But not for much longer, if James Fuji- 
moto has his way. For in a lecture to the 
Conference on Lasers and Electro-Optics 
Dr Fujimoto, an electrical engineer at the 
Massachusetts Institute of Technology, ex- 
plained how a technique called optical-co- 
herence tomography (oct) can be used to 
look at things as little as a thousandth of a 
millimetre across, without having to cut 
them out first. 

Dr Fujimoto performs his trick with in- 
fra-red lasers, but the method is reminis- 
cent of radar. It works by bouncing a beam 
of infra-red light off the tissue of interest 
and watching the echoes. In radar, the time 
an echo takes to return tells the machine 
how far away the object under examina- 
tion is, but when dealing with structures 
the size of cells, that time is too short to be 
measured accurately. Instead, the equip- 
ment compares the phase of the returning 
beam with that ofthe outgoing one—that is, 
it records how far out of register the peaks 
and troughs of the two sets of waves are. 
And since the wavelength of the laser Dr 
Fujimoto uses is similar to the size of the 
things he is looking at, humps and bumps 
cause perceptible shifts of register in the re- 
flected beam. With a little computer wiz- 
ardry, these shifts can be translated into an 
image of the tissue under examination. 

So far, the only peering into humans 
that Dr Fujimoto has done is into the organ 
that is most accessible to light—the eye. 
Here, OCT has proved able to detect retinal 
damage and glaucoma. But, working in 
collaboration with Mark Brezinski of the 
Harvard Medical School, he is trying to ex- 
tend the technique's reach. The two re- 
searchers have now managed to scan the 
gut, windpipe and arteries of rabbits, as a 
step towards its eventual use on people. 
And ocr has applications beyond pure di- 
agnosis. Dr Fujimoto has also been using it 
to study the development of tadpoles. 

He has, to his delight, been 
able to follow the formation 
of individual organs in an in- 
dividual animal. Previously, 
such information had to be 
built up by killing tadpoles af- 
ter different periods of time 
and recording how far devel- 
opment of the organ in ques- 
tion had proceeded. 

Frog lovers will be pleased 
by that improvement. So will 
embryologists, because it will 
now be possible to study indi- 
vidual variations in the devel- 
opmental process, rather than 
just the average. That might 
not sound stunning, but the 
study of frogs has already led 
to many insights into the way 
that human embryos develop. 
oct might lead to more. 
QC 
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Engineering: in need of heroes 


Why are architects glamorous and engineers anonymous? It wasn’t always so 


ED HAPPOLD, an engineer who 

worked on the Sydney Opera House 
and the Pompidou Centre in Paris, once 
wryly remarked that while everybody knew 
Whistler's grandmother, nobody knew that 
his father was a distinguished engineer. He 
might have added that Whistler's uncle was 
one as well. The two young Americans, 
George Washington Whistler and William 
Gibbs McNeill, went to Britain in 
1828 to study the then new railways. 
They returned home to engineer the 
Baltimore & Ohio, America's first 
public railway. 

While Happold had a point, ev- 
erybody does know of the man 
whom Whistler and McNeill went to 
Britain to meet, George Stephenson, 
renowned as the father of the rail- 
ways. In Stephenson’s time engi- 
neers were quite often famous. For 
almost a century after 1760, they 
bathed in the reflected glory of their 
amazing creations. The peak of that 
glory occurred at about the time of 
the Great Exhibition in 1851, which 
an engineering historian, L.T.C. Rolt, 
has called "the high noon of British 
engineering". 

When Robert Stephenson 
(George’s son), Joseph Locke and 
Isambard Brunel, collectively 
known as the triumvirate, died with- 
in a few months of each other in 
1859-60, the entire nation went into 
mourning. As Rolt wrote, "Never 
again would a British engineer com- 
mand so much esteem and affec- 
tion; never again would the profes- 
sion stand so high." 

How did this decline come about, and 
was it deserved? Were the engineers of this 
century really lesser men than the pioneers, 
and are their works really less impressive? 

Rolt provides the answer to the first 
question when he writes, "To some extent 
this was inevitable, for as knowledge rap- 
idly accumulated so the profession rami- 
fied. Increasingly, teams of more or less 
anonymous experts became responsible 
for new developments rather than a single 
brilliant individual" This did not happen 
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to architects to anything like the same ex- 
tent. So names like Frank Lloyd Wright, 
Mies van der Rohe, I.M. Pei, Norman Foster 
and Richard Rogers are now familiar in a 
way that the names of their engineering 
contemporaries are not. 

Naming the designer of the Channel 
Tunnel, for example, one of the outstand- 
ing construction achievements of recent 





Isambard Kingdom Brunel, engineer . . . and star 


years, is near enough impossible. For the 
tunnel had not one designer but an army of 
them. An old-established British consul- 
tancy, now known as Mott MacDonald, 
could fairly claim the title, but it would 
readily admit to the help it received from 
many other consultants. 

And then there is more to a tunnel than 
just designing it. It has to be constructed. 
There again, no one tunneller was in- 
volved. The builders were Transmanche, a 
consortium often leading French and Brit- 


ish contractors. The size and complexity of 
the project meant that the credit for its 
achievement had to be spread widely. 


Puritanical thoughts 


It is not only the nature of their projects 
which makes the architects more accessible 
to the public than the engineers. While the 
architect is seen (and sees himself) as an art- 
ist, the engineer does not. He has quite dif- 
ferent imperatives, which vary mainly in 
the emphasis which the engineer puts on 
two things: first, the need for economy, not 
merely in cost but also in the use of materi- 
als; and second, the notion of the flow of 
force. It is abhorrent to the engineer to 
waste materials. That is not true of archi- 
tects, who have other aims. 

This leads the engineer to devise a 
method of bringing the dead loads 
(ie, the weight of the structure) and 
the live loads (ie, the applied loads it 
is designed to carry) down to the 
foundations in the most straightfor- 
ward way possible. He wants this 
flow of force to be apparent and 
readable in the structure. Fazlur 
Khan, a great Chicago-based engi- 
neer, worried about the philosophi- 
cal purity of the Marcel Breuer canti- 
lever chairs in his own office, 
although they were acknowledged 
modern classics. Why make a chair a 
cantilever, he asked, when the loads 
that it has to carry can most readily 
go down four legs? 

Khan remained unconvinced by 
the explanations of his architectural 
colleagues who pointed out that the 
cantilever added springiness. He de- 
cided that Breuer had used the canti- 
lever not for its springiness but for its 
novelty. The engineering mind is 
more puritanical, and shies away 
from novelty. 

Making forces go where they 
ought to go satisfies the engineer. But 
his apparent indifference to aes- 
thetic demands dampens the pub- 
lic’s enthusiasm for his work. Yet the 
engineer's work is frequently eye-catching. 
Bridges, for example, at their best can be up- 
lifting. Writing about one of Thomas 
Telford's bridges in Scotland, a poet, Robert 
Southey, quoted a description of it by an 
awe-struck passer-by as a “spiders web in 
the air" and as "the finest thing that was 
ever made by God or man”. 

Some of the greatest bridge builders 
have been Swiss engineers. Robert Maillart 
(1872-1940), for example, was the first de- 
signer to treat reinforced concrete as a dis- 
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crete building material in its own right and 
not merely as a substitute for masonry. 
Educated in Zurich, he set up in practice in 
1902 as a designer and builder of rein- 
forced concrete structures. 

In the 20 years after the first world war, 
Maillart designed a number of bridges of 
which the two most notable are those at 
Salginatobel and Schwandbach in Switzer- 
land. Of the latter, David Rillington, a 
Princeton University historian, has written, 
“It is undeniably a work of man and not of 
nature. It springs not from any organic, nat- 
ural form but from the imagination of an 
engineer. It expresses the ideal of mini- 
mum waste of materials and monies. No 
one else ever before or since has designed a 
work quite like it.” 

Another Swiss engineer of star quality 
was Othmar Ammann (1879-1965). Al- 
though he was Swiss by origin and training, 
Ammann's career was mainly in the 
United States where, for many years, he was 
a leading exponent of the long-span sus- 
pension bridge, rivalled only by David 
Steinman (1886-1960), who was a New 
Yorker born and bred. 


Their rivalry was intense, and relations 
between them were never cordial. They 
were, though, the world’s leading suspen- 
sion-bridge engineers in the first half of the 
20th century. Ammann’s credits include 
the Verrazano-Narrows bridge over the en- 
trance to New York harbour, his last and 
greatest work. With a main span of 4,260 
feet (1,300 metres), it was fora time the long- 
est of its kind in the world. 

Steinman was the more flamboyant of 
the two, though he too wanted simplicity in 
his structures which would, he hoped, ex- 
press "the harmonious union of beauty 
and strength". His St Johns bridge in Ore- 
gon goes some way in that direction, but his 
impulse to add Gothic curlicues could not 
always be held sufficiently in check. 

Soon after the second world war, the 
leading edge of long-span bridge design 
crossed the Atlantic to Britain where, at 
first, the foremost designers were Freeman 
Fox and Partners. FFP dates from the time of 
the Great Exhibition when its founder, 
Charles Fox, was as much responsible for 
the Crystal Palace as Joseph Paxton was. 
The firm went on to design the Sydney Har- 





The power of the sun 


BIRMINGHAM 
HEN Tony Blair and his fellow 
leaders take a break from the 

| Stresses of the G8 meeting in Birming- 
| ham on May 15th-17th they will stroll 
round a revolutionary, wedge-shaped 
| building that signals a shift in the tradi- 
| tional balance between engineers and 
architects. The high-tech glass pavilion, 
built in just over a fortnight on open 
ground in front of the convention centre 
where the meeting is to be held, is 
| powered by photovoltaic panels which 
cover the whole of its sloping south-fac- 
ing wall. Even in Birmingham, not fam- 
ous for fresh air and sun, the building 
will generate more energy than it uses. 
It is less than two months since some- 
| body first thought that this would be a 
| good way to show the eight leaders the 
| environmental impact of photovoltaic 
| technology. Not only does the building 
| provide some 1,800 square feet (170 
. Square metres) of light, attractive work- 
| ing or living space at a building cost of 
. under £80 ($130) per square foot, it also 
produces up to 15 kilowatts of power to 
| fuel its own lighting, ventilation, cookers 
| and computers. In a year, each kilowatt 
| of solar power saves one tonne of carbon 
dioxide emissions. 
The building has been put together 
by the Ove Arup Partnership and BP 
| (which makes the photovoltaic panels). 
_ “We could never have done something 





like this without the close co-operation 
of a multi-professional team,” says its ar- 
chitect, James Burland. Instead of stick- 
ing panels on the sides of an architect-led 
building, the photovoltaic technology 
has itself been the driving force behind 
the structure’s cheesy shape. It marks a re- 
turn to the engineer's priorities of econ- 
omy in the use of materials and a 
straightforward “natural” flow of forces. | 

It may also herald the emergence of a 
new type of star, neither architect nor en- 
gineer. For the real skill in a building like 
this comes in what its structural engi- 
neer, Tony Broomhead, calls “the tuning 
and tinkering and changing of prior- 
ities” as the building progresses. The key 
role is that of the manager of the team, 
not of the members of it. It is the role of 
Lord Hunt in the first ascent of Everest as 
opposed to that of Sir Edmund Hillary or 
Norgay Tenzing. 


A shape of things to come 











The grace of Swiss bridges 


bour bridge in the 1920s and, more re- 
cently, the first Bosporus bridge and the 
Humber road bridge in England, the long- 
est suspended span in the world until Ja- 
pan's Akashi Kaikyo bridge opened in 
April this year. 

Lately, FFPs prominence in long-span 
bridge design has been rivalled by Mott 
MacDonald, engineers for the Ising Ma 
bridge on the Lantau Link to Hong Kong's 
new airport. But perhaps the best-known 
British. international consultancy is the 
Ove Arup Partnership, founded in 1946 by 
one ofthe undoubted engineering geniuses 
of this, or any other, century. 

Though a Dane, Ove Arup (1895-1988) 
was born in Newcastle, England, where his 
father was a consular official. He was then 
educated in Denmark before returning to 
England in 1923. There he worked in con- 
tracting and acquired an interest in materi- 
als, especially concrete. In the late 1930s he 
set up a consultancy with his cousin as de- 
signers and builders, much as Maillart had 
done years before. After the war his interest 
in architecture led him to leave the firm 
and set up on his own as a consultant. The 
firm he founded is now one of the biggest of 
its kind in the world and has co-operated 
with most of the star architects of the day. 

Arup claims to have turned to engineer- 
ing when he realised that his talents, in his 
own modest estimation, were inadequate 
for him to take up architecture. And he re- 
mained an architect manqué all his life, out 
of which arose a desire to bring architecture 
and engineering together to produce what 
he termed “total architecture”. 

As his firm developed it showed that en- 
gineering is much more than a mere hand- 
maiden to architecture. The part it played 
in such buildings as the Sydney Opera 
House, the Pompidou Centre, and the 
Hong Kong and Shanghai Bank building, 
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was arguably greater than that of architec- 
ture. Two of the buildings—the opera house 
and the Pompidou Centre—involved two 
Arup engineers who, 150 years earlier, 
would have become legends in their own 
right: Ted Happold (1930-96) and Peter 
Rice (1935-92). Both later started practices of 
their own. 

The two buildings demonstrate the dif- 
ficulty of ascribing credit to the architect, as 
is usual, or to the engineer whose input is 
seldom properly recognised. The design of 
the architect, Jorn Utzon, for the Sydney 
Opera House proved to be unbuildable. 
The geometry of Mr Utzon's shell roofs was 
non-uniform, and building them accu- 
rately would have been very difficult. Even- 
tually, Arup evolved the roof form which 
worked. The concept was Mr Utzon's, but 
the realisation was Arup's. 

The idea of entering the competition 
for the Pompidou Centre originated in the 
fertile mind of Happold, and he persuaded 
Arup to enter and then to ask Richard Rog- 
ers to join the creative team. Later on Renzo 
Piano joined too. The idea was to create a 
fun palace with moveable floors and vast 
billboards on the facade. It never turned 
out quite like that, and Happold eventually 
said that he thought the building was 
"structurally immoral", by which he meant 
that the forces were obliged to behave 
unnaturally. 

However, the Pompidou Centre re- 
mains popular, a unique if controversial 
success. But the part played by the engi- 
neers in the building has been shamefully 
underestimated. Povl Ahm, an engineer 
and former chairman of Arup, has com- 
plained that the architectural press “appar- 
ently cannot conceive that engineers can 
play any creative part in a project". That is a 
blunter remark than engineers usually al- 
low themselves in public. 

If Ove Arup stands at the top of the 
20th-century engineering tree, he is not en- 
tirely alone. Pier Luigi Nervi (1891-1979), Fe- 
lix Candela (1910-98) and Eduardo Torroja 
(1899-1961) stand beside him. These three 
were artists in the use of concrete, rein- 
forced and pre-stressed, and they created 
new forms (such as shells and folded plates) 
and new uses for old forms like the dome. 

Nervi, an Italian, brought engineering 
closest to art. Wary of complex mathemati- 
cal analysis—which, he believed, led inex- 
perienced engineers away from using their 
intuition—he produced some works of 
great beauty, as in the ribbed surfaces on 
the roofs of the concrete domes which he 
designed for two sports arenas in Rome. 

Torroja, a Spaniard, was a professor of 
engineering as well as a designer. He was 
influenced by Gaudi and sought to trans- 
late the Catalan architect's elaborate ma- 
sonry forms into concrete. Working in the 
1920s and 1930s, Torroja devised a system 
of building *double-curved" reinforced 
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concrete vaults, a notable example being 
the cantilevered grandstand roof at the Ma- 
drid race course. His other main work is the 
market hall at Algeciras, where his concrete 
dome rivals those of Nervi. 

The last of the trio was Candela, an un- 
usually talented man. Not only was he an 
architect before he became an engineer, he 
was also a champion skier and a noted 
rugby player. Since he fought on the Repub- 
lican side in the Spanish civil war, he was 
obliged to leave Spain soon after, eventu- 
ally finding himself in Mexico. There he 
finished his apprenticeship, working with 
an architect brother. 

It was then that he revived an earlier in- 
terest in the thin concrete shells which were 
to become his speciality. In 1955, he built 
the remarkable Church of Our Miraculous 
Lady at Narvarte, in Mexico, which intro- 
duced a completely new form of building 
in which parabolic shapes form the whole 
structure, walls and roof. Candela once 
said that the design “was made in an after- 
noon, drawn up in a week and calculated 
during construction”. 

Apart from bridges, heavy civil engi- 
neering projects and the concrete marvels 
of such as Nervi, the obvious engineering 
feats of this century are its skyscrapers. The 
leading exponent of these was Fazlur Khan 
(1929-82), an engineering partner in a top 
American firm of architects, Skidmore, 
Owings and Merrill. With Bruce Graham as 
architect, Khan designed the John Hancock 
Centre and the Sears Tower, both in Chi- 
cago. At 110 storeys, the Sears Tower was 
then the world’s tallest building, though it 
has since been overtaken. 

Both of these buildings were structur- 
ally innovative and were essentially engi- 
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neering, not architectural structures. And 
both reflected Khan's loyalty to a concept 
that has lately fallen from grace—namely, 
that tall buildings release areas at ground 
level for plazas, fountains, arcades and 
other recreational purposes. 


Living heroes? 

So far, all the engineers referred to are dead, 
though some of them only recently. Are 
there no stars still alive? Well, there may be, 
but most of them have still to make an in- 
delible mark. One who must be nearly 
there is Santiago Calatrava, another Span- 
iard influenced by Gaudi. 

Mr Calatrava started out as an architect 
before studying engineering in Zurich in 
the 1970s. “I was not excessively brilliant at 
the analysis of structures," he says, "but I 
was the most skilful at visualising them." 
These characteristics he shares with his fel- 
low Spaniards, Torroja and Candela, as 
well as with Maillart. 

Mr Calatrava seems obsessed with the 
skeleton of the dog which he keeps in his 
office and which appears to have added a 
new dimension to his work—in which it is 
always difficult to read the flow of forces. 
Sometimes, as in the TGV railway station 
next to Lyons airport, the loads never seem 
to reach the ground at all. This is obviously 
untrue, but the tortured route that they take 
is irrational. Nonetheless the building, 
with its winged steel and glass roof, is a re- 
markable one. Mr Calatrava, who believes 
that "concrete is probably the most noble 
construction material there is", is the most 
sought-after engineer of the day, even if his 
devotion to Gaudi means that horizontals 
and verticals are hard to find in his work, 
and curves are not. 

If engineers feel unnoticed 
and unloved, is there any- 
thing they can do about it? For 
a start, they can shout louder 
than they do and try to emu- 
late architects in that respect. 
And in Britain, at least, there is 
an even better way. The 1988 
Copyright Act includes a mea- 
sure called the moral right. 
This gives the "author" of a 
building or structure, whether 
he is an architect or an engi- 
neer, the right to assert that he 
is that "author" and to be rec- 
ognised as such whenever the 
building or structure is 
publicised. All he has to do is 
make the assertion and keep 
his eyes open to make sure 
that the proper attribution is 
made. If engineers were more 
diligent in this, they might 
find the place in public recog- 
nition which they have lost 
and yet still yearn for. 
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| Connolly recalled. Queen Mary 


America alone on clothes and 








OBITUARY 


Sybil Connolly 


N EARLY memory of Sybil 
Connolly's was of visits to 
Buckingham Palace. The dowa- 
ger Queen Mary, grandmother 
of the present queen, was having 
a fitting for a dress. “I was al- 
lowed to hold the pins,” Miss 


was then 71 (and was to live for 
another 15 years). She was ro- 
bust, and elegant in a Victorian 
sort of way. Yet 71 is 71, and, as 
she handed out the pins, Miss 
Connolly was impressed by the 
care that was being taken in the 
design of the dress to soften the 
appearance of age. Softness was 
a feature of Sybil Connolly’s de- 
signs when she became boss of 
her own business. “I must see 
movement in a dress,” she said. 
“A woman’s body is inside. It 
breathes. It moves.” 

That may sound obvious, 
but it is anything but, at least in 
an industry competing for a 
share of the $170 billion esti- 
mated to be spent each year in 


all the bits that go with them. Na- 
ked people, Mark Twain re- 
marked, have little influence on 
society. But how best to cover 
their nakedness, to mask the de- 
fects that appear once youth is 
over? In Mark Twain's time de- 
signers took the view that a 
woman’s body was best forced 
into acceptable shape by the use 
of steel and bone, a practice that persisted into the 1950s. Chris- 
tian Diors “new look” was elegant but agony to wear. 

Miss Connolly was a disciple of another Paris designer, Hub- 
ert de Givenchy, who provided his clients with comfort as well as 
elegance. And she shared his view of the present designs from 
the house of Givenchy (which he sold in 1988). “A total disaster,” 
he told a reporter. Miss Connolly said she simply could not un- 
derstand “why young people today set out so deliberately to 
make themselves look so awful”. Such is the bitter controversy in 
an industry dedicated to beauty. 


. Anational treasure 


It isan industry of jealousies. Paris still considers itself the centre. 
Britain has created a market for kooky clothes. Sybil Connolly 
gave Ireland a place in the world fashion industry. “A national 
treasure” she was called by Jack Lynch, a former prime minister 
of Ireland. She turned the fabrics and colours of rural Ireland 
into clothes for the rich, especially rich Americans. This was the 
Ireland they could warm to, of linen, tweeds and lace that hinted 
of white-washed cottages. The black shawls, the hooded cloaks 
and the nuns’ cowls of old Donegal were reconstructed for the 
limousines of New England and Hollywood. “Stage Irish,” 
sniffed some critics. But it was a better advertisement for the 
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Sybil Veronica Connolly, who gave style to 
Ireland, died on May 6th, aged 77 


country than the IRA. 

Perhaps the most famous 
garments made by Miss Con- 
nolly were a linen skirt and cot- 
ton blouse worn by Jacqueline 
Kennedy when she and her chil- 
dren were painted for the White 
House drawing room. Linen is 
the most Irish of fabrics. The 
kings and queens of Europe, it 
was said, blew their noses only 
on handkerchiefs of the finest 


linen is that it creases easily. 
Miss Connolly invented a 
pleated linen that did not 
crease, turning it into clothes 
much appreciated by her clients 
jetting around from one home 
to another. 

Miss Connolly was born in 
Wales to a Welsh mother and an 
Irish father, an insurance sales- 
man. She liked to talk about her 
maternal grandfather who, she 
said, taught her classical philos- 
ophy. Along with a couple of 
years at a convent school, that 
seems to have been her educa- 
tion. She was apprenticed to a 
London dressmaker, which was 
how she came to Buckingham 
Palace, and later got a job in a 
Dublin dress shop. The story 
goes that a titled woman called 
at the shop looking for a black 
dress. There was none to fit her, 
so Miss Connolly made her one. 








Irish linen. The drawback of | 


A show at the lady’s castle fol- | 


lowed. American buyers were in the audience, and one thing led 
to another. The American fashion magazines took her up and 
the great stores of New York started to place orders. Australia was 
another appreciative market. Nearly all her clothes were sold 
abroad. Few Irish could afford them. 

Connolly clothes were not the sort you bought off the peg, 
but like much haute couture they had an influence on the 
broader market. She did not see herself as a modernist. She said 
women should wear trousers only when they were on horseback. 
All the same, part of her success came from designing clothes 
that suggested freedom as well as glamour. 

Sybil Connolly not only designed and sold clothes; she sold 
a style of living. Selected visitors to her business in an 18th-cen- 
tury house in Dublin would be received in her drawing room 





with its yellow silk wall-coverings and its framed photographs of 


famous people. There they would be offered jasmine tea, served 
by a butler called James, in a Tiffany cup (designed by Miss 


Connolly, one of her numerous sidelines). There was a touch of | 


hauteur about her. She was herself on an American list of the 
world's best-dressed women. Miss Connolly's usually awed cli- 
ent would be offered her philosophy; like the ancient Greeks, she 
aimed to create things of beauty. “Not the merely fashionable,” 
said the woman who put Irish fashion on the map. 
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= & V^| The Oxford 
EE l Advi 
Nt AA 
> / Management 
Pro gramme 


Presents a global overview of the business enterprise and its strategic challenges, Oxford’ s 
four-week AMP provides a unique opportunity to stand back and pursue your own learning 
agenda, assisted by a top class team of individual tutors and in the company of some of the 
most international and high calibre senior executives. 


BUSINESS AT OXFORD 


21 June - 19 July; 27 September - 25 October 1998 


Return to Maureen Campbell, Templeton College, Oxford, OX1 5NY, UK 
Please send details of: 

The Oxford Advanced Management Programme 

The Oxford MBA 


Name: -— | — — Address: 
Templeton SAID 
College BUSINESS 
-- INST. S. _ Fax: y!»  * "Was | | x 
Oxford SCHOOL 


Tel: +44 (0)1865 422771; Fax: +44 (0)1865 422501 
Email: amp templeton.oxford.ac.uk; Internet: http://www.templeton.ox.ac.uk 




















THE ECONOMIST MAY 16TH 1998 103 


COURSES 


THE BRADFORD MBA 


Today's managers are pulled in such diverse directions, a flexible mode of 


study is essential. That's why, at Bradford, we'll produce a programme 


that's tailored to your needs. Full-time, evening and open learning options 


give you the freedom to learn at your pace, not ours, with course lengths 


of 1 to 6 years. And in addition to studying the integrative core, you will 


choose the 6 most relevant electives from a range of over 30, to ensure 


your MBA complements your chosen career path. So, for a more flexible 
MBA, talk to Bradford. After all, why study an MBA that hasn't studied you? 
For further information call +44 (0)1274 234372 (open learning), 
+44 (0)1274 234373 (full-time) or +44 (0)1274 234374 (evening). 


"nz 
mia 


THE BRADFORD MBA 


IT’S FLEXIBLE, 
SO YOU DON’T HAVE TO BE. 


“tn 
© 
I 


The University of Bradford Management Centre, Emm Lane, Bradford BD9 4JL, West Yorkshire, UK. 
Fax: +44 (0)1274 232311. httpy/www brad_ac.uk/acad/mancen/ email: G.H.Barbour(ibradford ac.uk 
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PBUSINESS] SCHOOL 


“Where will | find time for an MBA?" 


And how can you be sure of a quality 
MBA? And what if you move country or 
change job? 


We'll 
Information Evenings across Europe. You 


have some answers at our 


can meet experienced tutors and advisors 
of the Open University Business School, 
discusss your own needs and identify the 
most appropriate study options. 


You can also take a close look at our 
award-winning multimedia materials, 
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Information evening locations 


Amsterdam Hamburg Paris 
Antwerp Lisbon 
Athens Lucca 
Barcelona 


Brussels 


Rome 
Strasbourg 
Luxembourg The Hague 

Madrid 

Milan 

Munich 


© 


Toulouse 


Venice 


Dusseldorf 
Frankfurt 


Geneva 


Vienna 
Zurich 





which draw on the unrivalled expertise 
of the Open University, Britain's largest 


university. 


We look forward to meeting you at one 
of the locations shown. 


For details, please contact our European 
Co-ordination Centre quoting code 
BCWE8G. Tel 432 2 644 33 72. 
Fax: 432 2 644 33 68. 
c.beasley@open.ac.uk Or visit our 


E-mail: 


website at http://oubs.open.ac.uk 
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-NOT ONLY 
ARE THE JAPANESE 


TOUGH BUSINESS PEOPLE, 
BUTTHEY — 
ALSO SPEAK JAPANESE, 


- 


The Japanese market may or may soon be a top priority for your business. Yet many Europeans 
bemoan the fact that they are unable to tap this market. Is it because the Japanese economic 
world is hostile to them? Or is it simply that these Europeans are not cutting-the right keys to 
gain easy entry to it? 





The Executive Training Programme (E.T.P.) is à unique and original initiative devised and financed ` 


by the European Union to offer members the key to Japan. Since 1979 the programme has proved 


y to be effective for hundreds of European businesses. In 18 months, it will make you or an executi- — 


ve selected by you from your team the most Japanese of Europeans. Capturing shares of the Japanese 
market is not only a question of commercial power or of quality of products and services, it's also a 


matter of technique, business strategy and the knowledge and understanding of a language, mind- -7 


set and culture. E.LP. involves an 18-month stay in Japan, comprising 12 months of intensive lan- 
guage lessons in Japanese, 6 months work experience in a company, training in selling methods and 
rules of negotiation "Japanese style", seminars, conferences and factory tours, not to mention stays 
with a Japanese family. 


To conquer a difficult market and fly both your own and the European flag there, you are being 
given the opportunity to offer your business the most high-performance tool there is: the E.P. 
programme, it’s free of charge, so get in touch to find out more. 


"Japan is important to me and my business. 
I would like to find out more about E.T.P." 
Contact : SHL Belgium SPRL 
Phone : + 32 2 663 48 40.- Fax ; + 32 2 663 48 49 
E-mail address : etp.belgium@shlqroup.com 

or : SHL UK 
Phone : * 44 181 398 4170 - Fax : * 44 181 398 9544 
E-mail address : etp.uk@shigroup.tom 
Visit our Web Site : http:// www. etp.org 


- 
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MBA by Distance 


Learning 


Prestigious Chosen year after 
year for The Economist Intelli- 
gence Units Which MBA? A critical 
guide to the world’s best programmes. 


Performance-Based No GMAT 


or Bachelor's degree is required, 


International More than 8,000 


active students in 120 countries— 
over 3,000 in North America. 


Non-Residential Exams are held 


twice each year in locations across 


the US, Canada, and worldwide. 


Call or write today for information: 


US/Canada phone 800-406-7096 
ax 


Heriot-Watt University 
MBA by Distance Learning 
North American Distributor 
6921 Stockton Ave., Suite 10 
El Cerrito, CA 94530 USA 


Phone 
E-mail 


If you are a busy professional, the 
flexibility of the MBA program 
you choose can be as important as 
its quality. Fortunately, you don't 
need to compromise. Heriot- Watt 
University offers a uniquely flex- 
ible international MBA: earn your 
degree entirely by distance learn- 
ing in one to seven years. Study 
wherever you live, at a pace that 
suits your needs. On-campus study 
in Edinburgh, combined with 


distance learning, is also available. 


510-528-3555 
510-528-3777 


HW@degree.net 


Visit www.degree.net/mba 


REAL WORLD 


ACULTY 


REAL WORLD 


EXPERIENCI 


REAL WORLD 


SOLUTIONS 


Toll-free within U.S 


3g ` j] 
ININJ) st i-fy4aha 


Annual Forum on Technology, Society and 
Alternative Futures 7-9 October 1998 


Every year the Futures Forum examines global technological 
advances, societal change and how companies, regions and 
countries are adapting and preparing for the future. 


This year we shall discuss: 

European Monetary Union and the "Asian Crisis"; Globalization 
and non-western countries; Country and regional competition for 
new technologies; Global demographic and societal trends; 
Preview of the PW annual Technology Forecast report; Future of 
telecommunications; Commercial development of space. 


Among the speakers: 

Sir Geoffrey Allen, Executive Advisor Kobe Steel 

Jim Benson, Chairman and CEO, SpaceDev Inc. 

Hariolf Grupp, Deputy Director, Fraunhofer Institute for Systems 
and Innovations Research 

Michael Katz, Managing Editor, PW Technology Forecast annual 
Yutaka Kuwahara, General Manager, R&D Center Hitachi Europe 
Steve McClelland, Managing Editor, Telecommunications International 
William Pfaff, International Herald Tribune 

Herbert Ungerer, Unit Head/Competition Policy, European Commission 
Andrew Viterbi, Vice Chairman QUALCOMM - Member US Presidential 
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Advisory Committee on High Performance Computing and Infor- 
mation Technologies 
Lutz Wagner, Director Sales & Marketing Asia Pacific, Volkswagen. 


THESEUS, an International Management Institute and Research 
Center, is located in Sophia Antipolis, Europe's largest research 
and development park which houses over 1000 companies, with 
easy access to Nice International Airport. 


For more information, please contact: 
Dr. Yury Boshyk, Program Director or 
Judith Lorick, Program Manager at 

Tel.: +33 4 92 94 51 62 

Fax: +33 4 92 94 51 44 
lorick@theseus. fr 


Visit us on our website: http://www.theseus. fr 


TH=SEUS 


INTERNATIONAL MANAGEMENT INSTITUTE 
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Full time, Modular and 
Distance Learning 


Enrol as a manager, 
emerge as a leader 


A Henley MBA is in a class of its own. 
All the studv Is designed to be relevant and 


in most cases immediately applicable. 


FOUR WEEKS TO HELP YOU MAKE 
THE TRANSITION TO GENERAL MANAGEMENT 


9 D 
If you’re launching | " | | 
You are ambitious. That is why you are already a highly 
into an M BA successful manager in your field. And now you are ready to 
, move on to general management. 
Wwe make su re of Our Accelerated Development Programme will set you 


on the path to senior management, giving you a very 
real advantage. It will enable you to develop the skills, 


kad 
one th | ng. knowledge and perspectives of successful general managers. 


The programme is designed to accelerate your development 
Where possible we use live case studies, we in three key areas by enhancing your technical, people and 
a strategic skills. 
won't just swamp you with theory. 
So when you return to work you will be Firstly, you will broaden your technical skills including finance 
3 S & accounting, marketing and operations management. You 
will also reinforce your personal and interpersonal abilities 


gained to immediate use. and strengthen your capacity to manage and lead. 


able to put the experience and knowledge 


means that a Henley MBA is recognised are able to provide your team with a clear vision. 


and respected throughout the world. ; 

P & The Accelerated Development Programme is an enormous 
challenge. With world-class faculty and an international 
peer group, you will tackle the complex problems of 


You hit the ground general management. At the end of the four weeks 


you will be rewarded with greater insight and the skills and 


ru n n i ng confidence to take a big step forward in your career. 
. 


For full details including programme dates, return the coupon or contact 
Karen Nisbett, Executive Education, London Business School, Sussex Place, - 
If you want to study for a first class MBA Regent's Park, London NW1 4SA, UK. Telephone: +44 (0)171 706 6835 
l 2 a Fax: +44 (0)171 724 6051. e-mail: execinfo@ibs.ac.uk 
and hit the ground running, don't take off 
1 7 Mr/Ms . . First name 


Family name 
Job title 





for anvwhere else. 














CONDON MN ROT n 
Address 














Country 














t 





4, HENLEY , 


42 
gement © 
Please tick this box if you would like further 
z , information about our Executive Education 
Tel: +44 (0) 1491 418803 Programme Portfolio. p- ] 


Email: mba(@henlevmc.ac.uk L 
Internet: WWW. henlevmc.ac. uk London Business School exists to advance learning and research in business and management. 
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à rs as (CENTRE POR THE ENEL RC 
" a & ECONOMIE: 
qu E STUDY o & SOCIAJ 
LA E ) AD 
= X GLOBALISATION ano RESEARCH 


WARWICK REGIONALISATION MES 
GATT/WTO 50TH ANNIVERSARY 
CONFERENCE 


UNIVERSITY OF WARWICK 17-18TH JULY 1998 


‘een 


Globalisation and Regionalisation will host a Conference in 

honour of the 50th Anniversary of the signing of the GATT in 
1946. The conference will gather major contributors to research and 
scholarship on the GATT for two days of forward-looking prospective 
discussion as to where the Trading System might be headed. 


Je University of Warwick's ESRC Centre for the Study of 


—PAPER GIVERS INCLUDE: 

Jagdish Bhagwati (Columbia University), David Greenaway 
(University of Nottingham), Patrick Low (Director of Research, WTO) 
Arvind Panagariya (University of Maryland), Andre Sapir 
(Free University of Brussels), Bob Staiger (University of Wisconsin), 
Stefan Tangermann (University of Goettingen), Diana Tussie (FLACSO), 
Dean Spinanger (Keil Institute of World Economics), John Whalley 
(University of Warwick), Yang Yongzheng (Australian National University) 


Registration forms and further information can be obtained from the 
Conference Administrator: 
E-mail address: csgr@warwick.ac.uk 
Telephone number: +44 (0)1 203 572532 
Fax number: +44 (0)1203 572548 
Web address: http://www.warwick.ac.uk/fac/soc/CSGR/ 


The University of Warwick is an exempt charity dedicated to excellence in leaching and research 





| WARWICK. 


BUSINESS SCHOOLI 


It can seem a little daunting at first. But, as any past 
student of ours will tell you, a year on the Full-time 
MBA programme at Warwick is well worth it. 


“Yes, I think it’s great to 
have a Warwick MBA. 
More importantly, so does 
everyone else." 


As one of Europe's truly great Business Schools, 
Warwick attracts high calibre students from around 
the world. Offering as it does, an international, highly 
innovative one year programme, plus Warwick's 
excellence in teaching as well as research. 

Would you like to hear more about the Full-time 


MBA programme? Then call the number below, quoting 
reference EC238. 


Tel. +44 (0)1203 523922. Fax. +44 (0)1203 524643 
E-mail: fmbain@wbs.warwick.ac.uk 
hetp://www.wbs.warwick.ac.uk/mba 


Warwick Business School, University of Warwick, 
Coventry, CV4 7AL, England. 
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INSTITUT D'ETUDES 
POLITIQUES DE PARIS 





Extend your global reach 


MBA 


ABEST EU 


P O 





€ AMBA Accredited Degree. 
€ An intensive nine month bilingual program (French/English). 


® The leading school in Political Science and Economics, 
founded in 1871. 


€ A distinguished international faculty. 
€ An urban campus in the heart of Paris. 
€ informations Sessions : Thursday 30" April 1998 at 6.30 p.m. 
and Thursday 14" May 1998 at 6.30 p.m. in our premises in Paris. 


174, Bd Saint-Germain 75006 PARIS - FRANCE - Tél. : + 33 1 45 44 87 43 - Fax : + 33 1 45 44 88 92 
Website : http 
E-Mail : mba@sciences-po.tr 


! www.sciences-po.fr 


Earn a truly 
International MBA at 


The American College 
in London 


with campuses in Atlanta, Los Angeles, and Dubai. 


* Earn your MBA in four terms 
* Day, evening, or weekend classes 
e Study on a campus representing 110 countries 
* Complete your degree in London, Atlanta, 
Los Angeles or Dubai 
* U.S. accreditation 


The American College's culturally diverse 
campus is the perfect place to focus on 
international business, one of the fastest growing 
business segments. Bachelor of Business 
Administration degree also available. 


110 Marylebone High Street, London W1M 3DB 
Tel. (444 171) 486-1772 (Outside the UK) 
(0800) 100-777 (in the UK) 


Day 
Night 
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c Amsterdam | J A \CEIBS 


Institute of Finance | 


i EXECUTIVE EDUCATION 


CHINA FROM THE INSIDE 
October 18 - 24, 1998 
Beijing - Shanghai - Suzhou 









offers in cooperation with the faculty of 
INSEAD 
Upcoming Courses 1998 
















This programme is being offered for the third time. 
Prominent representatives from business and from 





Banking and Risk Management 




















| in Emerging Markets (June 2-5) central and regional governments, together with our 

Advanced Valuation Topics internationally renowned faculty members, will eluci- 

- Valuing Commercial Banks (June 10-11) date their views on China and its future prospects. 

- Real Options (June 12-13) 

ARA The following specific topics will be covered 
Asset Securitisation (June 22 - 24) during these 7 days: 
Measuring and Implementing o : 
Economic Value Added (Aug. 31 -Sept.2) entry sepes 
human resource challenges 

Foundations of Finance (Sept. 4-25) 





Advanced Corporate Finance 

- Mergers and Acquisitions (Sept. 28- Oct. 2) reform of financial system in China 
transferring technology to China 
negotiation in China 
visits to companies and introductions to gov- 
ernment officials in Beijing, Shanghai and 


Suzhou 


New Course: 


Ethics and Shareholder Value 
in Banking and Finance (Nov. 12-13) 












For further information and our detailed brochure, please contact 
Ms. Katelijn Arnold, Course Manager. 









Programme Director 
AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands $ 


telephone: *31-20-5208555 - fax: *31-20-5208506 Professor Pedro Nueno holds a Doctor of Business 

e-mail: info@aif.ni - internet: www.aif.nl Administration from Harvard University and is 
an industrial engineer by training. At IESE, he is 
involved in the management of technology, indus- 


Strathclyde Graduate Business School trial policy, innovation and new business creation, all fields 


in which he has published extensively. He has been a R 
ltant to a select f international ations 
Study for the Strathclyde consultant to a select group of international corpor F 
MBA or MBM at a 


and institutions and is currently a member of the board of 
leading UK 


two of them. One of his most recent books, Corporate 
- Business School 


marketing in China 
impact of Asian Crisis on China 


Turnaround has been translated into a number of languages. 
He is Chairman of the CEIBS Academic Council. 


CEIBS, the leading Business School in China, was established as a partnership 
between Shanghai Jiaotong University and efmd with the support of the Shanghai 
Government and the EU. CEIBS has been successfully running management 
courses and research programmes in China since 1984. 






Ce 





"If vou are involved in global business, you should not ask yourself, "Should we 
enter China?” You should investigate: “Can we afford to stay out of China, if we 
want to be a market leader? " CEIBS with its course, “China from the inside”, 
helps via presentations by experienced Chinese and expatriate managers and 
through foreign joint venture plant visits to identify some of the possible pitfalls 
of doing business in China and indicates ways to avoid them. An efficient way to 
get acquainted with the oh so different business life of China!” 


The Strathclyde MBA 
Full-time, Part-time, Open Learning, Mixed Mode 


The Strathclyde MBM 


Full-time 







Erik Gerretsen, Project Director, Akzo Nobel, China from the Inside participant 









CEIBS’ clients include: ABB, AIRBUS, ASIAN SOURCES MEDIA GROUP, AT&T, 
BANQUE INDOSUEZ, BASF, BAT, BAYER, CIBA SPECIALTY, COURTAULDS, ELF 
ATOCHEM, FFSA, FRAMATOME, GE, GM, HENKEL, HP, IBM, ICL ING, J&j, 
KODAK, LUFTHANSA, LVMH, MAERSK, McKINSEY, NESTLE, NOKIA, PHILIPS, 
POLAROID, RABOBANK, REDLAND, RHONE-POULENC, ROCHE, ROTHMANS, 
SCHERING, SCHINDLER, SHELL, SIEMENS, UNILEVER, UNITED DISTILLERS, 
VOLKSW AGEN, WINTERTHUR, ZENECA and others. 


In addition to these courses we also offer 
MSc in Procurement Management 
MSc in Facilities Management 
Executive Development Programmes 











lf you would like further information and an application 
pack for any of these courses please contact the 
Graduate Admissions Office: 






————— Website: http//www.ceibs.edu-— — = =-= = = = = — = — — — — — — 
Readers of ‘The Economist’, reply now and receive a COMPLIMENTARY BROCHURE. 
Contact Alison Drescher, Customer Services Officer, Executive Education Programmes, CEIBS, 
800 Dongchuan Road, Minhang 200240, Shanghai PRC. Telephone: +86 (0)21 64630200 Ext. 
2025 Fax: +86 (0)21 64358928 E-mail: adrescher&mail.ceibs.edu.cn 






Tel: +44(0)141 553 6118/6119/6049 (3 lines) 
#\ Fax: +44(0)141 552 8851/2501 (2 lines) 


aiidz e eee S G B S 













Company: Name: Title: 
(UK only) Addrvss: City/Postcode: 
Country: Telephone: Fax: 





Internet: http://www.strath.ac.uk/Departments/SGBS 
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THE EXCLUSIVE 
SCHOOL FOR FRENCH 


M O-N- 4 OS me. Le Centre Bourguignon 


* Full immersion 
* lor company personnel 


éseau — * Tailored, one-to-one 
| phan * Private room, full board cane 
of ultures TEL +33 3 85 45 87 00 Fax «33 3 85 45 87 01 


INTERNET LanguesCultures! £t Compuserve.com 


UNIVERSITY DEGREE 


For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 
Match your utilizing your life and work experience. College equivalent credits are 
itl ith given for your: Job, military, company training, industrial 
position WIN 8. | courses, seminars and business experience. 
legal degree We accept college credits no matter when taken. 


and Our graduates are recognized for their achievements in business and 
transcripts industry. We will assist you in completing your degree requirements 
at your own pace through home study. 


"As you know Send/tax detailed resume for a NO COST evaluation. 
experience ir Pacific Western University 


still the best 








School of Law « Locke School of Management e Franklin 
School of Social Sciences e Churchill School of History & Government 
Dag Hammarskjold School of Diplomacy & International Relations 
Kennedy School of Criminal Justice e Tocqueville School of 
Educational Policy & Leadership e King's College & Seminary 


E 


Bachelors + Masters e Doctoral e Juris Doctor 
Prestigious Distance Learning Programs e Credentialization of Experiential 
Learning Achievements. Accredited and Approved. 
Monticello Education Foundation e (913) 661-9977 
(913) 661-9414 Fax «e emallc@msn.com e www.monticello.edu 


E x 

















Tbe Center for 
Environmental Researcb 
and Conservation is 
pleased to announce a 
nine-month, evening 

















1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 
a a teacher... But 1«(808) 597-1909 
ertificate degrees open CALL: (900) 425-3446 eet 131 UK: 0800:060-413 
doors. Fax: (310) 471-6456 E-Mail: admissions? pwu.com 










http:/Awww.pwu-hi.edu 





Program in 
Conservation 
Biology 


If you are a teacher seeking to Conservation Society, and 






Part time, Full time, 
Open Access, 
Distance learning 


LLM by research 








learn more about the environ- Wildlife Preservation Trust 

mental field, a professional International. MSe 

thinking about a career For a free brochure in following specialisms: 
change, or someone already ^ and application, call In Management, for recent graduates 
working in the field who 212-854-8186; write CERC In Human Resource Management 






would like to enhance their Morningside Institute, 1004 
skills and knowledge, this is Schermerhorn Extension, Mail 
the program for you. Code 5557, 1200 Amsterdam 
The Morningside Institute Ave., New York, NY 10027; or 
draws on the expertise and e-mail CERC@columbia.edu. 
resources of Columbia The application deadline is 
University, the American July 31. 
Museum of Natural History, 


Tha New York Botanical Co lum bia 
arden, the Wildlife U s s 
niversity 


In Financial Services 

In Marketing 

In Direct Marketing 

In Facilities Management 

In Operations & Logistics Management 
Sems, UNIVERSITY OF SURREY 
Guildford, Surrey GU2 5XH 


Tel: 01483 259347 
Fax: 01483 259511 


E-Mail: sems @ surrey.ac.uk 


www.sems.surrey.ac.uk 
SPANISH * 


DUTCH JAPANESE 





















ENGLISH 
in the USA 
in JAPAN, in BELGIUM 


GERMAN 


in BELGIUM 


FRENCH 


in FRANCE, in BELGIUM 





















in BELGIUM in JAPAN, in BELGIUM 


COURSES FOR 66 HOURS PER WEEK 
- "^ "YI, 
MOTIVATED PEOPLE IN THE TARGET LANGUAGE «UD CERAN LINGUA 



















Avenue du Cháteau, 280 
* ADULTS from 19 years 900 S ; 










































Stud B-4900 SPA (BELGIUM) 

: RETIRED PEOPLE OF 33 AND ABOVE up to 45 private and/or group lessons Tel. : + 32- 87-79 11 22 
E (Special conditions available) and pedagogical activities z Fax : + 32- 87-79 11 88 i 

. JUNIORS from l1 to is years & Since 1975 E-Mail : 

- FRENCH in BELGIUM Puttine i tice with io in USA: Languagency ceran@mail.interpac.be 
i - ENGLISH in ENGLAND. utting into practice with our teachers: || Tel - 1 (413) 584-0334 STRA i 
in BELGIUM at breaks, meals and evening socio-cultural activities Fax : 1 (413) 584-3046 hitp://www,ceran.com 
i A MAXIMUM OF PROGRESS IN A MINIMUM OF TIME 
me Ee EE eS Se X d — UN mm Ee o NN 
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COURSES 











Complete Your Degree Now! 
BS, MA, MBA, Ph.D. 


Send resume for no-cost evaluation or fax 





LE 


pda 


mm 115, 28009 Madrid (Spain) 
B 1176! Fax: «34 91 401 0673 
E-mail: aliseda 8 correo.com 












http www chester es/aliseda 





personalized effective. courses 


Earn an MBA Degree 
via the Internet 


YOUR FUTURE 


"CESAR RITZ" COLLEGES offer study 
and paid work experience on three 
tontinents in 2-year Hotel 


Management Diploma Programs 


INTERNATIONAL COLLEGE OF 
HOSPITALITY ADMINISTRATION, BRIG 


2-year Swiss Higher Diploma in Hotel 
Management foliowed by 


1-year accelerated Bachelor of Arts 
Degree Program in Hote! & Restaurant 


Administration (Washington State 
University at ICHA, Brig) 


1-year PGD + MBA (hospitality) Program 


* All coursework done "online" at your 
computer 

* Weekly assignments can largely be done 
on your time schedule 

* Ideal for people who have constrained 
schedules 

* Highly interactive; live conferences with 
students and professor 

* Video and audio on demand 

* Fully accredited program; courses utilize 
current, real-life cases 

* Team assignments with diverse members 
from around the world 

* Ten 3-unit courses, five 12-week sessions, 
degree completion in 15 months 


For further information, 
visit us on the World Wide Web at 
http.//som.csudh.edu/internet mba 


or send your request via email to 
internet. mba@soma.csudh.edu 
or call us at (310) 243-2714 


ma Stat 


b 


SWITZERLAND 


hureccONSULT SHCC COLLEGES 

A $ CH-1897 Le Bouveret - 5 

z Phone (441) 24 482 88 88 or 482 82 82 

Fax («41) 24 482 88 99 

Q; - E-mail: hoco.admissions@ritz.vsnet.ch 
http-//www.hotelconsult.com 


LASALLE 
occidi 


Distance Education Programs * No Residency Required 
Bachelors * Masters * Doctorate 


Arts & Sciences * Business * Education 
Engineering & Computer Science 


Credit for Work € Life erience 
1-504-626-8904 Fax 1-504-624-2962 
http://www.distance.edu 
620 Lotus Drive North * Dept. 136 * Mandeville, LA 70471 
LASALLE EDUCATION CORPORATION 


HÓTE CÓNSULT 
"COLLE 























Birkbeck College UNIVERSITY OF LONDON 


Postgraduate Degrees in 
Politics and Sociology 










(ESRC recognised) 


by part-time or full-time study. Teaching takes place at evening 
seminars 


MSc Politics and Sociology 
MSc Politics and Administration 


MSc Public Policy and Management faa ec 
MSc European Politics UNMEREITY OF LONDON 
PhD Degrees ^ 
Further information is available from: 


The Department of Politics and Sociology, Birkbeck 
College, Malet Street, London WC1E 7HX. 

Tel: 0171 631 6780. 

Email: t.mayer(pols.bbk.ac.uk. 
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BACHELORS-MasrEns-PH.D. 


Credit for work experience * No classroom 
attendance * Accelerated degree programs 
Send Resume for no cost evaluation. 


Washington Univers; ity 


PO. Box 1138 * Bryn Mawr, PA 19010 
Fax: 610-527-1006 + E-mail: washuniv@op.net 














HOTEL & TOURISM 
MANAGEMENT IN 
SWITZERLAND 


1 & 2 yr Diploma programmes 
Official IATA Tourism courses 
University Degree transfers 
Companies recruit on campus 


Ex 


HOSTA 


Hotel & Tourism 
School 


1854ec Leysin Switzerland 
tel 4124 493 1717 
fax: 41 24 493 1777 
email: hosta @ worlidcom.ch 


CONFERENCE 









DEGREES BY MAIL 


WITH 5 YEAR REFUND GUARANTEE 
A Dip. TEFL, MBA or PhD by distance leammg Me expenence/ 
honorary award from $400. Impossible? Learn about 1,600+ 
non-traditional universibes worldwide (including many widely 
advertised) At least one offers a 5 year unconditional refund 


guarantee f your status and career prospects do not improve! 
Save time & money. Before enrolling ANYWHERE, ge! this 
essential information +Free CV / Life Exp evaluation offer! 


Email bguide@kimba.net or Fax +662 634 7565 
Give your full street vp en and pg 
. 3 Rd (B " DKO 


5 Ag Switzerland 


- Swiss & US Diplomas 
Bachelor's Degree 
MBA, MS, MA 

+ Paid Swiss & US internships 
The Clibed Admaacns Ted: +412] 963 7404 
Hotel Institute Montreux — Fax +4121 9638016 


15 Avenue des Alpes Email himgphimch 
18200 Montreux Switzerland httpljwww him ch 





"INTECHMART CARIBE COLOMBIANO" 
7 - 9 of June 1998, Cartagena, Hilton Hotel 


The Caribbean Coast of Colombia. 


with its favourable resource endowment. 


ecosystems and great potential for economic development, is currently undergoing 
its industrial awakening. The Investment and Technology Promotion Forum will 
offer you a unique opportunity to participate in this initial step in the "Great 
Opening" of this process and to benefit from the region's promising advantages. 


Why should you do business with entrepreneurs from the Colombian Caribbean Coast? 


* Strategic location to target dynamic Latin American Markets * 
* Commercial Agreements (Andean Community, G3) * 
* Serious and professional local business sponsors * 
* Highly profitable investment opportunities * 
* Industrial Parks and Free Trade Zones * 
* Supportive macroeconomic climate * 
* Liberalized Foreign Trade * 


Over 60 investment project proposals pre-screened by UNIDO in the agro- 
industrial, mining, chemical and tourism sectors, are at your disposal. In addition, 
Seminars on Foreign Investment Incentives and relevant subsectors will be held. 


Meet your Colombian partners face to face to discuss your business partnerships 
and benefit from support services offered by national institutions specialised on 
business and investment matters! 


For more information about the meeting and business opportunities please contact: 


E UNIDO - United Nations Industrial Development Organization 
GR LAC-Unit, Investment and Technology Promotion Branch, 
NIDO B.P. 300, A-1400 Vienna, AUSTRIA, Tel: (++431) 21131-4813/3426; 
Fax: (+431) 21131-6808/6806; e-mail: cartagenaforum@unido.org 
Internet: //www/unido.org/investopps 


CRIIT - Regional Promotion Centre for Investment, Information and 


s) 


Technology of the Atlantic Coast Region 
Calle Santa Teresa con Calle de la Inquisición Esquina No. 3-04, 
Cartagena de Indias, Colombia; Tel: (4-575) 6643749 or 66021-85/86/87; 


Fax: (4-575) 6601810; e-mail: criit@axisgate.com 


OPADAC - Office of the Presidential Adviser for the Development of the 


Atlantic Coast Region 
' Calle de Baloco No. 2-69, Cartagena de Indias, Colombia. 
Tel: (47575) 660 0073 or 6600100; Fax: (47575) 6600115 











PRESTON 


UNIVERSITY 


Cheyenne, Wyoming, USA 









>. Æ 


eA 


BBA, MBA, MS, 
Distance Learning 


Business Administration * Computer Science * Education 

On campus programs available in Cheyenne, Wyoming and 
at 22 affiliated centers worldwide. 

Preston University, Dept. EC498 

1204 Airport Parkway * Cheyenne, WY 82001 * USA 

Tel: + 1 (307) 634 1440 * Fax: + 1 (307) 634 3091 

Email: preston@wyoming.com * www.wyoming.com/- Preston 








PhD 



















University of Salford 

MA in Intelligence and International Relations == ° 

| year full-time, 2 years part-time, also Diploma » Fe 
Enquiries and Applications to: TZ po* 

Modules offered include: Lancia ud Cota iio) 

Intelligence and International Relations University of Salford 


Counter-Insurgency, Middle Eastern Security Salford MS 4WT, England 


Russian and Sovict Intelligence 


Phone: 0161-295-5786, Fax: 0161-295-5077 
E-Mail: EJ.Smith@PCH Salford.ac.uk 



















FRENCH P)IAL@GUFR  SPAŅIŞH 
55, Fontaine du Tonnelet, Tel: 32-87/773976 http://www.sogid.be/dialogue 
B-4900 SPA (ARDENNES) Fax: 32-87/773592 E-mail: dialogue@arcadis.be 


TOTALLY PERSONALIZED TRAINING 


Iso courses for teenagers and young ad uring school vacations 
North American Inquiries: Elliot Essman/Autonomy Publishing Corp. 
Tel: (800) 474-7416 Fax (914) 834-8938 http://www.autonomy.com/dialogue.htm 











» ! 
T: 


WORLD\ 


WORLDWIDE 


3 POSITIONS FOR 


WA 
/ORLD-CLASS 


p PROFESSIONALS 











Never has the demand for experienced professionals by 
US companies doing business abroad been stronger. You 
can make a dynamic move into the exciting world of global 
business expansion if your negotiation, sales, or business 
communications skills match our clients’ needs. 


World-class organizations focused on major international 
markets, particularly the Pacific Rim, have entrusted us to 
find the qualified professionals they need to succeed. We 
are seeking individuals with diverse backgrounds ranging 
from business consulting, manufacturing, sales, and mar- 
keting to high-tech fields like computer science, aero- 
space, engineering, and telecommunications. 


What is most important are your interpersonal skills 
honed through successful client management, sales con- 
tract negotiation, new business development, and similar 
efforts involving strong personal contact. In addition, you 
4d must have the flexibility and stamina required to live and 
—. work in foreign countries. 



















US citizens and legal residents only. Previous overseas 








— residency or extensive foreign travel is a plus, as is 
fe! proficiency in one or more foreign languages. All of our 
= Clients are major organizations that offer highly competi- 






.— tive compensation and benefits. Send your full resume 
—— A and salary history for immediate consideration. Please be 
advised that due to the number of inquiries we receive, 
we are able to respond only to those that meet our 
clients’ immediate requirements. Principals only. No 
phone calls, please. EOE 


Cooper, Ramos & Lee Consultancies, ATTN: EC/516, 
PO Box 420159, San Francisco, CA 94142-0159; 


-" c. PER 
RAMOS & LEE 
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CHIEF 


MICROFINANCE AND MICROENTERPRISE PROGRAMME 










UNRWA, a United Nations organization providing education, 
health care, relief assistance and social services to 3.5 million 
registered Palestine refugees in Jordan, Lebanon, the Syrian 
Arab Republic, the West Bank and the Gaza Strip, is seeking a 
Chief, Microfinance and Microenterprise Programme. Based at 
the UNRWA Field Office in Gaza, he/she will be responsible 
for the Gaza and West Bank Development & Planning Offices 
and Income-Generation Programmes including the direction/ 
supervision of some one hundred staff. Duties include: to advise 
on local socio-economic, business and financial trends and to 
act as focal point on UNRWA income-generation activities to 
UN organizations, NGOs, etc.; to supervise and develop the 
Agency's small and micro-enterprise development programmes; 
to coordinate long-term planning/monitoring of income- 
generating activities; to supervise the development of financial 
reporting formats for planning of operational and financial 
sustainability of credit activities; to coordinate the work of 
technical experts and consultants. 


Requirements: Advanced university degree in development 
studies, economics or banking with special emphasis on 
microeconomics, microfinancial services and small/ 
microenterprise development in a developing world context. 
Also: At least 12 years' experience in microfinance and 
small/microenterprise development in the Near East or similar 
environment. Language: Excellent spoken/written English 
essential, working knowledge of Arabic desirable. 


Remuneration: Annual net (tax free) salary: starting from 
$92,700 (with dependents) and $83,500 (single) plus fringe 
benefits package (education grant, home leave, dependency 
allowance, pension fund, health plan). 


Initial contract: 1 year, renewable. 


Gaza is a non-family duty station. Spouses, but not children, 
may reside with the staff member in Gaza. An element of 
compensation is paid where staff members have to maintain a 
second household. 


Applications before 31 May 1998 to: Head, Recruitment 
Section (VN/3/98), UNRWA HQ Gaza, Fax No.( 4972-7 677 
7555) from where additional information can be obtained. Mail 
address: c/o UNRWA Vienna Office, P.O. Box 700, A-1400 
Vienna, Austria. 
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Recently, 
Change (IPCC), established by the United Nations En 
(WMO). IPCC periodically prepares scientific assessm 
Convention on Climate Change. At the Netherlands National 
the Netherlands, a Technical Support Unit is set up to suppo 
independent, government-supported research institute t 
environmental quality in the context of current and future, na 
needed in this unit is a temporary position for an 


Requirements: Qualified candidates s 
preferably a PhD in Economics or a c 
preferably in a research or governmenta 
organization is an advantage. The candidate shou 
He or she should be fluent in English. Working know 
work of multinational teams, the candidate should have good m 


International Save the Children Alliance 
CO-ORDINATORS (FOUR POSTS) 


£30,000 - £40,000 INCL. LWA 


This is an opportunity for highly motivated individuals to join 
a dynamic international organisation at the cutting edge of 
children's welfare. Save the Children works for children 
everywhere. With member organisations in 25 countries, 
programmes in over 100 and a budget of some £215m. Save 
the Children works for a world which respects and, values 
each child, which listens to children and learns, and where all 
children have hope and opportunity. 


Fundraising Co-ordinator 


Responsible for international fund raising. Initiates and 
organises the entry into new markets. Supports the Alliance 
members in developments of their fund raising policy and 
practice. Intensifies corporate fund-raising and product 
licencing at international level. 


Programme Co-ordinator 


Co-ordinates and develops the programme activities of the 
Alliance. Improves co-operation and communication on 
programme matters between the various actors/members. 
You will also actively support the Alliance members in 
developing their programme policies and practice. 


Membership Co-ordinator 


Elaborates the Alliance membership criteria and policy. Finds 
or establishes new members and facilitates their integration 
into the Alliance. Develops a system of best practice and 
good governance. Supports and guides Alliance members in 
the development of their administration, management and 
governance. 


Communications Co-ordinator 


Spokesperson for the Alliance. Co-ordinates and manages 
the development of the Alliance's internal and external 
communication. Gives technical support for the improvement 
of communications, including the development of the 
Alliance's Internet systems. 


Application will be by CV and a covering letter. For further 
information and a job description, contact Gary Rozier, 
Human Resources, International Save the Children Alliance, 
17 Grove Lane, London SE5 8RD. Tel 0171 716 2308 or fax 
0171 277 1730. 


Closing date for applications: 8th June 1998. Interviews to 
be held between 22nd - 26th June 1998. 


as 
V f Y y 
(II fn RUKSINSTITUUT VOOR VOLKSGEZONDHEID EN MILIEU 


research for 
man and environment 


NATIONAL INSTITUTE OF PUBLIC HEALTH AND THE ENVIRONMENT 


the Netherlands was elected to co-chair Working Group Ill on Mitigation of the Intergovernmental Panel on Climate 
vironment Programme (UNEP) and the World Meteorological Organization 
ent reports to support the negotiations for the United Nations Framework 
Institute of Public Health and Environment (RIVM) in Bilthoven in 
rt the development of IPCC's Third Assessment Report. RIVM is an 
hat has as its main task the monitoring and assessment of 
tional and international socio-economic developments. Urgently 


Economist 
global climate change 


hould be from a developing country. The candidate should have at least a masters degree, 
losely related subject area. In addition, 5-10 years professional experience are needed, 
| environment. Working experience in an industrialized country or multi-national 
Id have interest and experience in the economics of environmental problems. 
ledge of any other languages is an important advantage. Facilitating the 
anagerial and communicative skills. 


Condition: Initial contract will be for 2 years. Extension up to 4 years is possible. Salary depending on experience up to $ 45,000 
annually, subject to Dutch taxes. 


Information: can be obtained from the Head of the Technical Support Unit, dr. Rob Swart, phone + 31-30-2743026 or e-mail 
rob.swartGrivm.nl. 


Applications: in the form of a letter, enclosing a curriculum vitae, should be sent to the National Institute of Pubic Health and 
the Environment, Personnel Advisor Environmental Research Division, P.O.Box 1, 3720 BA Bilthoven, The Netherlands. 
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UNIVERSITY OF NEWCASTLE UPON TYNE 


DEPARTMENT OF AGRICULTURAL ECONOMICS 
AND FOOD MARKETING 


LECTURESHIPS 


(3 posts available from 1 September 1998 - 
one temporary post for three years) 


Grade A - £16,045 - £21,016 p.a. 
Grade B - £21,894 - £27,985 p.a. 


This Department is the largest of its kind in the UK and host to the Centre for 
Rural Economy, it offers undergraduate and postgraduate programmes and 
has a strong research culture (rated 5 in the 1996 RAE). You should have an 
established research record or clear research potential in any relevant area, 
however we especially welcome those with an interest in agri-business 
management, food marketing or rural development. 


For further information, including how to apply, please telephone (0191 222 
5429 (24 hours answerphone) quoting reference A6227 or write to: 


Personnel Section, University of Newcastle, 
1 Park Terrace, Newcastle upon Tyne, NET 7RU. 


Closing date for applications is 5 June 1998 


Informal enquiries can be made to Dr Lionel Hubbard (0191 222 6886 or 
lionel.hubbard@ncl.ac.uk). Further details about the Department are 
available on the world wide web at http:/www.ncl.ac.uk/-naefm/ 


Committed to equal opportunities 










_|]| | The Max Planck Institute for 
AAN Demographic Research 


Director: Prof. James W. Vaupel, Ph.D. 










Leader of Research Group on 
Contemporary Fertility, 
Family Demography, or Household Dynamics 








Applicants should have completed a Ph.D. degree in demography, 
sociology, or related subject within the past decade. They should have 
an outstanding record—or show exceptional promise—as a scholar of 
contemporary fertility, family demography, or household dynamics. 








The successful candidate is expected to establish and direct an 
independent research program. He or she will be guaranteed funding for 
operating expenses and for scientific, technical, and secretarial co- 
workers. Access to modem computing facilities, information services, 
databases, and other research infrastructure will be provided. The 
position is for 3 years and corresponds to the C2/C3 
(Assistant/Associate Professor) level of the Bundesbesoldungsgesetz. 
Candidates should be able to start work at the Max Planck Institute 
sometime in 1999. 










Each applicant should develop and describe, in 3 to 5 pages, a specific 
research topic and analytical strategy with a focus on fertility, family 
demography or some other aspect of household dynamics. Applications 
from women are particularly encouraged. 







For further information, please access www.demogr.mpg.de or write to 
the address below. Preference will be given to disabled persons, all else 
being equal. Inquiries and applications (incl. CV, selected publications, 
and research plan) should be sent by 15 Oct. 1998 to Prof. Vaupel at: 










Max Planck Institute for Demographic Research 
Doberaner Strasse 114 
18057 Rostock, Germany 
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The creme always rises to the top, 
so why shouldn't you? 


Looking for the way to achieve that higher level of income? If you're an 
international senior executive, over 40, and currently earning * 100K per 
year, we can assist you in attaining your goals. At Resume Broadcast 
International, our team will manage your career search with the expertise 
you have come to expect. Our commitment is not just 40 hours per week, 
but 24 hours a day, 365 days a year. Contact us at Tel: (909) 866-4213, 
Fax: (909) 866-4244 or E-mail; 102224.3306@compuserve.com today 
and watch the doors to opportunity open tomorrow. 


R ; PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Broadcast Tel: +1 (909) 866 4213, Fax: +1 (909) 866 4244 


Intennationgl Email: 102224 3306 @compuserve.com 


S THE UNIVERSITY 
of LIVERPOOL 


Department of Economics and Accounting 
Liverpool Institute of Public Administration and Management 
Initial salaries within the range £16,045 - £27,985 pa (under review) 
As part of a major initiative to expand and restructure the 
provision of business and management education, the University 


wishes to make four lectureship appointments from September 
1998 in the following areas. 


Lectureship in Economics 


Applications are invited in all areas of the discipline but those from 
candidates with interests in financial economics or applied 
economics would be particularly welcome. Applicants should have 
an established research record or clear research potential. 
Informal enquiries may be made to Professor Brian Hillier on 
0151 794 3033. Quote Ref: A/298/E 


Lectureship in Accounting 


Applications are invited for a lectureship in Accounting. The 
appointee will be expected to teach management accounting across 
a range of degree courses and to contribute towards the research 
profile in the accounting area. 

Informal enquiries may be made to Professor Richard Morris on 
0151 794 3029, Quote Ref: A/299/E 


Lectureships in Management Studies (2 Posts) 


Applications are invited for two lectureships in Management Studies, 
available for three years, with the possibility of extension. Applications 
are particularly welcome from candidates with an interest in financial 
management or marketing, although those with other specialist 
interests will also be considered. The successful applicants will be 
expected to teach on a range of degree courses, including MBA and 
MPA programmes, and to have an established research record or clear 
research potential. 

Informal enquiries may be made to Professor Morton R Davies on 
0151 794 2911 or Professor Helga Drummond on 0151 794 2913. 
Quote Ref: A/300/E 

Closing date for all the above posts: 5 June 1998 


Further particulars and details of the application procedure may be 
requested from the Director of Personnel, The University of 


Liverpool, Liverpool, L69 3BX on 0151 794 2210 (24 hr answerphone) 
or via email: jobs@liv.ac.uk Web site at: http:/ /www.liv.ac.uk 


COMMITTED TO EQUAL OPPORTUNITIES 





| 
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EXECUTIVES, JOB HUNTING IN ASIA? 
Contemplating a career search into, within or out of Asia? We can help 
you find a more rewarding position now! Take your first step towards a 


brand new future by contacting us for free info. 


Email: cpasia@bkk.loxinfo.co.th 
Path — 35/F Room A, 1249/212 Charoen Krung Rd., 
Asia Bangkok 10500 Thailand. 


The United Nations Office for Project Services is currently 
seeking a qualified individual for a 


Drug Demand Reduction Specialist 
position for UNDCP Afghanistan Programme located in 


Islamabad, Pakistan 
Ref: AFG/97/C29-Drug Demand Reduction Support 


Please visit our website: 
www.unops.org for more details. 





L The United Nations 


2 University 


World Institute for Development Economics Research 
(WIDER) 
Helsinki, Finland 


WIDER, a leading research centre of the United Nations University, 
conducts policy-oriented research on development and transition issues. 
Applications are invited from candidates from developing countries only for: 


1. Research Fellow/Senior Research Fellow 

The incumbent is expected to direct a project in the area of globalization of 
trade and finance and also assist with the management of the Institute's 
research programmes. In particular, the incumbent will undertake research 
on problems faced by low income countries in accessing world markets for 
export and finance and in managing their labour markets is this process. 


Candidates would be in their mid-careers and have a Ph.D in development 
economics or related field, with over 15 years experience in reputable 
research/academic positions. The post is based in Helsinki and carries a 
remuneration at the L-4/L-5 level of the UN salary scale with post 
adjustment and other allowances. The selected candidate will be recruited 
initially under a 2-year fixed-term contract with possibility of renewal for a 
total maximum period of 5 years. 


2. Research Fellow 

The incumbent will direct research on long-term achievements and 
development prospects in the CFA Franc Zone countries. Idea! 
candidates would be promising economists from above countries who have a 
Ph.D in development economics or related discipline and 8-10 years of 
proven research experience in relevant areas. Selected candidate will be 
contracted for a period of about two years (non-renewable) on a personnel 
service agreement offering a competitive, all inclusive remuneration. The 
incumbent is expected to spend about half of this time in Helsinki (in 2-3 
periods) and the rest at her/his home base. 


For both positions, candidates are expected to have an excellent and 
verifiable publications record and good drafting experience, to be fluent in 
English and to be familiar with common PC-based word processing, 
statistical analysis and database programmes. Those selected will be 
expected to start soon, preferably be early fall of 1998. Women candidates 
are encouraged to apply. Applications, with a curriculum vitae, names of 
referees and a publications list should be received by 26 June 1998 at the 
following address: 

The Director 

UNU/WIDER 

Katajanokanlaituri 6 B 

00160 Helsinki, Finland 

Fax: 358-9-615 99333 
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RESOURCE DEVELOPMENT 
CONSULTANTS 


Hunting Technical Services Limited is a leading resource and 
development consultancy. In order to meet the requirements of 
our expanding worldwide programme we are seeking staff for the 
following long term positions. All candidates must have at least 
five years relevant overseas experience; 


Social Development Adviser, West Africa: (Ref. SDA 98) 
Water Law Specialist, Caribbean: (Ref WLS 98) 
Taxation Policy Specialist, Caribbean: (Ref. TPS 98) 
Media Specialist, Caribbean: (Ref. MSC 98) 

Forest Management Specialists, Russia; (Ref FM 98) 
Expert in Agrarian Law, Nepal: (Ref. EAL 98) 


In addition, HTS will welcome enquiries for long and short term 
assignments from experienced professionals in resource 
development, institutional strengthening, economics and the 
environmental sciences. 


Applications, quoting the job reference should be sent in writing to: 
Staff Resources Administrator, 
Hunting Technical Services Limited, Boundary Way, 
Hemel Hempstead, Herts HP2 7SR 


Fax: +44 (0) 1442 219886; Email: hts@htsconsult.co.uk 


Details of the above positions will be found on our website, which is 
updated regularly: http//www.htsconsult.co.uk 


HLSP Ltd 


SHORT TERM CONSULTANTS & 
LONG TERM PROJECT MANAGERS 
ZA WANTED FOR OVERSEAS ASSIGNMENTS 


HLSP Ltd is an international health consulting company which has worked in 
over 50 countries in the sixteen years since it was founded. It specialises in 
providing an extensive range of experience and expertise in health sector 
development and reform. Clients include development banks and 
international agencies working within the health sector as well as individual 
country governments. 


In addition, HLSP provides technical support to the Institute for Health 
Sector Development (IHSD), the resource centre for health sector reform 
contracted to the UK Department for International Development, which was 
established in 1994. 


Due to the continued expansion of HLSP's work, we are currently looking to 
recruit experienced professionals with expertise in the health sector, who 
could work with us as short term consultants and/or longer term project 
managers for overseas assignments in any of the following areas: 


health economics, health financing 

health services management, hospital management 
human resources development 

institutional development 

management and organisational development 
public health, primary health care 

public sector management 

social development 


Interested candidates should register for these opportunities by 
sending a detailed CV together with a covering letter outlining key 
achievements to date, to: 


Marcia Marini, HLSP Ltd, 27 Old Street, London, EC1V 9HL, UK 
Fax: +44 (0) 171 251 4404 E-mail: mmarini_hisp@compuserve.com 
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United Nations Industrial 
UNIDO Development Organization 


t 


Economic reform advisers 


The Adam Smith Institute's International Division advises 
governments, international institutions and businesses world-wide on 
economic reforms and assists in their implementation. We are seeking 
consultants and specialists, both on a full-time and a project basis, in 


SOUTHERN AFRICA 





the following areas: 


private sector development 

privatization and enterprise restructuring 
voucher privatization and IT implementation in support 
utility sector reform and regulation 
public / private partnerships 

civil service reform 

the management of public finances 

tax policy and reform 

corporate governance 

capital markets 

pension reform 

legal framework modernisation 

foreign investment promotion 

project and programme evaluation 


If you have more than 10 years experience in one or more of these 


areas, please send cv, preferably on disk or by email to: 


Harry Chathli, Adam Smith International, 
22 Albert Embankment, London SE1 7TE. 
Email: mailbox@as-inter.demon.co.uk 


Loo me 


44-171-793-0090 








The University of the 
West Indies 


Mona, Jamaica 


Senior Lecturers 
Department of Management Studies 


Applications are invited from suitably qualified persons to be 
recruited for senior faculty positions within the Department of 
Management Studies. The open positions include: Seniit.Lectürer$ 
(Associate Professors) in: - Commercial/Business Lat. Tourism" | 
Management; Marketing Management; and Quantitative ' m 


Methods/Operations Management. Applicants for these positions will 


be expected to have an earned doctorate in their fields of 
specialisation or equivalent professional qualifications, a strong 
record of scholarly activity and output and teaching experience at the 
undergraduate and postgraduate levels. 

COMPETITIVE SALARY PACKAGE 


Detailed applications (two copies) giving full particulars of 
qualifications, experience, date of birth, nationality, marital status, 
and names and addresses of three referees should be sent to the 
Campus Registrar (Attention: Senior Assistant Registrar, 
Appointments), The University of the West Indies, Mona. Kingston 7, 
Jamaica (email: dmcmayo@uwimona.edu jm). Certified copies of 
Degree Certificates should accompany applications. Further 
particulars are available from the same source or from the Association 
of Commonwealth Universities (46630), 36 Gordon Square, London 
WCIH OPF (tel: 0171 387 8572 Ext. 206; fax: 0171 383 0368; email. 
appts@acu.ac.uk). In order to expedite the appointment procedure, 
applicants are advised to ask their referees to send confidential 
reports directly to the University without waiting to be contacted. 


The closing date for receipt of applications is: 15 June 1998. 


A member of the Association of Commonwealth Universities 
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REGIONAL INVESTORS' FORUM 


(Botswana, Lesotho, Mozambique, 
Swaziland and Zimbabwe) 


16-19 June 1998, Maputo - Mozambique 
Hotel Rovuma Carlton 


* supportive investment climates 
* gateway to SADC and COMESA markets 
* untapped natural resources 


A unique opportunity to discuss more than 80 business opportunities 
pre-screened by UNIDO in horticultural and agro-based industries, 
manufacturing, tourism and mining with local investors and to meet 
senior government officials responsible for investment promotion. 


For further information and list of opportunities please contact: 


UNIDO 
Regional Coordinator 
Investment & Technology Programme for Africa 
PO Box 300 
A-1400 Vienna, Austria 
Tel: 4431 211 31 3896 or 4866 
Fax: +431 211 31 6806 or 6808 
E-mail: africainvest@unido.org 


Internet: / /www.unido.org /investopps 





COURSES 





OR fits] 


Financial Markets in Chicago 


M.Sc. and Ph.D. Degrees 


London Hotel School 


Tomorrow s managers 
Start here 1 Bedford Avenue 


London WC1B 3DT 
Tel: 44 (0)171 665 0000 
Online: Londonhoteischool.com 
P — 








Learn how casy it is to become a Certified APPOINTMENTS 
——— —PráÁ à ——PóÓ(—— 


Professional Consultant (CPC) in your 
own field. Write for free catalogue. 


The Consultants Institute 


Dept EF , 30466 Prince William Street, Princess Anne. 
MD21853 USA Fax: (4109651 4885 









VAKAKIS 
INTERNATIONAL SA 
The leading Greek development consultants, 
involved in CEEC, NIS, Africa, Asia, 
Caribbean & Mediterranean basin, seek 
EXPERTS IN: 
Water supply & sewerage, wastewater reuse 
in agriculture, environmental economics, 
water resources, institutional strengthening- 
restructuring, natural resources protection, 
flood control drainage, river basin 
management, environmental impact 
assessment. Candidates should be EU 
Citizens, with higher university degree & 
experience in funded projects. Send CVs to: 
Mr. B. Emery, 9-11 Laodikias Str., 
GR-115 28 Athens, GREECE. 
Fax: (30.1) 7704370, 
e-mail: vakint@compulink.gr, quoting: ECO4 













Taking the GMAT 
or GRE? 


We CAN help! 


Details from GTAC Associates 
FREEPOST, London W5 4BR 
Tel: 0181-993 3983 
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j OFFSHORE 
TAX- FREE 


companies world-wide 


formation and administration 
of companies 
opening of bank accounts 

tel/fax/mail forwarding services 
LAY ECO LTD. 
1092 Budapest, Ráday u. 33/a, Hungary 
Tel.: (361) 217-96-81, 216-54-13 
Fax: (361) 217-44-14 
E-mail: laveco (à) mail.matav.hu 


Ask for our FREE information 
brochure! 


Languages spoken: English, 
French, Russian, Bulgarian 


SECOND 


PASSPORT 
FREE REPORT 


Reveals The Insider Secrets of 
Visa Free Travel 
Alternate Citizenship 
lax Free Living 
For your FREE 16 page Report contact: 
Scope International Ltd, Box No 6981 


Forestside House, Rowlands Castle, 
Hants, PO9 6EE, England, UK. 


Tel: +44 1705 631751 
Fax: +44 1705 631322 


E-Mail:scopemai mpuserve.com 
Internet: http://www.britnet.co.uk/scope/ 


LAW OFFICES OF COLIN R. SINGER, Attorney, 


Canadian Citizenship & Immigration 
510-4999 Ste-Catherine St. West 


Montreal, OC. Canada, H3Z 1TS 


lel.: (514) 487-2011 
Fax: (514) 487-2485 


Email: csinwes sinvger.ca 


"Canada's leading internet law firm" 


World Wide Web Site: h 


START YOUR OWN 
IMPORT/EXPORT AGENCY 
No capital or exp. req. No risk. Work 

from home. Part/Full time. Help Desk. 

l Established 1946. Clients in 120 countries 

' Free Booklet. 


WADE WORLD TRADE 
Dept 2c24 50 Burnhill Road 
Beckenham Kent BR3 3LA 

Tel, +44 (0) 181 650 0180 (24hrs) 
Fax: +44 (0) 181 663 3212 
http-//www.wadetrade.com 


BUSINESS 
OPPORTUNITIES 


WANT TO START 
YOUR OWN BUSINESS? 


HOME BASED, PROFITABLE 
PROVEN CONCEPT WITH 
ENORMOUS POTENTIAL. 

NOT MULTI-LEVEL MARKETING 
OR FRANCHISING 
CALL 24 HOURS 
0181 236 4558 (LONDON) 
AND LISTEN. 





PLASTIC PACKAGING UNIT IN INDIA - 


OFFER FOR ACQUISITION / 
EQUITY PARTICIPATION / 
FINANCIAL PARTICIPATION 


Recently commissioned and operational unit with 
imported plant, machinery and molds, for plastic 
packaging (pet bottles/containers). Located ncar New 
Delhi, India. Regular orders in hand. Listed limited 
company on Over The Counter Stock Exchange of 
India (OTCEI). Proposals between US$ 0.50 million 
and US$ 1.50 million are welcome. Please respond to 
Mr. Rajiv Malik, 87-5146, Vasant Kunj, New Delhi 
110071, India or e-mail ro eonpoly a:del2. vsnl.net.in 
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r.ca/ 


p:// www.sing 





IMMIGRATE TO CANADA 
“We Can Help” 


25 Years Experience in Immigration Matters 
The law firm of Somjen & Peterson 
httpi//www.somjen.com 
Email: somjenia somjen.com 
Suite 810, 1240 Bay Street, 
Toronto, Ontario, Canada, MSR 2A7 
Tel: (416)922 8083 Fax: (416)922 4234 
"We Can Help" 





U.S. IMMIGRATION 


We specialise in finding jobs, businesses or 
properties which allow you to qualify for a 
visa, and our associate attorneys handle the 
visa processing. Let us assess your options, 
for info., fax vour namc and address to 
001 305 981 9602 
Management Consulting USA Inc. 
11401 SW 40 St. Ste 337E. 
Miami, Florida. 


CUT TAXES 
WITH PRIVACY 


Use USA & Offshore 
Companies And Trusts 
For CONSULTATION 
and our Brochure contact: 


GL& BAL 


BUSINESS SOLUTIONS, INC. 
Phone.: USA+(619) 578.7541 
FAX: USA«(619) 578-0238 
E-mail: gbs@millennianet.com 










kallback 


Connectir 


temizi 6-Se io yr 
Offi 


oe Lit » 


ñd Billing * Ideal 
» Hote "e and Mobile 


* Agents Wanted Call 1-206-378-2816 * 


Tel: 1.206.599.1992 * 


Fax: 1.206.599.1982 


417 Second Avenue West * Seattle, WA 98119 USA 
www.kallback.com * Email: info@kallback.com 





PROFESSIONAL PROVIDERS OF 
OFF-SHORE COMPANIES AND TRUSTS 


Global Trust is a professional provi- 
der of Off-shore Companies and Trusts. 
Global Trust enables corporations and 
individuals to operate effectively in mul- 
tiple locations, throughout the world. 
With a qualified and experienced team 
of specialists, we are dedicated to offer 
high quality services, tailored to the 
needs of our customers. Including: 


* Incorporation and Management of 
companies. 

* Nominee Directors/Shareholders. 

* International Accounting and Admini- 
strative services. 

* Invoicing and Collection services. 

* Banking and Cash Management. 

* Tax consulting and Corporate Struc- 
turing. 

* Virtual office services: including 
messaging and other secretarial ser- 
vices. 


* Trade Support Services for export 4 
including logistics, 


into Europe: 


marketing and sales. 


Global Trust 


International NAnagermernt & Financial Services 


E 





tel +31 20 311 36 00, fax +31 20 311 36 09 
e-mail: info@globaltrust.ni 
website: www.globaltrust.ni 
Karspeidreef 2, 1101 CJ Amsterdam 
The Nethoriands. 


For companies and individuals that 
conduct internationa! business opera- 
tions, the benefits in the area of tax 
planning, legal structuring and asset 
protection can be significant. 


Globa! Trust, one of the world's lea- 
ding specialists in the formation and 
management of off-shore companies. 


«^ «X Ww 4 v4 Ww ^ wow 





ASK FOR FREE INFORMATION ABOUT OUR SERVICES. 


| Company name: 
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SERVICE 
A RV T K SNC, 
Oder, comfortable 


2nd PASSPORTS 


SS N 
Serviced Apartments hacen RBS hs 
Unbeatable location in South Kensington 


: person apartment from £70 per night 
person apartment from £115 per night 


Ec Dem 
Tourist Board Commended 


ASHBURN GARDEN APARTMENTS 
3 Ashburn Gardens, London SW7 4DG. U.K. 


G ae sea UTERIS $ 
&x 4 44 171 
A N 


OFFSHORE COMPANIES 


For confidential, professional service, 
contact: 






Maritime International Ltd. 
P.O. Box WC166, Bay View Place, 
Crosbies 
St. John's, Antigua, West Indies 
Tel *1 (268) 461-2024 
Fax *1 (268) 462-2718 
Email: maritime@candw.ag 












Save 30-70% on International Calls 
















^ EN 44 


Justice rated #1 in Callback service.” 


- — A > World Leg Rates: (US$) 
eiecommurnications Association 

Japan 27 

| * Business, residential, Korea 49 

and cellular savings. Taiwan 49 

~ * Earn Free air travel with Venezuela 43 

WorldMiles program. Brazil 59 

I Intra-European 
* Join the prestigious Leg Rates: 


Justice Agent program. 





It's just what you're looking for. 


Mention this ad for a sign-up bonus. Agent inquiries welcome UK 


SRRESERE SE 5S 


1-310-526-2200 1-310-526-2100 fax www.justicecorp.com 





Insiders” 


Walnut or black leather 
19 x 13 x 8", $795 
22 x 14 x 8", $1.050 
Ce] YOUR LAPTOP IS PROTECTED by our Flexible 
TM " - ETE 
Unwreckable frame. Mobile Foam™ dividers 


wall-off your laptop and supply extra pockets for your pens, 


tickets, and cell phone. 

YOU CAN ORGANIZE loose documents and letter- 
size or A4-size manila file-folders in a Glaser Folder- 

holder™ divider. You can virtually double the capacity of your 

bag by storing loose documents vertically, side-by-side in 


a Glaser Double Dayfile™ divider. 
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2ND PASSPORTS / Driver's Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards 
GMC, Fax: *3120-5241407; E-Mail 


100413.3245@compuserve.com; 
http://www.global-money.com 





NOBODY 


SAVES YOU MORE 


GOV'T FORECLOSED homes fron 
pennies on $1. Delinquent Tax 
Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext. H-4265 fo 
current listings. 














ON INTERNATIONAL CALLS! 





RATES TO THE US: 


UN OR A T 













Most new customers are 


France......25€ referred by satisfied 
Germany ....22€ NewWorld users 
SP ares. a. 

s nei . 25€ gprs 20% by 
Switzerland . . 26€ ga mend 
Brazil. ...... 63€ | Numerous Special Services Included 
Malaysia ....49c - No Extra Charge - 


Call: 201.287.8400 Fax: 201.287.8434 
In the U.K. Call: 44.171.360.5037 Fax: 44.171.360.5036 
economist? newworldtele.com http://www.newworldtele.com 


Business to Business agents welcome 


201-287-8400 


1402 TEANECK ROAD * SUITE 114 * 


TEANECK, NEW JERSEY - 


OUR WORLD 


07666 -+ USA 


dividers and your Glaser Litigation Bag. 


YOU CAN PACK your suit in a Glaser Suitfolder, 
and pack your Glaser suitfolder in our 22" 


Litigation Bag, and your suit will travel almost as wrinkle- 
free as it would in a Glaser garment bag. Pack laundry- 


folded shirts in a Glaser Pakasak™ divider and they ll 


travel well also. 


WE DESIGN AND MAKE Glaser Travel Goods in our San 
Francisco studio. We make Traveler's Briefcases in a 


variety of styles and sell direct to you. We also make 
the world's best luggage for frequent travelers, and 


design and make custom gifts for corporate clients. 


PLEASE CALL for a free catalog, or visit our San 


Francisco showroom. 





GLASER DESIGNS 


TRAVEL 


Goops MAKERS 


32 OTIS ST. SAN FRANCISCO CA 94103 
PHONE 415-552-3188 FAX 415-431-3999 


TOLL FREE 800-234-1075 ECON @GLASERDESIGNS.COM 
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NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED: 
Fiction, non fiction, Biography, Religious, 
Poetry, Childrens 
AUTHORS WORLD-WIDE INVITED 
WRITE OR SEND YOUR MANUSCRIPT TO:- 


MINERVA PRESS 
2 OLD BROMPTON RD. LONDON SW7 3DQ 


=)4 8745 
CITIZENSHIP & PASSPORT 


Confidential Service Direct From Belize 
FULLY LEGAL PROGRAMME 
Generous Visa Free Travel 


From US$45,000. inclusive 


Belize Passport Consultants Ltd. 
944 Orchid Garden, P.O. Box 165 
Belmopan, BELIZE 
Tel: + 501 8 22759 
Fax: + 501 8 23785 
Government License 981001 
http://www.visafree.com 


20.000 Hotels 


at best - buy rates! 


when you’re looking 


for hotels and super prices ! 


For companies: direct access 
to the worldwide hotel computer 


HOTEL RESERVATION SERVICE 
Fax ++ 49 - 221/2077 -666 
e-mail: office@hrs.de 


TMISWITZERLAND 
Lake Geneva & Alps 


Attractive properties, overlooking views, 1 to 
5 bedrooms, from SFr 250'000. Sale to Non- 
Swiss citizens authorized. Leading company 


established in 1975. Experience. Discretion. 
REVAC S.A. 

52, Montbrillant, CH-1211 GENEVA 2 

Tel. ++41 22/734 15 40 Fax 734 12 20 
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US TAXATION 


BY CPA IN LONDON 


US/UK tax return service and US/UK 
tax advice + full accounting services 
for US citizens and US 'green-card' 


holders living/working abroad 
Serving individuals and corporations 

Il. N. MOKHTAR FCA CPA 
Telephone (01273) 561195 


U.S. CORPORATIONS AND 
LIMITED LIABILITY COMPANIES, 
(LLCs) SET UP INSTANTLY IN 


DELAWARE, OR OTHER STATE, BY 


PHONE, FAX or INTERNET 


Your headquarters may be anywhere in the 
USA or other country. No minimum capital 
requirements. No lawyers necessary Most 
major corporations are incorporated in 
Delaware. FREE Delaware Incorporation 
Handbook (7th Edition). Registered agent, 
shelf corporations, legal office address in 
Delaware and mail forwarding. Independent 
olfshore agents wanted. VISA/MC/AMEX 
CALL ANYTIME Tel: 1.800.423.2993 
(toll free) or +302,996.5819 
Fax: 1.800,423.04523 (USA/Canada only) 
or Fax: «392.996.5818 
E-mail: inc info delbusinc.com 
Internet: http://www.delbusinc.com 
Delaware Business Incorporators,Inc 
3422 Old Capitol Trail, Dept. TE 
Wilmington, DE 19808-6192 


Offshore 
7 Companies 


Tax Planning 


We incorporate and provide management 
services in all leading jurisdictions 
Offshore structures can cut taxes and offer 
significant asset protection 
For further information, please contact 
INTERNATIONAL COMPANY 
SERVICES LIMITED 
ISLE OF MAN - DIANE DENTITH - FCIS 
TEL: + 44 1624 801801 
FAX: + 44 1624 801800 
E-Mail: iom(Dicsl.com 
GIBRALTAR - STEVE ROWLEY 
TEL: + 350 76173 
FAX: + 350 70158 
E-Mail: gib@icsl.com 
HONG KONG - SIMON HANLEY 
TEL: + 852 2542 1177 
FAX: + 852 2545 0550 
E-Mail: hk@icsl.com 
SOUTH AFRICA - ANIKA SAVONA 
TEL: + 27 21 418 4237 
FAX: + 27 21 418 2196 
E-Mail: icssa@iafrica.com 
UK - MS PEYMAN ZIA 
TEL: + 44 171 493 4244 
FAX: + 44 171 491 0605 
E-Mail: uk@icsl.com 
USA - JERRY BAKERJIAN - BBA 
TEL: + 1954 943 1498 
FAX: + 1 954 943 1499 
E-Mail: usa@ics!.com 


http: //www.ICSL.com 
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OFFSHORE 
COMPANIES 


BY LAWYERS 


SCF is one of the world's largest tax 
planning practices. Fully owned and 
operated by lawyers and accountants. 
All our consultants are professionally 
trained and will ensure your affairs will 
be dealt with in an atmosphere of 
utmost privacy and confidentiality. 


WORLDWIDE OFFICES CAN 
" PROVIDE: EJ 












vv vi 


WORLD WIDE 


No. 1 OFFSHORE 
COMPANY AND 
TAX PLANNING 
SPECIALISTS 


Since 1975 our worldwide staff of 
over 275 multi-disciplined 
professionals including lawyers, 
chartered accountants, chartered 
secretaries, and bankers nave 
provided confidential and cost 
effective company formation in all 
the major low tax areas 


Through our network of international 
offices we are able to provide 
© A choice of over 750 ready-made 






















































companies available € BANK INTRODUCTIONS 
6 Arrangements of Nominee Services @ FULL NOMINEE FACILITIES 
@ Management & Admin Services © FOUNDATION REGISTRATION 
@ Accountancy & Audit Services @ TAX PLANNING ADMCE FROM QUALIFED 
6 Bank Introductions LAWYERS & ACCOUNTANTS 





6 Offshore Trust Servi € COPYRIGHT & PATENT REGISTRATION 
ne @ ASSET PROTECTION TRUSTS 

€ BAHAMAS $500 @ VESSEL'YACHT REGISTRATION 

e BELIZE $500 @ FISCAL MIGRATION/2ND CITIZENSHIP 


@ BV ISLANDS $500 
e DELAWARE LLC $495 LOWEST LUN YEAR 
© GIBRALTAR £250 & ANNUAL FEES 


€ HONG KONG $450 


e HUNGARY $1995 a A 


@ IRELAND £225 
@ ISLE OF MAN £250 For confidential & friendly 


e JERSEY £495 

€ MADEIRA $2250 LONDON OFFICE 
€ MAURITIUS $500 CHELSEA LONDON 
© NEVIS $575 SW3 GN 

@ SEYCHELLES $350 SW3 6 

Other Jurisdictions & Offshore Banks TEL: + 171 e 2274 


Available on Request FAX: + 171-873 9688 
LUXEMBOURG - EVELINE KARLS E-mail: offshore@scfgroup.com 


FINLAND. “JENNY KOMPULAINEN FREEPHONE: 0800 262 856 
www.scfgroup.com 


DUBLIN OFFICE 
21-29 LWR PEMBROKE ST, DUBLIN 2 
TEL: + 353-1-662 1388 
FAX: + 353-1-662 1554 
E-mail: offshore@sctgroup .iol.ie 

































HUNGARY - Laszto KISS BSc (Econ) 
1 59 Fax: +36 1 351 9958 
CYPRUS CHRISTODOULOS VASSILIADES 
Attorney-at-Law 
Tel: «357 2 473211 FAX: 4357 2 463463 
SINGAPORE - DIANA BEAN 
Tel +65 535 3382 Fax: +85 535 399 


HONG KONG - RAYMOND CHO! 





























ee Other European Offices 
«852 252201 Fax: +852 25211190 ] 
| SHANGHAI - T ART DEKKER uM Athens, Budapest, Lisbon, Monaco, Moscow, 
al: «86 21 6248 4355 Fax: «86 21 6248 1421 Nicosia & Sofia 






USA WEST COAST. AICS Ltd 
KEVIN MIRECKI A A For a free colour brochure on 


Tel: +1 714 854 3944 Fax: «1 714 854 6967 how you can save taxes please 
For Immediate Service & our Free 110 complete this coupon below: 
Page Colour Brochure Contact: 


ISLE OF MAN - C W FORSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 
isle of Man, Great Britain, IM99 4EE 
E-mail: economist@world-mail.com 

TEL: +44 1624 815544 
FAX: +44 1624 817080 
egresado MONARD Con BSc 
^ i 1096 Far 444 ! ou 4 
"Hosts CIRTIMCATED 


Toll Free From USA: A-s A 
1 800 283 4444 


Freephone From UK: SC F L2 A GROUP 


0800 269900 


Offshore information on 
www.ocra.com 

















Name | 













Address — 































ECONOMIC INDICATORS 


OUTPUT, DEMAND AND JOBS America’s jobless rate fell to 4.3% in April, the lowest for 
28 years. New monthly figures also show lower unemployment in Germany (11.4% in April), 
Canada (8.4% in April) and Britain (6.4% in March). In March, German industrial output fell 
1%; Britain's rose 0.6%, after falling in the previous two months. 








Pe OE tangata The Economist poll Industrial Retail sales Unemployment 
GDP GDP forecasts production (volume) % rate 
3mths! 1year 1998 1999 3mths! 1 year 1 year latest year ago 
Australia +18 +3604 +30 + 32 +32 +27 Q4 +28 Q! 79 Apr 8.7 
Austria na «25 1997 +26 + 2.6 +183 + 67 Nov + 3.3 Dec 7.2 Apr 7.1 
-14 «2504 «27 +27 na + 5.5 Feb* + 29 Dec 12.2 Apr 12.9 
Britain +18 #42891 423 418 -10 + 1.0 Mar + 4.1 Mar 64 Maf 74 
Canada +30 «4204 432 +28 -03 + 34 Feb * 37 Nov B4 Apr 9.5 
Denmark +45 «4404 431 +28 +32 441 Feb + 20 Feb 7.0 Mar 8.2 
France +31 4300 «29 +27 +73 +75 Feb + 2.1 Feb 120 Mar 125 
Germany 11 «240 426 427 +72 + 35 Mar - 0.1 Feb 114 Ap 112 
Italy +07 «2804 +24 +29 +30 419 feb +04 feb 120 lan 121 
Japan -07 -02 @ -02 +12 -54 - 53 Mar - B9 Feb 39 Mar 3.3 
Netherlands +36 «38204 +35 «33 +30 + 12 Mar + 35 Od 48 Mah 58 
+37 3604 +36 436 +79 +11.8 Feb na 196 Qi* 213 
Sweden +92 3304 +28 +29 -21 + 68 Feb + 39 Feb 64 Mar 84 
Switzerland +19 «200 +19 +22 na + 8.7 Qa - 19 Mar 42 Aap 55 
United States + 42 +36% +30 +22 +09 +43 Mae +45 Mx 43 Aw 507 





PRICES AND WAGES In America earnings rose by 4.4% in the year to April, the highest rate | 


since November 1983; producer prices rose for the first time since October but were stil] 1.2% 
lower than a year earlier. Britons’ earnings rose by a surprisingly quick 4.9% in the year to 
February, up from 4.6% in January. Japan’s producer prices fell 2.7% in the year to April. 






































% change at annual rate The Economist poll 

Consumer prices* consumer prices forecast Producer prices* Wages/earnings 

3mths! 1 year 1998 1999 3 mths? 1 year 3mths! 1year 
Australia +10 -02 Q! +14 +23 -13 +09 Q! +12 300! 
Austria +16 + 1.0 Mar +15 +18 +13 404 Ap na na 
Belgium 4 E FAS he A O- 17 -49 +04 Feb +33 230! 
Britain +13 +35 Me $31 4 37 *& 13 + 1.0 Apr +7) +459 fb 
Canada + 3.0 +09 Mar +15 +19 -17 -06 Ma +93 + 08 Feb 
Denmark +08 +23 Mar +21 424 - 26 +10 Ma +31 + 3.9 No” 
France +13 4+ 10 A *11 16 - 01 + 09 jan +22 + 29 oa 
Germany +11 + 14 Ap +14 +139 - 05 nil Apr na + 12 feb 
Italy +21) + 18 Ax 419 +23 * 03 +09 Ma +26 427 Mar 
Japan -16 + 2.2 Mar +04 +02 -50 -27 Ax na - 01 Mar** 
Netherlands +43 +23 Mar #22 424 -20 +07 Ma «31 + 3.0 fe 
Spain +14 + 1.8 Mar +20 +25 -24 +03 Ma +32 429 04 
Sweden na + 0.8 Apr $10 417 +04 +09 Ma +70 + 3.3 Fer 
Switzerland +04 nil Apr +04 +11 -30 -07 Ma na +05 1997 
United States — « 05 *« l4Mw +18 +25 -28 -12ap +444 + 44 Ax 


*Not seasonally adjusted t Average of latest 3 months compared with average of previous 3 months, at annual rate. * *New senes 





M DEATH The World Health Organisa- 
tion celebrated its 50th anniversary this 
week with some good news. According to 
its latest World Health Report, average life 
expectancy has reached 66 years, a rise of 
more than a third since 1955. Childhood 
mortality has fallen dramatically. In 1955 
over one in five children died before their 
fifth birthday; now fewer than one in 
twelve do. But infectious diseases (such as 
tuberculosis, Arps, malaria and others) are 
still responsible for a third of the 52.2m 
deaths reported in 1997. Cancer and car- 
diovascular disease killed more people in 
developing countries (13m) than in devel- 
oped countries (8m). But they were respon- 
sible for only a third of the 40m deaths in 
poor countries, compared with two-thirds 
of the 12m in rich ones. 

















COMMODITY PRICE INDEX 
The Economist all-items dol- 
lar commodity-price index has fallen 24% 
from its peak of 127.0 in May last year, to 
its lowest for four years. The Asian eco- 
nomic crisis has reduced demand both for 
industrial commodities and for food- 


| stuffs, while the El Nino weather pattern 


has affected harvests worldwide. Grain 
prices have plunged on weak demand for 


| animal feed. Wheat prices are at their low- 


est for five years; maize is at a three-year 
low. Coffee prices have fallen in anticipa- 


. tion of a bumper Brazilian crop, but the 


prospect of a growing supply deficit is stir- 
ring cocoa prices. And reduced supplies of 
palm oil have boosted demand for soya 
oil. Metal prices continue to drift. Nickel 
fared worst this week, falling 496 in a day 


| toits lowest for 4" years. 


















































* Provisional. * Non-food agriculturals 
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Non-food agriculturals 80 
70 
Di FMAM) )ASONDSIFMAM 
1996 1997 1998 
1990=100 % change on 
May 5th May 12th* one one 
month year 
Dollar index — 
All items 97.8 963 - 31 -236 
Food - 1138 H34 — 24 -239.] 
Industrials E | 
All 84.0 NY. 44 232 
Na! X 956 949 - 3| -236 
Metals — 769 "Li —46.-228 
| Stelingindex — 
All items 105.3 1093 5/61 7-237 
Food 1224 1239 «+ 06 -240 
Industrials Viu St 
All 90.3 888 - 10 -233 
Nfa? 102.8 103.6 - 01 -237 
Metals 82.8 799 = 17 -229 
SDR index " " 
All items 98.3 970 - 31 -214 
Food 1144 “ae ~~ 24 2101 
Industrials $m 
All 844 820 - 39 -209 
Nfa? 96.1 956 - 31 -214 
Metals 773 n? .- 46 -205 
E 40» 
$peroz — 30325 —— 298 05 - 35 -144 
Crude oil North Sea Brent $= | 
$ per barrel — 1473  — 1520 +15 -223 


FINANCIAL INDICATORS 


STOCKMARKETS On Wall Street the Dow Jones Industrial Average broke through 9,200 | BI COMPETITION LAWS Australian 
for the first time. Paris also hit a record high. Frankfurt gained 2.8%, shrugging off fears of | laws are the best in the world at prevent- 











higher German interest rates. Milan rose 2.4%; Madrid slipped 2.1%. ing unfair competition, according to busi- 
Share price indices % change on nessmen surveyed for the latest World 
1998 aR oan decid Dec 31st 1997 Competitiveness Yearbook from the IMD, 
May 13th high low week year high in local ins | aSwiss business school. The report tries to 

curren terms 


rank countries’ competitiveness accord- 


Australia 27737 28814 25424 - 05 + 96 z 335 > 66 + 23 , as ve . 
Austria 15789 1,5806 12457 * 16 +25.2 - 91 + 219 .333 | In8t0259criteria. Competition laws in In- 
um 31115 31442 24050 + 12 +384 - 10 + 287 +300 | donesia, where a handful of monopolies 
Britain 59729 61058 5,0688 - 03 +274 = 239. 4 153 +155 run by President Suharto's cronies domi- 
Canada 
Denmark 746.7 7788 667.1 * 05 +319 - 4) + 105 +117 
France 2,594.1 2,5979 18731 + 14 +414 - 0] 4 334 +346 
Germany 53769 54420 40873 + 28 +505 z MP.» 255 *280 
15361 16544 10532 * 24 * 98.4 ~ 23. 24 458 +471 
Japan 15,3438 17,2643 14,6644 + 07 -241 -608 .« 06 = 24 
Netherlands 1,1740 11880 892.0 + 09 +473 - 19 © 285 +300 
852.0 938.8 632.6 223 +558 - 92. $ 347 + 36.0 
Sweden 3,696.2 37600 28531 2:84 1313 - 12. « 232 +273 
Switzerland 7.5828 78277 60621 - 04 +477 - ats. 210 +195 
United States — 92118 92118 75804 +17 +264 n a 165 +165 
World’ 10816 1,097.2 896.5 + 02 +208 - M. r4 155 +155 


“Morgan Stanley Capital International index includes above markets and seven others, in dollar terms 





MONEY AND INTEREST RATES Ten-year Japanese government-bond yields hit new lows 
of 1.3% in the week to May 13th. The yield on the benchmark 30-year American Treasury bond 
rose sharply above 6% then slipped below again. European yields generally drifted higher. 





7,707.5 7,822.3 6,240.0 + 04 +23.4 - 15 4 150 * 14.1 nate the economy, were rated the least fair. 





Money supply* Interest rates % p.a. (May 13th 1998) 
% rise on year ago over-  3-mth money market banks bond yields Eurocurrency 
narrow broad night latest ago prime gov't! corporate 3mths bonds 
Australia +112 +62 Ma 498 4.96 6.00 8.75 5.66 6.16 5.00 5.39 
Austria +41 +403 Feb 3.38 3.70 3.44 6.50 5.12 na na 5.66 
Belgium +58 +67 Feb 3.51 3.69 321 725 5.06 5.44 3.66 4.70 
Britain +66 +98 Mar 7.38 74) 6.44 8.25 5.90 6.34 7.38 6.14 
Canada +88 +30 Mar 462 4.72 3.07 6.50 5.42 6.10 494 5.29 
Denmark na +29 Mar 425 4.68 3.61 6.75 5.20 7.12 4.66 4.99 
France +79 +37 Ma 3.37 3.55 3.42 6.55 4.98 5.18 3.55 4.68 
Germany +55 +40 Mar 339 3.65 3.18 4.95 494 4.80 3.56 4.66 
Italy +10.4 +90 Mar 5.69 4.63 6.81 8.25 5.24 5.56 4.95 4.92 
+88 +45 Mar 0.39 0.48 0.47 1.63 1.60 1.39 0.39 0.96 
Netherlands +75 +72 Oe 3.32 3.52 3.12 5.25 498 5.36 3.61 4.66 
n +116 +31 Ma 432 4.33 5,25 7.00 5.11 5.35 427 4.72 
Sweden na -04 Ma 4.30 4.56 4.10 5.19 5.21 5.36 4.65 5.04 
Switzerland *11.5 412 Feb 1.63 1.63 1.81 3.63 3.17 3.41 1.50 2.34 
United States «05 +99 Ma 550 5.47 5.69 8.50 5.67 6.81 5.59 5.62 
TT bond rates (old series: Britain 15-year 5.88%, United States 30-year 5.95%). 


*Narrow: M1 except Britain MO, broad: M2 or M3 except Britain M4. Sources: Banco Ambroveneto, Banco Bilbao Vizcaya, Belgian Bankers! Assn, Chase 
Manhattan, CA IB Investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale, J.P. Morgan, Paribas, Royal 
Bank of Canada, SE-Banken, Svenska Handeisbanken, WEFA Group, Westpac, DatastreamACV Rates cannot be construed as banks’ offers. | 








March, its first increase in five years. Exports posted a double-digit rise for the first time in eight years, spurred by the yen's decline against 


TRADE, EXCHANGE RATES AND RESERVES Japan’scurrent-account surplus rose more than 80% in yen terms in the fiscal year ending 
the dollar. Sterling's trade-weighted value fell 1.1% in the week to May 13th; the dollar rose 0.8%, and is now 6.8% up on a year ago. 


Trade balance*, $bn Current account, $bn Exchange rate Currency units per $ Currency units Foreign reserves? $bn 
latest latest 12 latest 12 mths trade-weighted' May 13th year ago per per per per latest year ago 
month months May 13th year ago £ DM ecu euros 
Australia - 079 Ma + 02 - 133 Q4 834 96.0 1.59 1.29 2.60 0.89 176 1.77 145 Ma 144, 
Austria - 0.72 Q4$5 - 56 - 19 Feb 103.1 103 2 12.5 12.0 20.4 7.04 139 1376 202 Mx 211 
m - 0.35 De + 109 + 13.9 De 102.6 103.0 36.7 35.1 599 20.6 406 40.34 196 Ma 171 
Britain - 3.61 feb  - 227 + 73 Q4 103.3 99 3 0.61 0.61 - 0.34 068 0.70 304 ian X359 
Canada + 128 feb + 150 - 122 Q4 81.9 84.3 1.44 1.39 2 36 0.81 160 161 223 Mw — 215 
Denmark + 0.33 Feb + 38 + 11 Q4 104.9 105.7 6.77 6.47 11.06 3.81 750 753 196 Mar — 14.5 
France + 229 Feb + 316 + 39.2 Jan 106.0 106.0 5.96 5.73 9.74 3.35 660 657 330Ma — 287 
Germany + 6.72 Fb +719 - 13 feb 104.0 104.5 1.78 1.70 2.90 z 197 1.96 780 Mar 80.2 
Italy + 190 jan +289 + 36.8 De 76.0 76.5 1,753 1,674 2,864 986 1,942 1,948 534 Ma 436 
+ 949 Ma «1109 4106.0 Mar 115.3 128.0 134 118 219 75.4 148 141 2220 feb 217.1 
Netherlands + 1.03 ja55 + 162 + 23.1 Q3 102.0 102.7 2.00 1.91 3.27 1.13 2.22 220 234 Ma 283 - 
Spain - 140 Fe  - 186 + 91 Feb 76.9 778 151 144 247 84.9 167 167 676 Ma 606 
Sweden +142 Mar + 173 + 5.9 Feb 87.2 84.5 7.68 7.61 12.6 4.32 8.51 854 9.7 Mar 155 
Switzerland + 0.01 fee + 05 + 209 Q4 106.0 104.3 1.48 1.44 2.41 0.83 164 1.59 348 Mx 35.3 
United States -18.57 Feb -2009 -166.4 Q4 110.1 103.1 = m 1.63 0.56 1.11 1.13 58.3 Feb — 564 


“Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cifffob. *1990=100, Bank of England. Excluding gold, IMF definition 
SForward rates for delivery January 1st 1999, calculated by J.P. Morgan. §§Not seasonally adjusted 
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_ EMERGING-MARKET INDICATORS 








B MUSIC Europes music market may | ECONOMY Inflation figures in Asia contrasted sharply in the year to April: China experi- 
soon overtake North America's. European | enced deflation of 0.3%, South Korea's inflation rate eased for the second consecutive month, 
unit sales rose 6% last year and Canada's | to 8.8%, while Indonesia's increased to 45%, up from 5.1% a year ago. Argentina's visible-trade 
7%, but sales in the United States fell by 7%. | deficit continued to grow, reaching $2.1 billion in the first quarter. 


Europe accounted for 33.3% of the world 























music market in 1997, just shy of North .  f"échangeonyeareariier — _Latest 12 months, $bn — Foreign reserves, Sbn 
America's 33.8% share. Latin America, oF ence oou A co Mona u—— —— 
where unit sales rose 11%, was again the | China + 7.201 - 26 Mw  - O3 Ae +449 ro +234 1997" — 1406 mar — 1121 — 
fastest growing market. The economic cri- | HongKong + 27 os - 020« + 48Www -185 me — 6.6 1997 78.6 Fe 63.8 
sis depressed sales in Asia. South Korea, | India + 5.6 197 + 40 fe + 8.3 Mar - 6.0 Mar - 48 1997 263 Mw 22.7 
Indonesia and Thailand were badly hit Indonesia + 6.6 1997" +10.7 Q3 + 45.0 Apr +13.6 Feb - 680 155 reb 19.0 
(but sales in Japan went up). Worldwide i +690 = 22 feb + 5.1 Mar + 13 Me — 48 1997 217 De 27.0 
music sales fell in value terms 4% to $38.1 Philippines + 47 Q4 4194 Nov + 79 Ap -98*b  —- 4304 8.8 ian 97 
Dis : : Singapore + 74904 + 85 Mar + 1.0 Mar - 43 mar +13.8 Q4 74.4! New 75.7! 
| billion. cps continued togrowinpopular- | SouthKorea + 39 -10.1 mr + 88ax  «li6a +91 Ma 298 Mar 29.9 
ity: sales rose 3%. But cassette sales also | Jawan +710).  +39m + 21a è +58Mw +740 840 re 886 
rose, by 1%, mainly in developing markets. | Thailand +04 1997 -137rb + 101A -29m -860 269 Mar 37.1 
More cassettes are now sold in Eastern | Argentina — « 8209: — «*64ww + 12am — - 61M -101o 218 Ap 17.3 
than in Western Europe. Brazil + 19 08 + 28 ma + 43 we - 69 Ax -32.7 Q) 68.6 Mar 57.3 
Chile + 9604 + 8.0 Mar + 5.4 Apr - 2.4 Mar - 41 oa 169 Ape 16.0 
Colombia «4 55Q 4 BAnm + 207 Aw - 31» — 55 199° 95 D« 96 
Mexico | «670 7255 + 15.1 Ap -2J2w |. 13 301 Mw 211 
Venezuela + $5 1997" nas + 396 Aw +115 Nw + 5.9 1997 112 Aw 12.5 
Greece + 35 197 + 5.2 Dec + 53 Ape -187 oa - 48 px 19,7 Mar 18.5 
Israel & 150. -12u + 44 Mw - 694»  - 360 213 Mer 15.3 
Portugal +36 197 427A + 23m5 -102 wn — - 55 Feb 156 Feb 15.5 
South Africa + 08 Q4 - V5 feo + 5.4 Mar + 3.1 feb -19 04 45 m 1.4 
Turkey + 67 08 + 60M» + 936 Ap -21.1 Dec  - 22 De 213 Mar 15.6 
į Czech Republic + 220: 4105 mx + 13.1 4 — -36M« -320 10.7 Mw 11.7 
: Hungary +5306 +188 wx + 1604 - 21 Me —- 09 Mw 9.5 Mar 86 
Poland +6504 +149 Me + 139 Mw “115 eb 020 - 44 Hb 229 re 18.0 
1 Rusia —  «Olw $ lame è $ 79A +174 rb — 4750 10.2 Feb 11.1 





*Estimate. ‘includes gold. #Visible and invisible trade balance. §New series 








FINANCIAL MARKETS Asian stockmarkets slumped again in the week to April 13th. Sin- 
gapore was down 8%. Mumbai fell 7% as investors worried about the financial fall-out from 
India’s nuclear tests. Seoul slipped 5.2% over fears of another wave of bankruptcies. The trou- 
ble in Asia unsettled Moscow, which lost 10.1%. But Tel Aviv notched up a 2.8% rise. 
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Currency units Interest rates — Stockmarkets % change on 

per $ per £ short-term May 13th Dec 31st 1997 

May 13th yearago May 13th % p.a. one in local in $ 

week currency terms 

China 8.28 8.29 13.5 6.51 1,450.6 & $5 . + 39353 153 

Hong Kong 7.75 7.74 12.7 7.41 9,469.3 -63 - n7 - 7 

India | 398 358 65.0 7.17 3,782.8 2128-45 34 X 19 

Indonesia 11,400 — 2435 18,625 45.64 402.1 -30 + 01! - 518 

i Malaysia — 388 252 6.34 11.06 548.3 - 62 - 728 = 75 

, Philippines 39.6 264 64.6 14.43 2,163.7 = y + 158 + 168 

Singapore 1.66 1.44 271 6.09 1,332.0 - 80 - 129 - 114 

South Korea 1,418 893 2,316 18.50 356.6 «532 = “52: 137333 

Taiwan 33.4 278 54.6 7.05 8,202.9 - 15 + 02 - 21 

Thailand 39.0 26.0 63.7 22.50 370.9 - 57 - 05 + 229 

r Argentina 1.00 1.00 1.63 10.80 671.0 - 44 = 1 023 - 24 

a Brazil 1.15 1.07 1.87 23.23 10,779.0 -—35 4 $7. 28 

/ Chile 453 419 741 13.22 4,423.0 38 = XP 308 

F Colombia 1,381 1,077 2,255 31.73 1,224.2 - 07 - 45  - 200 

5 Mexico 8.52 7.89 13.9 17.41 4,756.6 - 35 - 90 - 139 

h Venezuela 536 483 876 37.61* 6,468 4 + 42 - 253 a 

| Greece 308 272 504 13.11 2,494.7 - 34 + 686 + 552 

A Israel 3.66 3.39 5.98 9.52 323.9 $28 + 3 «2$ 

2 Portugal 182 m 298 4.35 5,573.2 - 39 + 474 + 488 

E South Africa 5.08 448 8.30 12.98 8,029.4 - 11 + 295 + 240 

: Turkey 252,575 137,440 412,657 64 33 4,260.5 + 10 + 235 + 12 

L Czech Republic — 327 30.9 53.5 15.35 485.9 -10 - 19 + 40 

n Hungary 210 181 343 17.87 7,951.9 = JA - 06 - 34 

4 Poland 3.4] 3.16 5.58 23,55 17,214.4 - 37 + 174 «212 

x Russia 6.00 5.76 9.80 30.00 279.2? -10.1 = 297 = 2927 

s "New series. T New index 

Sources: National statistics offices, central banks and stock exchanges; DatastreanviCV; Reuters; SBC Warburg; J.P. Morgan; Hong Kong Monetary 





Authority, Centre for Monitoring Indian Economy; Bank Negara Indonesia; Malayan Banking: Philippines National Economic and Development Authority; 
Hoare Govett Asia; FIEL, Baring Securities; Merrill Lynch; Bank Leurm Le-Israel; Standard Bank Group; Akbank; Bank Ekspres: Deutsche Bank; Russian 
Economic Trends 








122 THE ECONOMIST MAY 16TH 199% 
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. Bankers ]rust acquires Wolfensohn & Co., 


| | ! l one of the world’s preeminent M&A specialists. 
Bankers: [rust pioneers innovative debt financing i | : 


for growing and restructuring companies. 


| iilis Trust Mii 
NatWest Markets Epic. 


A Bankers ‘Teast merges itti 
one of Europe's móst, i’ 2 | 


Alex. Brown & Sons, - 
respected equity research, M 
Americas Mac itcm bank: 

sales and. trading fikas. AENA deae 
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The right combination. unlocks 
value around the world.) — - 


For over.20 i Bankers Trust 
r3 Bankers Irust has been a recognized pioneer 
Architects of Value -in innovative debt financing. 

We've now pioneered something even greater. 

By skillfully combining the right elements, we've built an 
organization whose depth and breadth go far. beyond the sum of 
its parts: BT Alex. Brown. | 

With all the components of our global investment banking firm 
now in place, we've created the first rly integrated source of 
innovative financial solutions. - 

Which means our cliénts—in over 50 countries around the 
world—now have access to unrivaled industry knowledge, 
preeminent research, and proven strengths in advisory Services 
and bank, bond, and equity markets—all on a global-scale. 

So talk to the people at BT Alex. Brown. When you have the 
right combination, the opportunities to build value are wide open. 


È BT Alex. Brown 


1998 Bankers Trust Co ation and its affiliated companies. B lex. Brown is the marketing name for Bankers Trust's investment banking activities conducted Dy 
rpor S 1 y 
BT Alex. Brown International, a division of Bankers Trust International PLC and BT Alex. Brown Incorporated. Issued by Bar ankers Trust International PLC. regulated by the SFA 
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Reforming Russia 


Sig You are wrong about events 
n Russia (May 2nd). Despite his 
many shortcomings, Boris 
‘Yeltsin has one decisive strength: 
-a visceral feel for what is needed 
fo ensure that reform maintains 
its momentum. 
-5. Furthermore, he has the 
~ courage to act on his instincts. 
: Witness his climbing on toa tank 
in August 1991 (at the time, the 
outcome of the coup was by no 
“means certain); his giving the 
final push towards the Soviet 
Union's disintegration (whereas 
"Mikhail Gorbachev was never 
“prepared to take this awesome 
risk); his removal of price con- 
— trols in 1992 (a similarly risky, yet 


political consequences were 
frighteningly unpredictable); his 
facing down of the reactionary 
- Soviet-style parliament in Octo- 
. ber 1993, so clearing the way for a 
new constitution and a more 
genuine democracy, at the same 
time avoiding a slippage into a 
1917-style civil war. 
_ Theeventsof March are also of 
this mould-breaking kind. Mr 
Yeltsin’s shake-up has—-as he 
intended—produced a slimmed 
. down, more reformist and pro- 

. fessional government, ensuring 
` the continued ascendancy of 

modernisers after 2000. 

|. Thesuggestion that Mr Yeltsin 

acted impulsively by sacking Vik- 


¿country into yet another round 
of political uncertainty, is ridicu- 
lous.He would have contemplat- 
.ed the move for months. The 
opu that Mr Yeltsin is 
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"absolutely necessary step whose. 


"tor Chernomyrdin, plunging the 


merely the pawn of tycoons, such 
as Boris Berezovsky, is equally 
absurd. Russia is not the only 
country where unelected persons 
wield great influence (for exam- 
ple, Rupert Murdoch) but that 
does not mean they are always 
behind big events. 

Also, Mr Yeltsin's move has 
probably buried the Communist 
Party, certainly in its post-1993 
mould, and may speed up the 
evolution of a social-democratic 
opposition on the left. It may 
indirectly help party-political 
democracy to take shape. 

Yes, Sergei Kiriyenko, the new 
prime minister, is inexperienced. 
But his professional and 
reformist credentials, his. youth 
and independence, make him 
just the kind of prime minister 
Russia now needs. Had Mr 
Yeltsin drifted towards the next 
general election with Mr Cher- 
nomyrdin and the previous lot 
unscathed, The Economist 
would no doubt have criticised 
him for not being resolute 
enough in backing reformers. 

St Albans, 
Hertfordshire VLAD SOBELL 


Sn se he tt a et E 
Chemical reaction 


Sir—-I would like to clarify a cou- 
ple of | misunderstandings 
regarding the Narra claim, 
launched by the Ethyl Corpora- 
tion, against the government of 
Canada, for damage done to 
Ethyl's. Canadian subsidiary 
(April 18th). The Canadian gov- 
ernment did not "ban one of 
four] fluids on environmental 
grounds." What it did is pass leg- 
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islation that prohibits the impor- 
tation and inter-provincial trade 
ofan additive produced by Ethyl. 
To date there is no concrete scien- 
tific justification for prohibiting 
the use of this additive in Cana- 
da. If the additive was a public 
health hazard or a danger to the 
environment Canada could have 
banned it outright, avoiding a 
NAFTA Case. It is because there are 
nosuch grounds that Canada has 
effectively banned it in such a 
peculiar manner. 

.  BRucEGOTTWALD 
Richmond, Chairman and cro 
Virginia Ethyl Corporation 


ENSE RETRO E IAE AE de 
Oppressed majority 


Sir—Condemning France for 
leaning in the Hutu direction in 
Rwanda ("Humanitarian?", Ap- 
ril 25th) overlooks the fact that 
the Tutsi oligarchy had initially 
been helped to power by Belgium 
and the League of Nations. The 
uprising of the Hutus, who con- 
stituted the great majority, was a 


response to what they regarded, 


not unreasonably, as vicious 
oppression and had the sympa- 
thy of liberal opinion through- 
out the world, prior to 1994. The 
situation might be compared 
with that of Kosovo today, with 
Hutus in the place of Albanians. 
Fox Point, 

Wisconsin ROLAND STROMBERG 
UC hindi Aa C Sai o JE 


Locating Labour 


Sig—Your leader contradicts 
your special, “Labour's first year", 
published in the same issue (May 
2nd). In your leader you say “the 
differences between New Labour 


are far more of style than of sub- 
stance.” Yet, in your article, you 
inform us that New Labour 
imposed a windfall tax on utili- 
ties that made excessive profits; 
compensated for the reduction 


in benefits paid to single parents. 


with later welfare reforms; pre- 


sented mildly redistributive bud- 
gets; prefers to stress training | 
rather than removing legal barri-. 
ers to hiring and firing, in the 


pursuit of flexible labour mar- 
kets; signed the European Un- 
ion's social chapter; abolished 
the nursery-vouchers scheme; is 
incorporating the European 
Convention on Human Rights 
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 etalism, 
neo-liberalism of the new right 
and the social democracy of the 





E- MAIL:  Jetters@economist com 


into British law; and is requiring 
university students to contribute 
to the cost of their tuition fees. 
This is not new-right Thatch- 
erism, nor old-left populism. 
This is an administration that 
believes in the market rather 
than the state, but is not as dog- 
matically pro-market as Mrs 
Thatcher. What we are seeing in 
Britain is a modern left. As 
Anthony. Giddens remarked (in 
thesame issue of The Economist), 
itisa market-oriented socia -lib- 
that goes beyond the 





old left. 

"Lutz CARLOS | 
Sao Paulo. PRENER PEREIRA 
a a nee oat EY 


Bank statement 


SiR—The concluding paragraph 
of your article on Italian banks 
misses the point ("Cautious com- 
munion", May 2nd) You view, as 
indicating a lack of confidence, 
the statement that the founda- 
tion that controls Unicredito will 
cut its shareholding and use the 
proceeds “to diversify its portfo- 
lio into investments with higher 
returns.” In fact, banking law 
obliges the foundation to sell at 
least 50% of their bank sharehold- 


ings in order to speed the pace of 


banking reform and accelerate 


the privatisation process. 
Rome CLAUDIO SCAETTA 
pn a PUE io toed eet aU 
Ungracious 


Srg— "Johnson" is far too indul- 
gent to "the native speaker" of 
English (April 25th) When he 


. does use what you call grace- 
and watered-down Thatcherism | 


notes, he is often terrified of the 
courtesy being taken literally. 


. The Duke of Wellington famous- 


lyendeda letter, afterthe custom- 
ary obedient servant, etc, which 
you know damn well Il am not. 
The government of British 
India (perhaps in Lord Curzon’s 
time) was rumoured to have 





issued a memorandum stating 


that when it said may lesser mor- 
tals should read shall. 
As for the sovereign’s gentle- 


ness, court usage must have 
. changed since I was invited to the 


Prince of Wales’s investiture by 
command of Her Majesty. ^ 
Singapore SUNANDA DATTA-RAY a 
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£30 - 55K 
+ benefits 


their success. 
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Opportunities in International Consulting 


KPMG is a global leader in international management consulting. Our International Advisory Services Group has 
established a first class reputation and now needs to recruit additional consultants to help continue to build on 





We are currently working in a number of regions: Africa, the Caribbean, Latin America, the Middle East, South 
and Central Asia and Eastern Europe. Ideally, you will have already worked in one of the regions. 

Our approach is based on a deep understanding of the issues in the countries in which we work, especially with 
regards to poverty alleviation, transparent government and economic development. We are committed to a 
participative approach to meeting clients’ needs and to delivering sustainable benefits. 


Our current main workstreams are: 


* commercialisation/privatisation: contracting out public services; public/private partnerships; transaction 


management; private sector development 


* human resource management: reward management and job evaluation; rationalisation; HR and personnel 


policies; performance appraisal 


* financial and revenue reform: tax (including customs) policies; revenue administration; financial 
management and accounting systems; anti-corruption 
« public sector reform: strategic planning of reform; functional and efficiency reviews; performance 


management; information systems/technology 


* project management: experience of leading multi-disciplinary teams in the above areas. 
Assignments vary in duration and we are seeking effective team working consultants who possess excellent 


| | 
KPMG 


means business 


KPMG are excellent. 


A 
4 


London-based international assignments 





While the media and the markets react to EMU, organisations who trade 
not just in Europe but globally, are wrestling with an issue that will also 
have a major impact on their business. Transfer pricing 


It's an issue that arises when the needs of global businesses come up 
against the demands of national tax jurisdictions. Quite simply, it's the 
biggest single tax issue in the world today, and it's one in which we at 
Price Waterhouse excel 


It's an issue that involves much more than the 

technicalities of tax. So if the idea of a role that 

takes you right into the core of the world's 

largest and smartest organisations appeals 

to you, you don't necessarily have to be 
a tax expert to handle it 












As an economist, you could use 
your expertise to help our clients 
set optimum price levels for 
internal trading — an activity that 
has a profound impact on their 
bottom line 
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interpersonal and communication skills, able to work abroad for up to 12 months on particular projects. 
We can offer you interesting and rewarding work in a wide variety of environments; career opportunities within 


Please write with a concise CV, including current remuneration details, to John Harbinson, KPMG, 
10th Floor, 1 Canada Square, Canary Wharf, London E14 SAG. 





The other single issue that's exercising 
the world's business leaders. Transfer pricing. 


Excellent salary 


As a highly experienced lawyer, you could argue your client's case with 
national governments (an area of advocacy in which our consistent 
success makes us the market leaders). And as a senior tax specialist 
already, transfer pricing is where the really big projects are and Price 
Waterhouse is where you'll find them 


Whatever form your involvement takes with us, you'll enjoy all the 
advantages that are built into any Price Waterhouse career. Our concept 
of ‘whole career learning’ will add breadth and depth to your professional 
capital. Dealing with the leaders of the new global economy, you ll 
experience the strength of the professional services practice that, more 
than any other, merits the term ‘global’. Our salaries reflect our full 
recognition of market forces, and the high degree of added value that 
you will create for our clients. Our approach to benefits makes it 
possible to meet your own highly individual financial and lifestyle goals 


The only issue now is your own ability. If that's something you re 
confident of, send your CV to: Fiona Minoprio, Recruitment Manager 
Price Waterhouse, 32 London Bridge Street, London SE1 9SY 

Fax: 0171 939 3131 

E-mail: Fiona Minoprio&Europe.notes pw.com 


Price Waterhouse 


Price Waterhouse is authorised by the Institute of Chartered Accountants in England and Wales to Carry on investment business 


* aril, 
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Electrolux is one of the world’s lásding suppliers of acora and outdoor household appliances, and of 


corresponding products for professional users. These products make daily tasks easier and more convenient in 
millions of homes throughout the world, Every year, consumers in almost 100 countries buy more than 55 million 
Group products. With many famous brands including AEG, Zanussi, Frigidaire, Husqvarna and of course 


Global Role 


Electrolux, the Group apes more than 500 companies in over sixty countries. - 





Member of Group Managem ent Team . 7; 


Package i in excess of $500,000 


Electrolux is one of the World's largest producers of appliances for professional users. Fog à | 


cleaners, vending machines & bakery equipment. 


With overall responsibility for six global product lines, 
over 11,000 employees, and a business potential 
in the region of $1.5 billion, this is an outstanding 
brief for a highly experienced senior management 
professional looking to embrace a true global 
business challenge. 

This is a role for achievers. 

A consummate decision maker who has a wealth 
of executive abilities and a breadth of operating 
experience across a wide range of industrial sectors 
at both pan European and International levels. You'll 
be an inspirational leader, capable of harnessing 
a geographically and culturally disparate team to 
produce a truly world class manufacturing status, 
and possess the long term strategic thinking that is 
so Critical to attaining outstanding results. 


Cem — 





www.mercuri-urval.se 







We are looking to achieve global leverage. Central to | 







this objective is to increase. shareholder val ue thro h 
diverse business development, together with. or anic 
growth in both existing and new markets, as v well a as : 
developing joint ventures and strategic alliances. 
You'll need extensive experience in international sien | 
distribution and production, with the sophisticated . 
interpersonal skills to personally deal. with high 
profile global Key Accounts. . ? + 

The remuneration. package on offer fuly n refiects the 
importance of this key post. 






Please send your full . D 
Confidential Harald vies 


on (nobite) +49 L2 66 


equipment for restaurants and institutions, refrigeration and freezing equipment for food retail le 
commercial laundry equipment are the backbone of the Professional Appliances division. The 
. lines are complementary to a number of other products including professional. vacuum and wet/dry 


se key m 








Exciting challenges within 
an International FACG Company 


Area Manager - 
Romania {Based Bucharest) 


COMPETITIVE PACKAGE + GENEROUS BENEFITS + RELOCATION. 


Seagram Europe & Africa. 


Seagram is an established beverage and entertainment 
business with around 30,000 employees worldwide. 
Spirits and wines form the foundation of the Company 
and include well known names such as Chivas Regal, 
The Glenlivet, Martell, Mumm and Captain Morgan. 
Seagram also own the Tropicana fruit juice brand and 
has considerable interest in Universal Studios Inc 


This is an exciting and unusual opportunity to 
develop your career with this prestigious organisation 
in a role that will offer enormous challenge and 
autonomy. Based in Romania, you will be responsible 
for developing Seagram's spirits and wines business 
in this rapidly expanding region of Central Europe. 
Your primary role will be to direct and manage the 
company's distributors and co-packers to ensure that 
the business is successfully shaped for the future 


EXECUTIVE FOCUS 








Candidates must have experience within emerging 
markets, be skilled in all aspects of distributor 
development and have a strong sales management 
background of at least 5 years, ideally with a leading 
fast moving consumer goods company. You must be 
fluent in English and it would be advantageous to 
speak Romanian. A strategic and flexible mind and 
an entrepreneurial spirit will be necessary to make 
the most of this challenge. You will be independent 
and keen to hold a high profile role where presence, 
authority and sensitivity to the cultural diversity of 
this region will be crucial 


If you would like to apply, please send full CV, 
stating current salary to: The Nichols Consultancy, 
10 Eghams Court, Boston Drive, Bourne End, 
Bucks., SL8 SYS, UK, fax:++ (44) 1628 810829. 
E-mail: info@nicholsconsultancy.com 
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International Consulting Opportunities 


Managing Senior SME Consultants - London based 
Inclusive package up to £45,000 p.a. 


Dynamic and friendly work environment 


e SME Policy and Strategy e SME Support Institution Development 


e SME Led Regional Development e SME Finance and Privatisation 


e SME Direct Corporate Support e SME Technology and Innovation 


Maxwell Stamp PLC is a leading international economics and business Applicants should have 


consultancy. Our work is mainly in developing and transition economies, e significant experience in one or more of the above areas 


but we have a growing UK and European practice. We are expanding a good degree in economics or business, preferably post-graduate 


H 
i e demonstrated commercial consultancy and project management experience 
rapidly and need permanent statt ar senior and managing consultant 
^ 


proven success in winning. designing and delivering major SME contracts 


levels to join our existing dynamic SME Development team. We seek 
, funded by international agencies, government departments or research 


applications especially trom SME. Experts in consultancies, universiries, TORE EEAS. 
research institutions and government agencies. Successful applicants will e excellent oral, written and presentation skills 

have real opportunities to grow with rhe company and, for chose with e a highly developed sense of humour and, desirably 
appropriate business acumen, to reach director level. The positions will e compctence in a second language 


involve extensive overseas travel, much hard work and a lot of tun We encourage independent consultants to register with us (Ref DGS/SME) 


MAXWELL 
STAMET "> 


London - Washington Bishkek 


Applications ns leynatage a ch tailed CV. on paper and disker describing how you meet our requirements should be sent to Jon Burns, at our new London address 


Maxwell Stamp PLC (Ref JSB/SME), Abbotis Court, 34 Farringdon Lane, London ECIR 3AU. Fax: 0171 251 0140 
————— HH ——— —— —— — ———-—5 
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EUROPEAN MONETARY INSTITUTE 





VACANCIES IN THE EUROPEAN CENTRAL BANK 


- The European Monetary Institute (EMD), established in Frankfurt am Main in 1 994 to prepare for the establishment of the future 


European Central Bank (ECB), is currently recruiting staff to fill vacancies in the legal services of the ECB. The legal services 
will be responsible for handling all legal issues within the ECB. This includes assistance in legal aspects of the regulatory, 
contractual and institutional framework of the European System of Central Banks (ESCB) and in addressing questions related to 

the interpretation of the Treaty establishing the European Community. The legal services will ensure the cooperation of the legal 

services of the national central banks and prepare the ECB's opinions when the ECB is consulted by Community institutions or 
by national authorities on draft legislation falling within its field of competence. The legal services also provide legal advice to 
the ECB management on administrative matters and may represent the ECB in Court. bM ud vs 





Applications are invited for two positions as lawyer and a further two positions as junior lawyer. The positions : All e offered o 
an indefinite contract basis, subject to a probationary period, and the ECB will have its own terms and condition: mployment, | 


: “including a competitive salary structure, retirement plan, health insurance and relocation benefits. Candidates must be.a national 
. of a Member State of the European Union. : a "E wo 





Positions and Qualifications | 













‘Qualifications ^ Hn Be nrc ees leer de 
* Law degree awarded by a University in one of the following countries - Denmark, Finland, Greece or Spain. — 





* Several years of professional and/or academic experience (at least five) in institutional Community Law and/or in the - 
banking/central banking field. — — E Se n 
* Very good command of English and proven drafting ability in English. Working knowledge of other European Union 
languages is desirable. — | mc c Icy 
* .PC word-processing skills. — 


JUNIOR LAWYER 


The position will include responsibilities with regard to the tasks described above under the supervision of senior lawyers and, in 
_ particular, the provision of legal assistance in matters related to banking law and EC law and the legal systems of Denmark, - 


. Finland, Greece and Spain. 


a Qualificat ions 2 in uan | 4 

.* Law degree awarded by a University in one of the following countries - Denmark, Finland, Greece or Spain. — 

* Some years of professional and/or academic experience (at least two) in institutional Community Law and/or in the E 
banking/central banking field. — : | ee CT ke 

* Very good command of English and proven drafting ability in English. Working knowledge of other European Union - 
languages is desirable. | LIP 

* PC word-processing skills. 






























July 1998. 





. A Applications l een D. 

- Applications should include a Curriculum Vitae, copies of diplomas and of (published or unpublished) papers or notes prepared 

"by candidates, references confirming the required experience and skills and a recent photograph. They sho | : 

= reference number and should be addressed to the European Monetary Institute, Personnel and Of 
: Postfach 16 03 19, D-60066 Frankfurt am Main, and should reach us no later than 6th June 1998. A 











"in the strictest confidence and will not be returned. — 


These vacancies are also published on Internet: http://www.ecb.int but applications should only be submitted on paper via 
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Directors 


from £39,712 





based London 


ActionAid works with some of the world's poorest communities in Africa, Asia and Latin Amenca, helping them to help themselves 


to a more secure and positive future. We are seeking two Directc 


throughout ActionAid. 


HR & Organisational 


0 join our international leadership team and facilitate and manage change 


La hw ' 


ås 


Policy Director 


You wil take the lead role in directing ActionAid's giobal advocacy, 


Development Director 


This is à rare opportunity for an HR professional to create a culture of 
learning on a truly global scale, impacting hugely on the lives of some 
of the poorest communities in the world 


education, emergency and impact assessment initiatives, acting as a 
senior agency spokesperson on international programming issues 


A visionary, inspirational leader and motivator you will lead our highly 


committed and professional specialist teams, proactively encouragin 
A visionary leader and developer of organisational change in an d - ye ging 


international context, you will create and manage matrix management 
practices, oversee the management of our global internal 
communications systems and encourage the effective development o! gained in the field. Your expertise in leading global advocacy will be vital 
global HR strategies and standards of best practice. in ensunng that we maximise our impact with key development 
decision makers 


the promotion of gender sensitivity in all our activities and developing à 
culture that recognises the importance of learning fom our experience 


A senior HR professional with at least 5 years strategic management 


expenence, you will nave a proven track record of managing i hange With 5 years plus senior m nagement expenence in a similar role 
processes in an international, multicultural environment Exceptional within a multicultural, international environment, you will have excellent 
analytical and strategic planning expertise and an eagerness to play a research skills, outstanding analytical and strategic planning expertise 
pivotal role in coordinating our corporate strategy are vital and media haison expernence 


Please forward written applications with CV to: Ms Akila Kassam, International HR Manager, 
ActionAid, Macdonald Road, London N19 5PG, UK. Applications may also be faxed to (London) 
+ 44 171 263 7613 or e-mailed to ROSW@actionaid.org.uk. Closing date: 22 June 1998. 


Shortlisted applicants only will be contacted. Charity no. 274487 


m 
We particularly encourage applications from all nationals working in the development sector, 
especially women, as they are currently under-represented in our workforce. 


RE-ADVERTISEMENT: PREVIOUS APPLICANTS NEED NOT APPLY. 












INTERNATIONAL OIL POLLUTION COMPENSATION FUNDS 


The International Oil Pollution Compensation Funds 1971 and 1992 (IOPC Funds) are two intergovernmental organisations which provide compensation for oil pollution 
damage resulting from oil spills from tankers, within the framework of four international treaties elaborated under the auspices of the International Maritime Organization 
(IMO) of the United Nations. The regime came into force in 1978. 










At present, 81 countries belong to this international regime, and it 1s expected that more countries will join the compensation system in the near future. 
The two Organisations are administered by a joint Secretariat with some 20 staff members, based in London, which is headed by a Director. 


The following new post is to be filled as soon as possible after 1 September 1998. 


HEAD OF THE CLAIMS DEPARTMENT 






The Head of the Claims Department will be responsible to the Director for the process of handling compensation claims. 


He/she will ensure that the claims handling is efficient and that claims are dealt with in accordance with the policy laid down by the governing bodies of the IOPC Funds. 
The incumbent should, therefore, have considerable experience in handling compensation claims. Claims for compensation often give rise to various legal and technical 
issues which have to be resolved pursuant to the provisions of the applicable international treaties. It is essential, therefore, that the incumbent has a detailed knowledge of 
the international compensation system. 













The Head of the Claims Department will be a member of the Management Team which will assist the Director in the management of the IOPC Funds. 
The Head of the Claims Department will be supported by three Claims Officers and three Claims Clerks. 


The Head of the Claims Department will be responsible for recruiting managers of local claims offices and technical experts. He/she will instruct technical experts, monitor 
their work and assess their performance. 


In order to ensure the efficient operation of the Claims Department, the incumbent should have considerable management experience. 


The incumbent should also have practical and scientific experience in respect of oil spills and related issues, as well as general experience in the field of marine pollution. 
The person should be able to advise the Director on other technical and scientific issues that may arise. 

Applicants should have a degree or other suitable qualifications in an appropriate scientific field, such as chemistry, marine biology or engineering, and have a minimum of 
15 years relevant professional experience. Experience of work in an international environment would be an advantage. 







Excellent English is required. Working knowledge of French and/or Spanish would be an advantage 


Salary is paid in accordance with the United Nations scale (Grade D1), commencing at approximately £60,000, net of United Kingdom income tax There are various 
attractive benefits, including six weeks annual leave. 





Please apply in writing with detailed CV by 20 June 1998 to: The Director, International Oil Pollution Compensation Funds, 4 Albert Embankment, London SEI 78R. 
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Deputy Director of Research 


The African Economic Research Consortium (AERC) invites applications for the position of Deputy Director of Research. The AERC is an 
organization which promotes economic policy research in sub-Saharan Africa through a network of African researchers engaged in policy-relevant 
research and capacity-building activities, which are directed out of a Secretariat located in Nairobi, Kenya. 


Reporting to the Director of Research (DR), the Deputy Director of Research (DDR) will work with and assist the DR in the management, 
oversight and substantive functions of Research Programs. An important function of this position is outreach to francophone Africa and other 
countries under-represented in the AERC Research Programme. Specifically, some of the areas for which the DDR will be expected to take major 
responsibility include: provision of technical support to researchers, including reviewing of research proposals; monitoring the progress of research 
projects and preparation of reports for the AERC Board, Advisory Committee and donors; organization of research meetings; coordination of 
publication and dissemination activities in collaboration with the Manager of Publication and Dissemination. In addition, the DDR may be asked to 
undertake any other duties necessary to ensure the successful fulfillment of the objectives and mandate of the Research Program as agreed with the 
DR. On behalf of the DR, the DDR may be called upon to represent AERC in research and policy forums, contributing to the enhancement of the 
“development value” of AERC. 


EH The ideal candidate for this position will have an established track record in economic research, knowledge of the frontiers of the economics 
Es discipline, and an awareness of the main policy issues facing the African continent. He or she will be capable of interacting with researchers at 
ar different levels of experience and expertise, contributing to the peer review process which underpins AERC's approach to research, and must be seen 

E to be fair and transparent. 


The successful candidate will have good attention to details; ability and willingness to undertake hands-on management through monitoring 
and evaluation of projects; oversight of the grants process; and some familiarity with research dissemination and publication. The position also 
requires willingness to work long hours and the ability to travel. Potential appointees will have a PhD degree - or its equivalent - in economics. 
Mastery of English and French is required. A highly competitive remuneration package is offered commensurate with the responsibilities and 
s demands of the position. 


M Send a detailed letter of application with a detailed C.V. and the names of three referees by June 30, 1998 to the 
OL Chairman of the AERC Board: 
ecl Prof. Tony Killick 
JJ Overseas Development Institute 
Me Portland House, Stag Place 
ki London SWIE 5DP UK 
i Fax No: (44) 171-393 1699 
Email: tkillick@odi.org.uk 






D UNOPS QU Vacancy Announcement 
E Regional Programme Coordinator 
UNOPS invites interested candidates to apply for the position of Programme Coordinator for UNDP/UNOPS project RAS/97/063: Support to the 






Promotion of Governance for Sustainable Growth and Equity in the Asia and Pacific Region. 






The overall objective of the Regional Governance Programme is to support the adoption and institutionalisation of good governance principles 
and practices in the sphere of public management and development in the Asia-Pacific region. The Programme consists of five main components: 
(i) corruption and integrity in governance, (ii) values and governance, (iii) networking of parliamentarians, (iv) human rights education and, (v) 
public sector management and reform. The Regional Governance Programme aims to strengthen the capacity of governments and other national 
partners to promote and enhance the learning and application of the above issues, in support of sustainable human development. The Programme 
will also promote regional dialogue and exchanges, as well as the synthesis of best practices and state-of-the-art-reviews in the given areas. 











The Programme Coordinator will report to the UNDP Resident Representative (RR) in Pakistan and be supported by a small team. His/ her 
primary tasks during the 12 months preparatory assistance phase of the project will include: 






1. Develop a full Regional Governance Programme for approval and implementation, including, 
* liaison with governments, Resident Representatives, Programme Managers, UNDP governance focal points and other relevant organizations 
* preparation of a strategy for participation and support of partner and donor organizations 
* develop performance indicators, success criteria and strategy for monitoring and evaluation 
* prepare, manage and monitor budget and work plans 
5. Undertake preparatory work for expert meetings convened during this period 
6 Actas a resource person in workshops and provide technical briefs, as requested. 









Qualifications: An advanced degree in Public Administration, Political Science, Economics or a related field; 8-12 years work experience in public 
or international institutions; substantive knowledge of current development issues and the five core areas of the programme; excellent 
management skills; thorough knowledge of the Asia-Pacific region; experience in development cooperation at the international/ regional level 
essential; strong writing and presentation skills in English, demonstrated networking skills with a wide rang of partners. 

The initial appointment will be for twelve months with possibility of extension. Duty Station: Islamabad, Pakistan. 


Submission of Applications: Interested individuals, who fulfil the specified qualifications, should e-mail/fax/ mail detailed CV (including salary 
history, birth date and nationality) or UN Personal History Form (P.11), not later than 10 June, 1998 to the address below. Indicate earliest 
availability date (starting date: asap). Female candidates are encouraged to apply. Please note that only short-listed applicants will be contacted. 
Please send applications in by e-mail: [ChristianGGunops.org] or fax: +1 212 906 6906/02; or by mail to: United Nations Office for Project Services, 
Division for WAASE, 220 East 42nd Street, 14th Floor, New York, NY 10017, Attn: Mr. Christian Gronlund, room: 1503 [please state Ref: 
RAS/97/063 Programme Coordinator]. 
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APPOINTMENTS 





HELEN KELLER INTERNATIONAL 
DIRECTOR 


Helen Keller International (HKI), a global leader in the prevention 
and rehabilitation of blindness, seeks a qualified individual to 
direct its program to eliminate trachoma, the world's leading 
preventable cause of blindness. The Director interacts regularly 
with the Agency's senior management, representing HKI to 
donors, governments, international and other agencies. S/he will 
plan and oversee all aspects of the program's design and 
management, including supervision of program support and 
administration. The Director will be creative and energetic within 
the philosophy and policy defined by the Agency's President and 
the Board of Trustees. S/he requires outstanding leadership, 
managerial, and analytic skills; an MPH, MPA or PhD and 
experience in international health/disease control; and superior 
communication skills. The successful candidate will be equally 
facile as a leader and in teamwork. Requisite skills include 
familiarity with computers, evaluation methodologies, budgetary 
and financial analysis, and project management. The successful 
candidate will have at least five years of increasing responsibility 
in the field of international health and, preferably, experience in 
blindness prevention. The position entails 30-4096 travel. The 
successful candidate will begin in August 1998. 


This position comes with a competitive benefits package and 
salary. Send a cover letter and curriculum vitae by 30 June to: Ms 
Eileen Chu, Officer Manager, Helen Keller International, 90 
Washington Street 15th Fl, New York, NY 10006. Fax: 212 943- 
1220. No calls please. 


HKI is committed to equal employment opportunity. 


% IFAD 


JJL INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT 


seeks 


AUDIT OFFICER P3/P4 


Under the supervision of the Chief, Internal Audit, the incumbent 
will plan, organize and conduct financial, compliance and 
operational audit assignments normally supervising teams of 
internal audit support staff or outsourced experts. 


QUALIFICATIONS AND EXPERIENCE Membershipofan internationally 
recognised accountancy body or advanced university degree in 
Business Administration, Finance, Accounting or other related 
fields, coupled with adequate audit work experience at a 
supervisory level. At least 5 years’ post graduate progressively 
responsible professional experience using modern auditing 
techniques, 2 years of which gained in an international financial 
institution or a United Nations organization would be an asset. 
Audit experience in developing countries; in automated financial 
and management information systems desirable. Familiarity 
with computerized audit software. Excellent command of English 
with good working knowledge of French, Spanish or Arabic 
desirable. Good communication skills and ability to work under 
minimum supervision in a multi-cultural environment. 


GROSS SALARY RANGE Salary range from USD55,700/ USD68, 181 
to USD78,070/92,355 per annum, plus post adjustment. 


Please send application in duplicate to PERSONNEL DIVISION, 
Via del Serafico No.107, 00142 Rome, Italy not later than 30 June 1998 
Fax No: 39 6 5043463 


Only shortlisted candidates will receive an acknowledgement 
Applications from women candidates are particularly encouraged 
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If you want to succeed with a dynamic organization in the 
fast-growing financial markets for electric power, consider 
AmerenEnergy. We are the national trading and marketing 
subsidiary of Ameren Corporation, a $9 billion asset energy 
company. 













We seek highly motivated professionals to help build the 
premier firm in the newly deregulated power industry. 
Successful candidates will possess both excellent 
communication skills and the ability to work effectively 
in a fast-paced entrepreneurial environment. 









AmerenEnergy now has career opportunities at our 
St. Louis, MO headquarters in the following areas: 






» Commodity Traders — Expertise in futures, financial or 
physical markets. Power marketing and/or natural 
gas experience a plus. 








> Risk Managers — Fundamental understanding of energy 
markets necessary. Proficient in quantitative methods for 
risk valuation and control. Confidence and interpersonal 
style capable of effectively interacting with traders and 
senior management. Proven track record. 


» Quantitative Research Director — Innovative thinker to 
identify and develop strategies in trading and product 
structure. Excellent quantitative capabilities and cre- 
dentials. Leadership ability to direct talented individuals. 


> Merger & Acquisition Strategist — Experienced negotiator 
and deal-maker to source alliance opportunities and 
structure winning transactions. Strategic visionary with 
ability to create affiliations that optimize the opportunities 
in the restructuring energy industry. 

















If you are interested in joining our team of experts, please 
send your resume to: 






aV. 
A Ameren Energy 


Management Recruiting 
PO. Box 1111 
St. Louis, MO 63188 
314.613.9123 fax 
Opportunities&AmerenEnergy.com 
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“Canc el the warm milk. 


I dont think Ill need it” 


The advantages of a Four Seasons Hotel are obvious even in the dark. There's the sensation of slipping between 
fine cotton sheets, thoughtfully French-folded for dreamlike comfort. The luxury of curling up under 
our goose-down duvets. The back-soothing firmness of our mattresses, each one custom-made 


to Four Seasons specifications. Awakening hours later, you will feel as if you haven't slept so 


T 
The demands of business demand nothing less. For toll-free reservations in Hong Kong, FOUR SEASONS 


call 800-96-8385; in Singapore, 131-3507. Or visit our Web site: www. fourseasons.com Koll and Resorts 


soundly in years. So we apologize, in advance, for the promptness of our wake-up call. 


I Defining the art of service al 40 hoteles in 19 countries. 
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Gone, at last 


FTER 32 years in power, he was not about 
to go quickly. The stopwatch really be- 
gan to tick for President Suharto last summer, 
when Indonesia's economic crisis got under 
way; and its ticking grew ever louder as those 
awkward intruders from the IMF arrived 
with all their demands for reform. A truly 
great statesman, who held his nation’s inter- 
ests before all else, would have resigned then. 
But in such ranks are rarely numbered ageing 
dictators who have long since turned their 
country into a family business. 

Plainly, Mr Suharto thought he could 
struggle on, buying time with a concession 
here, an empty promise there. It took the ex- 
traordinary events that started ten days ago with the sacking 
of Indonesia’s capital, Jakarta, and the killing of over 500 peo- 
ple, to shake that complacency. Still, however, he would not 
be hurried, despite the calls for his departure not just from 
daring students but from usually more reserved Indonesians: 
prominent Muslims, the speaker of parliament, other leaders 
of the ruling party. A huge demonstration planned for May 
20th was called off for fear that the army would open fire on 
the protesters, but the government's massive display of mili- 
tary force did not deter the mobbing of the parliament build- 
ing. In the end, on May 21st, Mr Suharto got the message that 
he had to go (see page 25). 

What next? Clearly, Mr Suharto's resignation was neces- 
sary to quell the protests and allow a restoration of the rule of 
law; but, equally clearly, it will not be sufficient. His immedi- 
ate successor will, as required by the constitution, be his re- 
cently chosen vice-president, Bacharuddin Jusuf Habibie. But 
Mr Habibie, an engineer turned industry minister who has 
sought to build an Islamist following, will scarcely be a popu- 
lar choice. He will cut no ice with the students, and is viewed 
with suspicion even by the army. His ideas for developing 
Indonesia’s industry horrify the sort of foreign lenders and 
bankers that the country still needs as much as ever. 

Mr Habibie's backers may well claim that there is nobody 
else available. On the face of it, this is true. For decades Mr Su- 
harto suppressed all rivals and potential successors. Politics 
was deliberately kept stunted; civilians had little opportunity 
to build a following; the army has had a large role in running 
the country. But opposition leaders are now emerging, and 
would emerge further if given the chance in a properly demo- 
cratic system. They include Amien Rais, a university lecturer 
and Muslim leader who displayed a creditable sense of 
responsibility in calling off the mass protests on May 20th. 
He has been the only one to offer himself repeatedly as an 
alternative to Mr Suharto. 

Yet Mr Rais, like most others, is untested, and possibly un- 
acceptable to the army, whose support will be needed by who- 
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ever takes over. The army is probably now the 
only functioning institution in the country, 
and it is to be hoped that it will now put its 
weight behind democratic reforms, in the 
knowledge that without them rescue money 
from abroad will not be forthcoming. The 
army commander, General Wiranto, has 
given his public support to Mr Habibie. That 
is only proper. But the general should capital- 
ise on the goodwill he currently enjoys to re- 
store Indonesians’ faith in government. That 
means rapid and radical reform—including 
an end to the army's non-military role in run- 
ning the country. Otherwise, Indonesia risks 
further bloodshed. 

By clinging to power, Mr Suharto ensured that the protests 
were personalised. But they were directed at a system seen by 
poor Indonesians as corrupt from top to bottom; as arbitrary, 
unfair and, these days, failing to deliver even the most basic 
goods. Worsening economic hardship is inevitable. The econ- 
omy is forecast to shrink by 5-15% this year. The misery that 
will bring could still be explosive if the government is not 
seen to be responding to calls for democratic change. 


The region recoils 

Democratic change would not be in the interests of Indone- 
sians alone. The economic collapse of a country of 200m peo- 
ple is being felt throughout a region that is struggling to re- 
cover from more general financial confusion. If it continues, 
or worsens, it could set off a new regional crisis. 

Bankers worry that they may have to write off most of their 
loans to Indonesia. Most big companies there are already 
technically bankrupt, flattened by an $80 billion mountain 
of private debt. The rupiah has lost over 80% of its value in the 
past year. With no prospect of credit to enable them to stay in 
business, and no one prepared to accept their letters of credit, 
many companies have nothing to repay their loans with. For- 
eign investors may like bargains, but they hate violence and 
uncertainty. Most have left the country, along with the IMF 
team administering the proposed $43 billion bail-out. 

Even if the worst does not happen, Indonesia’s chaos has 
been bad news for its neighbours. South Korea, for instance, is 
heavily exposed to Indonesia through its banks. It is, however, 
the Japanese who are most concerned. Their banks are owed 
some $23 billion by enterprises in Indonesia, and their com- 
panies have also invested heavily there, with little reward in 
prospect: many of their factories have had to suspend pro- 
duction. Malaysia and Singapore have been worried not so 
much by the fear of economic contagion as by the prospect of 
tens of thousands of Indonesian boat people arriving on their 
shores. Australia, too, worries about an unwanted visitation. 
And all these countries have vaguer fears about security 
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should the world’s fourth most populous country explode. 
The darkest prospect is of an Indonesian government that 
stoked up Islamic sentiment in East Asia. That would prove 
horribly unsettling for non-Muslims throughout the region. 
Concerns such as these offer a powerful motive for Indo- 
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nesia's neighbours to lean on their friends there to promote 
rapid and democratic reform. In the past, they have been re- 
luctant to stand up to South-East Asia's elder statesman, the 
head of a country often seen as the local bully. The time for 
such reticence is now passed—along with Mr Suharto himself. 





At war with Microsoft 


America’s Justice Department is right: the world’s leading software company 


needs to change its ways 


S A schoolboy, what first captivated Bill Gates about the 
computer was that he “could give this big machine or- 
ders and it would always obey.” How galling for the founder 
and chairman of Microsoft to be taken to task on May 18th by 
the biggest machine of all. The federal government, together 
with the attorneys-general of 20 states, accused the firm of 
illegally preserving and extending its monopoly in desktop 
operating systems. There is something compelling about a 
struggle between America’s government and the most suc- 
cessful exponent of its most successful industry. But the big- 
gest antitrust case in a generation is about more than the for- 
tunes of one company. The future of computing, and of the 
industries that depend on it, is riding on the outcome. 

At first sight it seems strange to pounce on Microsoft after 
all this time. The software company has long enjoyed a near- 
monopoly of operating-system software for personal com- 
puters. A monopoly that has been fairly acquired is not neces- 
sarily illegal. And this one has brought consumers the benefit 
of a software standard, with lower costs and the guarantee of 
compatibility between programs and hardware. What is 
more, Microsoft has conveniently extended its monopoly by 
enlarging the operating system to include such tools as fax 
and data-compression software. All the while, computers 
have fallen in price, and their performance has improved. In- 
novation continues apace. Getting on for 200 new software 
companies were founded in America last year; twice as many 
as in 1990. 

Many, among them most American consumers and until 
recently this newspaper, have concluded that this is reason 
enough to leave well alone. Yet Microsoft's behaviour turns 
out not to have been so innocent (see pages 19-21). The Justice 
Department's investigations have cast light on manipulation 
that ill befits a monopolist. And Microsoft's attempt to extend 
its monopoly in operating systems to browsers, which enable 
users to roam the Internet, is not merely a question of incor- 
porating a small utility program. If Microsoft has broken the 
law, it should be punished. If it now poses an unfair threat to 
new companies, then its power should be curbed. 


Rules of engagement 


Microsoft's own memos reveal that some of its executives 
thought they could not rid themselves of Netscape's Naviga- 
tor browser purely by competing with it. The firm allegedly 
asked computer makers to install Microsoft's own Explorer, 
not Navigator, threatening to withdraw their Windows li- 
cences if they refused. The Justice Department claims that Mr 
Gates also tried to persuade Netscape not to undermine Win- 
dows—though he calls this allegation an "outrageous lie". 
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Browsers threaten Microsoft at the two points where it ex- 
ercises control. The first is in the look of the computer screen, 
the most prominent arcade of shop windows in the wired 
world. It currently belongs to Microsoft: although users can 
adapt the screen, few do, so programs and websites owned by 
Microsoft and its allies are displayed to best advantage. Sec- 
ond, Navigator could one day combine with a computer lan- 
guage, called Java, to usurp Windows as the defining software 
for the desktop. Mr Gates's nightmares are filled with pro- 
grammers writing in Java, and users gazing at Navigator, 
while Windows is relegated to a commodity chuggi ng away 
forgotten inside the computer. 

Yet, however unpleasant Microsoft may have been to 
Netscape, it has a case to answer only if its actions have 
harmed consumers. In an industry where falling prices are 
the norm, the cost of a retail upgrade of Windows has more 
than doubled since 1990—though today’s package contains 
many new functions. And having established its Internet 
browser—and with its influence over users intact—Microsoft 
may be able to stifle services that would emerge with compe- 
tition. That Microsoft felt ithad to use its Windows monopoly 
to flatten Netscape only adds to the sense of unease. 

Whatever the court rules, worries remain about the wis- 
dom of tackling Microsoft. Some feel that in a rapidly chang- 
ing industry, government intervention is doomed to fail. Be- 
set by meddling, Microsoft may find it cannot innovate by 
adding new features to Windows. If that delays the evolution 
of computing—a big if—the cost to consumers would be high. 

The preliminary injunction requested by the Justice De- 
partment neatly sidesteps these objections. It would like the 
court to make non-Microsoft browsers more available to con- 
sumers. It also wants computer makers to be able to deter- 
mine the design of the first screen shown on a new computer, 
presumably in response to what customers say they want. 
Both measures would loosen Microsoft's grip, while leaving it 
free to innovate. If the court sees fit, both rulings could be in 
force within weeks. Neither calls for intrusive regulation. 

As the investigation proceeds, the Justice Department, 
egged on by Microsoft’s enemies, could seek harsher reme- 
dies, designating Windows an “essential facility” and oblig- 
ing it to carry competitors’ products; controlling Windows’ 
pricing; or even breaking Microsoft into “Baby Bills”. On 
present evidence, that would be unwarranted: the law is de- 
signed to protect consumers, not Microsoft's com petitors. But 
monopolists have a responsibility to act with restraint. If 
Microsoft refuses to change its ways, the next antitrust action 
may need to contain something more drastic. 
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Rwanda bleeds on 


An honest and open examination of the past is needed before the outside 
world can put real pressure on Rwanda’s curmudgeonly rulers 


EMEMBER Rwanda? Four years ago, when the killing 

there was at its zenith, the world did not want to know 
about this bloodstained corner of Africa, still less to get in- 
volved. Since then the truth has trickled out, not just about the 
scale of the genocide—some 800,000 people, mostly Tutsis, 
were killed—but also about those who chose to stand aside, 
leaving the killers to their brutal business. Today Rwanda is a 
shattered country, with little sign of justice or atonement. The 
world still prefers to avert its eyes. If any reconciliation is ever 
to take place, Rwandans, both Hutus and Tutsis, will have to 
revisit the awful spring of 1994. So will the United Nations 
and the powers that stand behind it. 

The Tutsi-led government likes to blame the UN for all 
Rwanda's ills. Earlier this month, the country’s president boy- 
cotted the dinner he himself was giving in honour of the visit 
of Kofi Annan, the UN secretary-general—a snub Mr Annan 
had apparently earned for his *arrogance". Rwanda then 
threw out a UN human-rights official, saying he was a threat to 
national security, in fact because he had criticised the execu- 
tion of 22 people convicted of taking part in the genocide. 

Mr Annan was the un’s head of peacekeeping in 1994, 
and the Rwandan government will let no one forget that the 
UN did nothing to stop the killing then. But that may not have 
been Mr Annan’s fault. The UN has no troops of its own. It 
relies on its members to provide them, and on the great pow- 
ers on the Security Council to authorise their use. In 1994 the 
great powers, except France, were resolutely opposed to inter- 
vening in Rwanda. When the genocide started, America, 
smarting from its experiences in Somalia, demanded that the 
UN’s 2,500-strong force in Rwanda be cut, not expanded. 

Discreditable as this was, it hardly excuses the present 
Rwandan government's behaviour. Those now in power led 
the rebel army that drove out the Hutu killers in 1994. This is 
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the sole basis of their legitimacy. They have not been elected. 
They are not open or accountable. They preach reconciliation 
and have brought Hutus, in some number, into government. 
But power lies with the Tutsis, who are doing little to heal the 
wounds or mend the fabric. They treat outsiders with prickly 
anger. And in their awful prisons are 130,000 people accused 
of crimes of genocide. If the wheels of justice turn at their cur- 
rent rate, most will die of old age before coming to trial. 

Rwanda does not look as if it is travelling the path to 
reconciliation and peace. It has poisoned the whole Great 
Lakes region. Anti-government forces are gathering strength 
both inside Rwanda and in neighbouring Congo. In the 
north-west, extremist Hutus wage a murderous terror cam- 
paign, countered by a just-as-deadly campaign by the army. 

Rwanda needs help, and should get it. That means the UN 
and its agencies must remain engaged. To remove some of the 
sting of the Rwandan criticisms, the u—and, above all, the 
countries that run the UN—must investigate more thoroughly 
their role in the failures of 1994. Belgium has done so; France 
is following suit. But the United States has still to examine the 
record. The best course would probably be an inquiry by the 
UN itself, aimed at revealing how much it, and so all its influ- 
ential members, knew about the genocide before it hap- 
pened, and why more was not done to stop it. 

Outsiders should also ask why the UN has spent over 
$120m on its international tribunal for Rwanda (caseload, 23) 
while only half that sum has been found to help rebuild 
Rwanda’s judicial and penal systems (caseload, 130,000). The 
urgent need is to try the ring-leaders responsible for the geno- 
cide, and to give an amnesty to the smaller fry. Greater self 
criticism, and generosity, among outsiders would enable 
them to put more pressure on the Rwandan government to 
promote the national reconciliation it so emptily talks about. 





Pakistan’s moment 


Don’t blow it 


EN THE government of Pakistan may soon prove, it is easier 
to start a nuclear chain reaction than to stop one once it 
has started. Pakistan's first stunned response to India's nu- 
clear tests last week quickly turned to anger that India could 
step so brazenly across the nuclear threshold. Then came fury 
at the shrill triumphalism of India's governing Hindu-na- 
tionalist Bharatiya Janata Party (BJP). Then followed disgust 
that, with the exceptions of America, Japan and a few others, 
the volley of criticism directed at India from around the 
world was not at once matched by actions—cutting aid, loans, 
technology, trade and defence ties—that would exact a truly 
painful price for India’s flagrant disregard of the anti-testing 
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norm. So will Pakistan now follow India’s nuclear lead? 

The most likely answer is that it will. Pakistan has the tech- 
nology and is readying its test site. Sibling rivalry—bitter since 
birth—has long dictated that Pakistan must strain every mili- 
tary sinew to match technologically whatever India can do. 
Both have long had the ability to build the bomb, but offi- 
cially haven't. Now that India has blasted away all ambiguity 
and declared itself a nuclear-weapons power, Pakistan is un- 
likely to want to keep the veil of modesty over its nuclear ca- 
pabilities. All the more so since answering India's nuclear 
blast with a Pakistani counter-blast would be greeted with 
huge popular approval at home. Indeed the government may 
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fear that failure to do so quickly could prove electorally fatal. 
Yet it would be wrong to assume that Pakistan’s govern- 
ment has no choice. The popularity induced by such technol- 
ogy spectaculars can be punishingly short-lived—as Indira 
Gandhi found to her cost after India’s first, supposedly 
“peaceful”, nuclear explosion in 1974, and as India’s new gov- 
ernment may soon discover as it moves on to the more mun- 
dane and difficult job of governing the country. And Pakistan 
probably does not need to carry out a test to be sure of its own 
deterrent: it almost certainly already has the blueprint of a 
Chinese-designed nuclear warhead. Meanwhile India not 
only expects but would positively welcome a Pakistani test 
since it would deflect opprobrium from itself and help to 
save it from the pariah status that now threatens to befall it. 


The glow of self-restraint 


There are other reasons, too, for Pakistan to hesitate before 
taking the next fateful step up the ladder of nuclear escala- 
tion. America, Japan and others will apply the same sanctions 
to Pakistan as they have to India, but these will hit debt-en- 
cumbered Pakistan disproportionately harder: while India 
may hope to swat most of them aside, Pakistan cannot. All the 
more reason why those countries, notably but not only Brit- 
ain, that have shamefully refused to apply sanctions to India 
should think again. The more India suffers economically for 
its actions, the more reassured Pakistan will feel, and the 
stronger will be the economic arguments against a matching 
Pakistani test. It would help, too, if such mounting costs to 


India could be set alongside real benefits—aid, debt relief, 
technology—for Pakistan. 

The final calculation of costs and benefits will follow the 
talks Pakistan’s emissaries have been having this week with 
other governments around the world, including Pakistan’s 
chief military ally, China. But there is also a potentially huge 
benefit to Pakistan from not testing that cannot be measured 
in cash terms. For decades Pakistan has been overlooked as an 
awkward, badly behaved little brother: its politics venal, its 
government usurped by military men of little vision. India, 
by contrast, though its politics can also be venal and its gov- 
ernments weak and short-sighted, has nonetheless enjoyed 
far greater respect as a plucky democracy on its way, however 
haltingly, to acceptance as a mature and responsible power. If 
Pakistan could keep its finger off the nuclear button, however, 
this would be the moment to turn the political tables on In- 
dia. Pakistan’s refusal to be stampeded over the nuclear brink 
would contrast memorably with the crude and blinkered na- 
tionalism of India’s BjP-led government. 

And if Pakistan does go ahead with a test? Many govern- 
ments have held off applying sanctions to India, even though 
that makes a Pakistani test more likely, in the hope that both, 
having tested their weapons, will then sign the comprehen- 
sive test-ban treaty. Don't count on it. Cocksure India wants to 
set conditions for merely respecting certain bits of the treaty. 
Either way, letting India off lightly merely enlarges the hole 
India has blown in efforts to halt the spread of nuclear weap- 
ons—and shows others, not just Pakistan, the way through. 





Geneva's trade convention 


Photo-opportunities clinched, real ones missed 


F MUTUAL back-patting is your thing, the place to be this 

week was Geneva, where ministers from around the world 
gathered to raise a glass to the multilateral trading system, 
which turned 50 this year, and to swap haven't-we-done- 
wells. They cheered the GATT's success in razing protectionist 
walls, the new World Trade Organisation's impressive record 
in arbitrating trade quarrels, their own success in wrapping 
up the leftovers of the eight-year-long Uruguay round, and 
more. Tocap it all, Bill Clinton dropped by (albeit reluctantly) 
with some ideas for reforming the wro and an offer to host 
the next global trade summit next year. That even got a clap 
from Fidel Castro, seated yards away. 

Presumably, then, the march towards global free trade is 
as determined as ever? Not quite. There was progress here and 
there, to be sure. Hours before MrClinton spoke, America and 
the European Union resolved one of their bitterest trade 
rows, over foreign investment in Cuba and Iran. After he left, 
the wro's members clinched an agreement to keep transac- 
tions on the Internet duty-free; several rich countries vowed 
to eliminate tariffs on imports from the poorest nations; and 
all agreed to talk again soon about trade in services and 
heavily subsidised farm products. But what matters more are 
the questions that were not resolved: the “new issues” of com- 
petition rules and environmental protection, and whether to 
begin work on a ninth round of global trade talks. 
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Starting a new round was bound to be difficult. Many 
poor countries say they haven't yet digested the last one; some 
rich countries balk at the thought of another eight-year haul. 
But the ambivalence of the European Union and America is 
making matters worse. Sir Leon Brittan, the EU's trade com- 
missioner, has called for a “millennium” round, but his free- 
trade credibility is ever undermined by the countries he rep- 
resents. How can we take him seriously, ask the EU's trading 
partners, when EU members still impose tight restrictions on 
many imports and subsidise their farmers so heavily? And as 
the world's biggest exporter by some way, America has tradi- 
tionally pushed multilateral liberalisation hard, even when 
other big countries wavered. That is no longer so. 


A wavering champion 

A first sign was Mr Clinton's belated, half-hearted and ulti- 
mately unsuccessful attempt to win fast-track trade-negotiat- 
ing authority last year. But he has also damaged America's 
multilateral credentials by concentrating on regional trade 
agreements, such as NAFTA and the Free Trade Area of the 
Americas, which distort trade by discriminating against non- 
members. The administration is wary of global trade pacts 
partly because it fears offending environmentalists, protec- 
tionist-minded Democrats and trade unions. The United 
States has even said it might refuse to comply with wro rul- 
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LEADERS 


ings that are unpopular at home. The result is a trade policy 
that is muddled and devoid of vision. At the Geneva meeting, 
Mr Clinton said he wanted to see something “faster and bet- 
ter” than past trade rounds—but neither he nor his officials 
offered to elaborate. 

The crucial point they miss is that the time-honoured way 
of liberalising trade, through multilateral rounds encompass- 
ing all parts of the economy, isn’t broken and doesn’t need 
fixing. In fact, this approach has big advantages over talks on 
a lesser scale. By including many industries, negotiators have 
more scope to strike bargains: a rich country might lower its 
textile tariffs if poor countries reduce barriers to imports of 
computers, say. Multilateral talks reflect a broad spread of in- 
terests; sector-by-sector liberalisation is more open to special- 
interest manipulation. Above all, multilateralism is fair. With 


few exceptions, a concession given to one member of the wro 
must be offered to all the rest. 

Thorny issues do need to be addressed. One is the rela- 
tionship between trade and the environment—a matter best 
discussed outside the wTO, but one that cannot be ignored. 
Another, which should rightly be part of the wro’s remit, is 
“domestic” regulation that creates de facto barriers to trade. 
Turning away from multilateralism will not bring the an- 
swers to such questions any closer. If anything, they will be 
harder to tackle country by country or sector by sector. As pub- 
lic suspicion of globalisation grows, the burden falls on gov- 
ernments that claim free-trade credentials to present their 
case forcefully, not to water it down. Unless they push for a 
new, broad-based round of talks, their avowed goal of freer 
trade will slip further from their reach. 





Northern Ireland’s vote 


Why unionists should grab the Northern Ireland peace deal with both hands 


RR UL OUT the tortuous Northern Irish peace negoti- 
ations it was commonly and piously said that if only the 
politicians would listen to ordinary people, there would be 
peace. But as Northern Ireland prepared to vote on the deal 
on May 22nd, politicians campaigning for a Yes became in- 
creasingly anxious that a lot of ordinary people will actually 
say No to the painfully-crafted compromise. As The Econo- 
mist went to press the polls were suggesting that the referen- 
dum would return a Yes overall. But some polls also suggested 
that a significant number of Protestant unionists—possibly 
even a majority of them—would reject the deal. 

A No vote from unionists—or even a weak Yes—would put 
the whole, fragile agreement in peril. In broad terms, a settle- 
ment in Northern Ireland will work only if it is acceptable to 
the mainstream of both communities. More specifically, the 
new Northern Irish assembly will be able to pass laws only if 
there is "sufficient consensus"—which the agreement defines, 
basically, as a majority of both the nationalist and unionist 
representatives. If the unionist block is dominated by 
rejectionists, they could make the new assembly unworkable. 

This alarming scenario may yet be avoided. But even if a 
strong majority of unionists ultimately vote Yes, the No cam- 
paign has still raised legitimate questions which deserve an- 
swers. As the campaign has unfolded it has become clear that 
their reservations centre less on the constitutional arrange- 
ments set up by the agreement and more on a couple of emo- 
tive side issues—the “decommissioning” of weapons and the 
release of prisoners convicted of terrorist offences. 

Unionists have long insisted that it would be abhorrent 
for Sinn Fein, the political representatives of the IRA, to take 
positions in a Northern Irish cabinet, unless and until the IRA 
begin to disarm. Tony Blair has sought to assure them on this 
point. But many unionists distrust Mr Blairs assurances— 
and they are right to. The IRA has shown no willingness to 
disarm, while the British government has, in the past, shown 
every willingness to dodge around the decommissioning is- 
sue to keep the peace train on the tracks. 

Yet even without decommissioning, a Yes vote still makes 
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sense for all sides in Northern Ireland. The fact that the IRA 
are hanging onto their weapons is not proof that they intend 
to use them in the forseeable future—it is just as likely to re- 
flect their unwillingness to be seen to "surrender" and their 
distrust of the Protestant-dominated police. If the fear of a 
return to violence is the issue, that is much more likely to be 
provoked by dashing the peace process on the rock of de- 
commissioning, than by allowing Sinn Fein into a cabinet. 

The question of prisoner releases is just as tricky. The Brit- 
ish government made a huge public relations blunder by al- 
lowing some IRA men with particularly bloody records to 
leave jail and be feted at a Sinn Fein conference. This merely 
highlighted the promise that almost all convicted terrorists 
will be released within two years—which seems unjust and 
even possibly dangerous. Yet the fact is that only prisoners 
belonging to organisations that are maintaining ceasefires 
will be released, and even they will be let out “on licence"— 
which means they will be yanked back if they re-offend. And 
even if all convicted paramilitaries were kept in jail for the 
rest of their sentences, past experience has shown that if con- 
flict ever flares again, the IRA and other groups will anyway 
have little trouble finding new recruits. 


The consent principle 

Beyond the questions of weapons and prisoners, unionists 
have to ask themselves if they have a real and workable alter- 
native to the deal on offer. The status quo may no longer be 
available. The paramilitary ceasefires that have been main- 
tained during the peace process would probably crumble. 
Perhaps more important in the long term, so might patience 
for Northern Irish unionism in the rest of Britain. 

Unionists should reflect that above all this agreement pro- 
tects them from the one thing they have always feared most— 
being forced into a united Ireland against the consent of the 
majority of the population of Northern Ireland. It would be 
perverse for unionists to reject a deal based on the very princi- 
ple for which they have long—and rightly—campaigned. 





THE ECONOMIST MAY 23RD 1998 


| 


LSXCPF- We. re A, 
+” >*, 4a 





Play nicely, or not at all 


The antitrust suit launched against Microsoft on M 
tant in two decades. The outcome will determine the 


18th is the most impor- 
ofthe world’s most 


successful technology firm, and of computing itself 


HEN it came, there was almost a 
sense of relief. The posturing and the 
sparring were at an end. This was the real 
thing—an antitrust action to close the cen- 
tury, as central to the functioning of the 
modern economy as was the case against 
John D. Rockefellers Standard Oil which 
opened it. There was also a feeling that this 
storm had been brewing for most of the de- 
cade. For years Microsoft has been wres- 
tling with the American government over 
how it has used its Windows monopoly of 
PC operating systems, built in the 1980s, to 
extend its grip on the software market. 
Remarkably, this long phoney war— 
which has seen a deadlocked Federal Trade 
Commission investigation, a consent de- 
cree to head off earlier Justice Department 
attentions and an escalating legal tussle 
that began last October—leaves Microsoft 
little changed. Other firms might have seen 
what was coming, but Microsoft either did 
not or decided to ignore the warnings. The 
way it does business and the super-aggres- 
sive culture personified by the founder, Bill 
Gates, have softened hardly at all. At no 
point has Microsoft deviated from its insis- 
tence that any action to circumscribe it 
would so obviously be contrary to the pub- 
lic good that it would rather fight than con- 
cede. Anyway, fighting and winning is 
what makes Microsoft what it is. 
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Despite the enervating effects on its 
business of a long-drawn-out antitrust 
case—never mind the penalties that may be 
exacted if Microsoft loses—the company's 
top brass, not least the pugilistic Mr Gates, 
appear to be rolling up their sleeves with 
something approaching relish. They are 
convinced of the justice of their cause and 
the government's inability to grasp what 
makes the computing industry tick. 

Joel Klein, the Justice Department's qui- 
etly spoken top trustbuster, is also confi- 
dent. He is convinced there is evidence of 
monopoly abuse at the company. As he 
said on Monday at the press conference 
which launched his own suit and that of 20 
state attorneys-general: "What cannot be 
tolerated—and what the antitrust laws for- 
bid—is the barrage of anti-competitive 
practices that Microsoft uses to destroy its 
rivals and to avoid competition." 

Mr Klein and economic advisers to the 
Justice Department, such as Carl Shapiro of 
the University of California at Berkeley, are 
clear that the case he is bringing and the 
remedies he is seeking stand squarely with- 
in the bounds ofthe Sherman act's antitrust 
doctrine. Professor Shapiro says: "The case 
is carefully crafted to push the law a little 
perhaps, but not so much that a court is be- 
ing asked to embrace sweeping new theo- 
ries about how antitrust applies to the soft- 
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ware industry" That said, 
neither Mr Klein nor Mr Sha- 
piro would deny that the gov- 
ernment is trying to do some- 
thing remarkably bold: to set 
the framework for compe- 
tition in the high-tech econ- 
omy, no less. 


Dominance games 

The attorneys-general have 
complained about the means 
by which Microsoft has man- 
aged to dominate the lucra- 
tive market for office suites 
(applications that combine 
word processors, spreadsheets 
and presentation tools) But 
everyone knows that it is the treatment of 
Netscape Communications and its Naviga- 
tor Web browser—a piece of software that 
enables computer-users to navigate the In- 
ternet easily—that is at the heart of the 
complaint. 

Mr Klein alleges that Microsoft acted il- 
legally to counter Netscape's Navigator 
browser. Microsoft feared that Navigator, 
with its rival user interface, could subordi- 
nate Windows as people increasingly used 
their PCs to access the Web. To add to the 
menace, the new Java programming lan- 
guage, developed by another Microsoft en- 
emy, Sun Microsystems, had the potential 
to create applications programmes that 
could be pulled down from servers linked 
to the Internet and would run on any op- 
erating system. If Netscape remained the 
leading supplier of browsers, Windows 
would risk being turned into an almost ir- 
relevant commodity, and Netscape rather 
than Microsoft would control the gateway 
that leads to the Internet. 

Over many months, Mr Klein's team 
has unearthed Microsoft documents which 
appear to confirm that Microsoft really did 
see the threat in these apocalyptic terms. 
Moreover, the firm hatched a strategy to see 
Netscape off by deploying its financial 
strength, the unmatched distribution of 
Windows and its control over the PC 
desktop—the "first screen" displayed after a 
computer is booted up. 

Mr Klein's first, and new, charge is that 
Microsoft initially tried to push Netscape 
into colluding with it. At a meeting with 
Netscape in May 1995, he alleges that 
Microsoft proposed that it would supply 
the browser for Windows, while Netscape 
could have all the non-Windows operating 
systems. Perhaps because that would have 
meant forsaking about 9096 of the market, 
Netscape declined. Then Microsoft “un- 
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lawfully" obliged PC manufacturers 
to install its browser, Internet Ex- 
plorer (1E), as a condition for receiv- 
ing licences for Windows 95. The De- 
partment of Justice has interviewed 
PC makers such as Compaq and 
Hewlett-Packard; they tell of bully- 
ing letters and telephone calls from 
Microsoft employees. Knowing that 
without Windows they have only in- 
ert beige boxes to sell, few put up 
more than a token protest. 

It was these tactics that first alerted the 
Justice Department last year, when it called 
fora $1m-a-day fine to punish Microsoft for 
breaking the consent decree it had signed 
in 1994 forbidding it to tie the sale or distri- 
bution of applications to the licensing of 
Windows. Microsoft's response was that it 
considered 1E to be part of the operating 
system and that in its negotiation of the 
consent decree it had established the right 
to develop enhancements of Windows. 
Microsoft's insistence that it and it alone 
defines what Windows is and what goes 
into Windows is central to the dispute. 

The Justice Department protests at 
Microsoft's insistence that computer-mak- 
ers must not alter the "first screen". This 
prevents customers from having a compet- 
ing browser displayed on equal terms. Im- 
plicitly, Microsoft is betting that its browser 
will win because Pc makers and their cus- 
tomers, when offered a prominently dis- 
played, pre-installed, wholly adequate and 
free Microsoft browser, will take the path of 
least resistance. 

Another bone of contention is the sup- 
posedly anti-competitive agreements that 
Microsoft has entered into with most of the 
large Internet service and online providers 
(Isps), such as America Online. In exchange 
for having their services displayed on lists 
within Windows, the tsps distribute their 
product exclusively with Microsoft's brows- 
er software. Mr Klein claims that nearly a 
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third of browser users get their software 
from isPs. Microsoft describes these agree- 
ments as perfectly normal cross-marketing 
deals, apparently forgetting that monopo- 
lists are obliged to behave less aggressively 
than normal firms. Under the Justice De- 
partment's scrutiny, Microsoft has modi- 
fied some of these arrangements, but Mr 
Klein dislikes the new ones nearly as much 
as the old. 

The Justice Department also refers to 
"predatory pricing". Microsoft gives its 
browser away. (Netscape did the same, ini- 
tially. However, it was vital to Netscape's 
business model to begin charging for Navi- 
gator once people knew what it was.) Mr 
Klein suggests that versions of Windows 98 
without 1E, which he wants to see licensed 
to computer makers, should be cheaper 
than those with the browser. This could be 
extended to other new features, leaving 
other software companies more confident 
that they will not see their innovations sub- 
sumed into the Windows maw. PC makers 
and consumers could choose between a ba- 
sic Windows product (adding their own 
preferred applications) that would fall in 
price over time and a more expensive Win- 
dows that would incorporate new features. 

Perhaps most damaging to Microsoft is 
the slew of memos that have been un- 
earthed. Jim Allchin, a senior vice-presi- 
dent, wrote at the end of 1996 that unless 
Microsoft was to "leverage Windows...I 
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don't understand how IE is going to 
win. Maybe free helps, but once peo- 
ple are used to a product it's hard to 
change them. My conclusion is that 
we must leverage Windows more. 
Treating 1E as just an add-on to 
Windows...loses our biggest ad- 
vantage—Windows market share." A 
month later Mr Allchin urged: "If 
you agree that Windows is a huge as- 
set, then it follows quickly that we 
are not investing sufficiently in find- 
ing ways to tie IE and Windows together." 
He concluded, "Memphis [the in-house 
name for Windows 98] must be a simple 
upgrade, but most importantly it must be a 
killer on OEM [original equipment mak- 
ers—industry jargon for pc manufacturers] 
shipments so that Netscape never gets a 
chance on these systems" Other memos 
talk of “eradicating” the "Netscape pollu- 
tion", "killing cross-platform Java" and 
"stealing" the Java programming language. 


Er, what we meant to say... 


Assuming these documents are genuine, 
and nobody has suggested otherwise, it 
seems that the main purpose of Windows 
98, which was released to Pc makers on 
Monday, was to deliver the knock-out blow 
to Netscape. Certainly, few computer ana- 
lysts see much in Windows 98 that is new. A 
few bugs have been eliminated, a so-called 
Universal Serial Bus should make it easier 
to configure things like printers and 
modems (Windows 95's “plug and play” 
became known as "plug and pray”), files 
are stored more economically and there are 
one or two other useful features such as bet- 
ter management of notebook-battery con- 
sumption. But you don't have to be a cynic 
or a conspiracy theorist to suspect another 
purpose behind Windows 98. 

Mr Klein is determined to get a prelimi- 
nary injunction to require Microsoft either 
to remove IE from Windows 98—impossi- 
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ble, much too tightly integrated says 
Microsoft—or include Navigator within 
Windows. The states go further, demand- 
ing that a third browser be installed. Com- 
puter makers would have the right to re- 
move any or all of them according to their 
customers’ preference. The injunction 
would also give the manufacturers the right 
to replace Microsoft's first screen with one 
of their own, giving other software compa- 
nies a piece of what Microsoft has de- 
scribed as the most valuable real estate in 
the world. 

However much Microsoft is relishing 
the fight, it is furious at the injunction. Mr 
Gates says it is like telling Coca-Cola to in- 
clude three cans of Pepsi in every six-pack. 
This misses the point: since when did Coke 
have a monopoly of distribution in the 
soft-drinks market? Even so, the injunction 
may give rise to serious legal objections. Is it 
right to create a legally sanctioned duopoly 
in browsers? What about infringement of 
Microsoft's intellectual property rights over 
the look and feel of Windows? 

A ruling on the injunction can be ex- 
pected within the next six weeks (a prelimi- 
nary hearing is scheduled for May 22nd). 
The Justice Department is delighted that 
the judge involved will be Thomas Penfield 
Jackson, who showed his frustration with 
Microsoft in arguments over the 1995 con- 
sent decree. Even if the government is suc- 
cessful, Microsoft is certain to appeal. 

Relief for Netscape cannot come a mo- 
ment too soon if it is to survive as a viable 
browser competitor. It may still have about 
5096 of browser use, but its installed base is 
falling fast. The combination of Windows 
98 and the planned launch next Spring of 
Microsoft's NT 5.0 operating system for cor- 
porate networks should just about finish 
the browser war in Redmond's favour. 
Even now, it is debatable whether Net- 
scape, bruised and battered, really wants to 
be hosed down and sent in for another 12 
rounds with Microsoft. 


The mother of all battles 


Microsoft's approach to the legal war of at- 
trition is clear. It regards the contracts with 
computer makers and IsPs as a “sideshow”. 
The implication is that with the launch of 
Windows 98 they have already done their 
job. The real battle for Microsoft is the same 
as always: to defend the company's right to 
add features to Windows and to defeat 
what it sees as the government's attempt to 
define and design the operating system. To 
Microsoft that is not only a frontal assault 
on its business—without Windows up- 
grades every three years, what else do we 
do?, Microserfs wail—but a threat to its abil- 
ity to innovate and give customers what 
they want. As the PC evolves, most recently 
as a device for Web-surfing and e-mailing, 
so Windows must evolve with it. 

Microsoft is convinced that its custom- 
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ers are satisfied with the Windows 
price/performance equation in which they 
get more bells and whistles for relatively lit- 
tle extra money (never mind that prices of 
other software have fallen and prices of pcs 
are tumbling). When people know more 
about its plans to introduce natural-lan- 
guage commands and software that adjusts 
to the way individuals work, they will start 
to wonder whose interests the government 
is serving. The company may drag the in- 
vestigation out as long as possible. With lit- 
tle chance of the main case coming to court 
for two or three years, Microsoft can expect 
a changing of the guard at both the White 
House and the Justice Department. 

It is also more than possible that the 
technology caravan may have moved on 
before the case reaches its bitter end, as it 





did during the 13-year investigation of 1BM. 
Whether technology moves on in a way that 
is favourable to Microsoft is something that 
the company is less keen to speculate about. 
Microsoft says it is determined that the in- 
vestigation should not paralyse its busi- 
ness. Windows enhancements will be in- 
troduced when they are ready and the 
government will have to get fresh, and per- 
haps increasingly unpopular, injunctions 
to stop them. 


The price you pay 

For all Microsoft's swagger, there is a whiff 
oftragedy in all this. Whatever the firm may 
say, the investigation will take its toll. 
Microsoft will be distracted. A wonderful 
company, one of the best in any industry, 
will be damaged. 

Just how much, is far from clear. The 
scope of the investigation is unlikely to be 
as narrow as the initial complaint or the 
sought-for remedies indicate. Given 
Microsoft's history, nobody has much con- 
fidence that new attempts to change its 
ways will succeed. More radical solutions, 
such as declaring Windows a regulated "es- 
sential facility", will probably gain mo- 
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mentum. The government also has time on 
its side when deciding what to do about NT 
5.0—the real future money-spinner, which 
incorporates features that may crush 
Netscape’s server-software business and 
Novell's directory-service product. 

If this escalation comes to pass it will be 
because Microsoft has a flaw at its heart. 
Bill Gates has an ability to visualise and im- 
plement a business strategy that is almost 
unmatched. But the clarity of vision is too 
often accompanied by blinkers. The flip 
side of flawless execution is a ruthlessness 
that takes Microsoft to the edge of—and 
perhaps beyond—the law. Mr Gates domi- 
nates his company as few men do. The re- 
porting structure is flat, he controls every 
detail. For the bright, aggressive, relent- 
lessly striving people who work for him 
“face-time with Bill” is everything. 

The Redmond campus, a few miles 
from Seattle, though superficially relaxed is 
in fact a tense, nervy place that feels far re- 
moved from the other technology centres of 
America. Without the day-to-day contact 
with rivals and partners that shapes the 
ecology of Silicon Valley, Microsoft's ten- 
dency to see itself as permanently embat- 
tled is intensified. Noticeboards at Red- 
mond carry slightly sinister cartoons 
showing how erstwhile rivals like Lotus 
and Novell have met their match. 

The thing that strikes anybody who has 
followed the fortunes of this extraordinary 
company and which puzzles both friend 
and foe is the absolute refusal of Bill Gates 
to accept the responsibilities that go with 
monopoly—or even that he has a monop- 
oly. Intel's Andy Grove, though not averse 
to the occasional act of brutality, realised 
more than 12 years ago that his company 
was heading for dominance and would 
consequently need to watch its act. 

Everyone at Intel who has dealings with 
other companies is schooled in antitrust 
law. Intel insiders regard the macho 
memos circulating in Redmond, and 
which the Department of Justice has netted 
in such numbers, as, at best, examples of 
near-suicidal indiscipline. Intel has its own 
problems with regulators—it is once again 
under investigation by the Frc—but seems 
confident that at least it hasn't created a ver- 
itable arsenal of smoking guns. 

It may be that this antitrust case will 
prove unnecessary. The advance of technol- 
ogy may in time be unkind to Microsoft. 
The firm could be left with its monopoly of 
the desktop pc—but big fully-featured op- 
erating systems like Windows might come 
to seem like rBM's mainframes, important 
only as one element in a computing world 
of great diversity. With hindsight, then, the 
case could seem beside the point, an in- 
stance of generals continuing to fight the 
previous war. But for now, and on the basis 
ofthe evidence revealed so far, it is justified. 
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Indonesia’s President Su- 
harto resigned, after weeks of 
protests and demands for his 
departure from more and 
more Indonesians. He 
handed over to the vice-presi- 
dent, B.J. Habibie, a former 
minister of research and tech- 
nology, and a keen promoter 
of Islamic values. Indonesia’s 
students, however, continued 
to call for reform. 


Pakistan postponed a possi- 
ble nuclear test, hoping to be 
rewarded internationally for 
its restraint. India countered 
American sanctions, imposed 
after its five nuclear tests, by 
opening its doors to foreign 
investors. 


About 300,000 people were 
evacuated from Bangla- 
desh’s coastal areas as 
severe storms battered the 
country. 


Cracks 


Under a reformist leader, 
Montenegro came closer to 
breaking away from Yugosla- 
via. It refused to recognise a 
new prime minister of the 
federal republic, which is 
made up of Serbia and Mon- 
tenegro. The new man was 
appointed by Yugoslavia’s 
embattled president, Slobo- 
dan Milosevic. 


At its annual summit, this 
year in Birmingham, the G8 
group of rich countries plus 
Russia called for a new round 
of negotiations to liberalise 
trade and promised quicker 
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debt relief for poor countries. | Germany’s chancellor, 


After the meeting, the United 
States ended a two-year row 
with the Eu by agreeing to ex- 
empt European companies 
from sanctions against firms 
investing in Iran, Libya and 
Cuba. 


Alexander Lebed, an ex-gen- 
eral, was elected governor of 
Krasnoyarsk, a mineral-rich 
region of Siberia. The victory 
makes him a serious con- 
tender for the Russian presi- 
dency in 2000. 


Russian stockmarket 
RTS index, Sept Ist 1995=100 





Russia’s central bank raised 
interest rates from 30% to 50% 
as confidence in the rouble 
weakened. Miners, doctors 
and other government work- 
ers went on strike over un- 
paid wages and the Commu- 
nist Party, the largest in 
parliament's lower house, 
started impeachment pro- 
ceedings against the presi- 
dent, Boris Yeltsin. 


The main government build- 
ing in Makhachkala, capital 
of the southern Russian re- 
public of Dagestan, was 
seized by an armed group. 
The action threatened to 
presage violent conflict be- 
tween rival factions in the 
multi-ethnic state, which bor- 
ders Chechnya. 


The wife of the mayor of 
Paris, a member of the Gaull- 
ist party of President Jacques 
Chirac, was questioned in a 
corruption probe; a newspa- 
per alleged that the Paris city 
council had paid some 200 
people to do nothing when 
Mr Chirac was mayor. 





| 
| 
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Helmut Kohl, facing an up- 
hill struggle for re-election in 
September, won enthusiastic 
backing from fellow Chris- 
tian Democrats at their an- 
nual convention. 


| The British government an- 


nounced a long-awaited deci- 
sion on trade-union rights. 
An employer will be com- 
pelled to recognise a union if 
40% of the total workforce 
vote in favour of union 
representation. 


One-man band 


In Nigeria, 34 leading politi- 
cians have urged Sani Abacha 
not to stand as sole candidate 
in an election next August 
which is supposed to return 
the country to civilian rule. 


American officials tried to 
mediate between Eritrea and 
Ethiopia after their armies 
clashed on their border. 


A summit called by Congo to 
discuss Africa's Great Lakes 
region was boycotted by 
Uganda and Rwanda and 
therefore cancelled. 


Israel's Supreme Court began 
hearing petitions from Israeli 
human-rights groups and Pal- 
estinian detainees to ban the 
violent interrogation, 
amounting to torture, of Pal- 
estinian prisoners. Shin Bet, 
Israel's security service, de- 
fends these methods as “abso- 
lutely essential”. 


Two British nurses, jailed in 
Saudi Arabia in 1996 for the 
murder of a colleague, were 
pardoned by King Fahd. 


Campaign finance 


In the United States, it 
emerged that a Democratic 
fund-raiser, Johnny Chung, 
had told federal investigators 
that he funnelled nearly 
$100,000 from a Chinese 
military officer to the Demo- 
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crats in 1996. The administra- 
tion denied that it had 
known the source, and also 
denied that the donations 
had had any influence on 


| policy towards the export of 
| space technology to China. 


Republicans in Congress de- 
manded an investigation. 


A bipartisan commission on 
reform of the American So- 
cial Security (pensions) sys- 
tem recommended that the 
retirement age should be ex- 
tended from 65 to 70 by 
2029, and that a portion of 
the payroll tax levied on 
workers to finance the system 
should be diverted into per- 
sonal investment accounts. 


American customs agents ar- 
rested several dozen Mexican 
and Venezuelan bankers in 
an operation against drugs- 
money laundering. Ameri- 
can officials said that more 
arrests may be on the way. 





Fires continued to rage 
throughout Central America 
and Mexico, closing airports 
and spewing smoke as far 
north as Texas. El Nino is the 
culprit. Because it has de- 
prived the region of the heavy 
rains that this season usually 
brings, fires started by farm- 
ers to clear their land have 
burnt out of control. 


Despite the untimely demise 
of its colourful leader, José 
Francisco Pena Gomez, the 
chief opposition party in the 
Dominican Republic em- 
barrassed the government by 
winning most of the seats in 
congressional and local 
elections. 
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Under scrutiny 





America’s Justice Department 
and 20 states charged 
Microsoft, the world’s biggest 
software maker, with break- 
ing antitrust laws. Microsoft 
stands accused of abusing its 
monopoly power in trying to 
destroy Netscape, its main 
competitor in browsers, a 
software tool for navigating 
the Internet. 


Faced with paying $6.6 bil- 
lion to settle litigation with 
the state of Minnesota, Amer- 
ica’s two biggest tobacco 
companies, Philip Morris 
and RJR Nabisco, took $1 bil- 
lion-worth of charges in the 
first quarter. Both are raising 
the price of their cigarettes. 


The European Commission's 
antitrust head, Karel Van 
Miert, said he would block 
the $37 billion merger be- 
tween two American 
telecoms giants, MCI and 
WorldCom, unless they dealt 
with competition worries. 


A troubled American hospital 
chain, Columbia/HCA 
Healthcare, is selling $1.2 bil- 
lion-worth of hospitals to 
non-profit making bodies. 
Still facing charges of de- 
frauding Medicare, the fed- 
eral government's health-care 
programme for the elderly, 
Columbia/HCA has plans to 
divest a third of its more than 
300 hospitals and other med- 
ical facilities. 


DuPont, an American chemi- 
cals group, agreed to pay $2.6 
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billion for Merck's stake in 
their drugs joint venture. 
DuPont is raising its profile 
in drugs and biotechnology 
while pulling back from some 
less glamorous chemicals 
businesses. Earlier, the com- 
pany announced it would 
spin off its Conoco oil subsid- 
iary, worth up to $30 billion. 


British Biotech's chief execu- 
tive, Keith McCullagh, an- 
nounced that he will leave in 
September. Britain's leading 
biotechnology firm has been 
dogged by accusations that it 
misled shareholders about 
the success of its drugs in 
clinical trials for pancreatic 
disease and cancer. 


Going once 


Two weeks after buying a 29% 
stake in Christies Interna- 
tional, Francois Pinault's Ar- 
témis holding company 
made an agreed bid for the 
remainder, valuing the inter- 
national auction house at 
£721m ($1.18 billion). 


Ahold, a Dutch-based super- 
market group with global am- 
bitions, is consolidating its 
position in America with a 
$2.7 billion bid for Giant 
Food, raising to more than 
1,000 the number of stores it 
runs on the eastern seaboard. 





SS ee 
Television, telephones and 
pager services to millions of 
Americans were interrupted 
after a satellite operated by 
PanAmSat wobbled out of 
control. 


But lovers of new technology 
were cheered by an an- 
nouncement from IBM, Intel, 


Ericsson, Nokia and Toshiba. 
The companies have devel- 
oped a new way for mobile 
electronic devices such as 
phones and laptop PCs to 
communicate wirelessly and 
seamlessly using short-range 
radio signals. 


A British media group has be- 
come the world's biggest edu- 
cational publisher. Pearson 
paid $4.6 billion for Simon & 
Schuster's education and ref- 
erence division and will com- 
bine the educational part 
with its Addison Wesley 
Longman business. (The refer- 
ence unit is being sold on to 
an investment firm for $1 bil- 
lion.) Pearson will shed a few 
more disparate units to help 
pay for the purchase. 


Canada's Seagram is still 
hanging in there. Two invest- 
ment groups dropped out of 
the bidding for PolyGram, 
Philips's huge record division, 
leaving the Canadian drinks 
and entertainment group to 
consider selling assets to fi- 
nance a $10 billion-plus bid. 


Decaux, a French advertising 
group, received a setback 
when its £475m ($775m) bid 
for Britain's More Group was 
referred to the Monopolies 
and Mergers Commission. 


Japan's second-biggest car 
maker, Nissan, announced 
even worse results than had 
been expected only a few 
weeks ago. With Honda and 
Toyota making bumper prof- 
its, Nissan said it lost Y14 bil- 
lion ($114m) last year. The 
firm promises to be more 
"profit-orientated" in future, 
and says it will sell some as- 
sets in order to cut costs and 
reduce its debts. 


Palladium, a metal used in 
mobile phones and laptop 
PCS, hit a record high, making 
it dearer than platinum for 
the first time. The price has 
more than trebled since the 


beginning of last year. 


BUSINESS THIS WEEK 


Sink fund 
crédit Lyon 





The European Commission 
and the French government 
at last agreed on a further res- 
cue of Crédit Lyonnais. 
France, said the commission, 
has poured between FFr102 
billion ($17.2 billion) and 
FFr147 billion into the bank, 
which must in return sell 
many of its European bank- 
ing assets outside France, 
shed domestic branches and 
let foreigners invest when the 
bank is privatised. 


Two huge agreed bids hit 
Belgium's financial ser- 
vices. Belgo-Dutch Fortis 
came up with a price of 
BFr409 billion ($11.2 billion) 
for Générale de Banque, the 
country's biggest bank. And 
Suez Lyonnaise des Eaux of 
France offered BFr178 billion 
for the 36.596 it does not al- 
ready own of Société 
Générale de Belgique, Bel- 
gium's biggest holding com- 
pany, with stakes in both For- 
tis and Générale de Banque. 


The European Commission 
proposed a minimum 20% 
withholding tax on Europe- 
ans who avoid tax by holding 
their savings in another EU 
country. Critics claim such a 
tax would handicap the bond 
market and drive investors to 
markets outside the Eu. 


America's fourth-largest gen- 
eral insurer, Nationwide 
Mutual, launched a $1.44 bil- 
lion hostile bid for Allied 
Group. Regulatory require- 
ments make hostile takeovers 
rare among insurers. 
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ASIA - PACIFIC 


Recasting The Role of Government 


BY MURRAY WEIDENBAUM 


ZET OT ULTI) | to Promote Economic Prosperity 





In a talk given at a Tokyo conference, 
a former U.S. presidential economic 
adviser argues that reducing the bur- 
den of regulation on business can 
spur economic growth and job creat- 
ion without adverse monetary and 
fiscal consequences. 

In no nation is there a government 
agency with a mission to depress the econ- 
omy or to accelerate inflation. However, 
many government actions - especially tax- 
ation, government spending, and regulation 
- have those undesirable effects. Regulatory 
costs are especially insidious. They are a 
hidden tax severely reducing the competi- 
tiveness of domestic businesses at a time 
when they face an increasingly global 
marketplace. 

Reducing the burden of regulation can 
contribute to more rapid economic growth 
without the adverse inflationary and curr- 
ency repercussions that often accompany 
more stimulating monetary and fiscal pol- 
icies. Reform of regulation responds speci- 
fically to policymakers’ desires to reduce the 
structural impediments to economic growth. 

Regulation is not a contest between 
"the forces of good" (meaning govern- 
ment) and "the forces of evil" (obviously, 
business). The reality is that the con- 
sumer is at the receiving end of the 
repercussions generated by regulation, 
Business is the middleman, which must 
collect higher prices from consumers to 
cover the cost of compliance. 

Regulation also reduces the degree of 
competition, the flow of innovation, and the 
production of new and better products 
because many government agencies have 
the power to decide whether or not a 
company can enter an industry or a new 
product go on the market. The justifications 
for the government's awesome regulatory 
power are worthy: to promote a cleaner 
environment, to achieve a healthier work- 
place, and to keep unsafe products off the 
market. Sadly, the reality is often different. 
The adverse effects of government reg- 
ulation are far more numerous than most 
people realise. They include: 

(1) the cost to taxpayers for supporting 
a galaxy of government regulators, 


(2) the cost to consumers in the form 
of higher prices, 

(3) the cost to workers in the form of 
jobs eliminated by regulation, 

(4) the cost to the economy resulting 
from the loss of enterprises which cannot 
afford to meet the onerous burdens of 
government regulations, and 

(5) the cost to society, as a whole, as a 
result of a reduced flow of new and better 
products and a less rapid rise in the 
standard of living. 


Reducing the burden of 
regulation can contribute 
to more rapid economic 
growth without... adverse 
inflationary and currency 
repercussions 


How can we reduce the burdens of 
regulation? We can start by questioning the 
traditional justification, which is the notion 
of market failure. For a variety of reasons, 
private markets are deemed not to work 
well enough. However, economists have 
also developed the companion notion of 
government failure, the tendency for the 
public sector to do more harm than good 
when it intervenes in economic activity. 

Secondly, we can begin to apply bene- 
fit/cost analysis to new regulations. Such 
analysis has been used for decades in 
examining government spending programs. 
It is a simple way of balancing market failure 
(as measured by potential benefits of 
government action) against government 
failure (costs of government action). Ben- 
efit/cost tests compensate for the fact that 
government decision makers do not face 
economic constraints. If the costs to society 
of a regulatory agency action exceed the 
benefits, that situation does not have an 
adverse impact on the agency. 

To implement a program of regu- 
latory reform, I offer four basic principles 
for guidance: 

(1) Government intervention is only 
warranted when markets do not work as 
well as regulation. The presence of "market 


failure" is a necessary but not sufficient 
condition for government to intervene. 

(2) The legislature and the regulatory 
agencies should estimate costs and benefits 
before they enact new laws or issue new 
regulations. 

(3) Whenever feasible, the power of 
market incentives should be enlisted in 
pursuit of society's goals instead of comm- 
and-and-control directives. The pressure of 
competition and the lure of profits should 
be recognised as forces vital to achieving a 
healthy and growing economy. 

(4) Delegations of authority by legis- 
latures should contain specific controls to 
ensure that regulatory authority is not 
exercised capriciously. The influence of 
business may be substantial, but the power 
of government can be overwhelming. 

A final thought. Government decision 

makers often overlook a fundamental fact in 
their rush to intervene in the private sector: 
individuals and private organisations have 
tremendous ability to deal on their own with 
the shortcomings of a modern economy. 
Relying on private initiative moves us closer to 
the ideal of a free society while simul 
taneously providing a powerful incentive to 
improved economic performance. 
Dr. Murray Weidenbaum is chairman of the Center for the 
Study of American Business at Washington University in St. 
Louis, Missouri, USA (http://csab.wustl.edu). In 1981 - 82, 
he served as chairman of President Reagan's Council of 
Economic Advisers; he was a member of the President's 
Economic Policy Advisory Board, 1982 - 89. This article is 
excerpted from a talk Dr. Weidenbaum gave at a Keidanren- 
Cato Institute Symposium in Tokyo, Japan. 


PFIZER FORUM ASIA - PACIFIC is an ADVERTISING 
SERIES SPONSORED IN THE INTEREST OF ENCOURAGING 
PUBLIC DISCUSSION ON POLICY QUESTIONS AND FEATURING A 
WIDE VARIETY OF VIEWS FROM LEADING POLICY EXPERTS. 


PFIZER |S A RESEARCH BASED, GLOBAL HEALTHCARE 
COMPANY. ITS PRODUCTS ARE AVAILABLE WORLDWIDE. 
THE COMPANY HAS FOUR BUSINESS SEGMENTS: 
PHARMACEUTICALS, HOSPITAL PRODUCTS. ANIMAL HEALTH 
AND CONSUMER PRODUCTS. PFIZER'S MISSION I$ TO 
DISCOVER AND DEVELOP INNOVATIVE, VALUE-ADDED PRODUCTS 
THAT IMPROVE THE QUALITY OF 
LIFE OF PEOPLE AROUND THE 
WORLD AND HELP THEM ENJOY 
LONGER, HEALTHIER. AND MORE 
PRODUCTIVE LIVES. 





PFIZER INC, STANHOPE HOUSE, 5TH FLOOR, 738 KINGS ROAD, 
NORTH POINT, HONG KONG 


ASIA 


Indonesia awakes to the 
post-Suharto era 


JAKARTA 


The euphoria surrounding President Suharto's resignation may soon fade as 
the country grapples with economic collapse and political uncertainty 


js end, when it came, was a muted af- 
fair:a hastily arranged television broad- 
cast from the palace on May 21st. President 
Suharto, looking his 76 years, apologised 
for any "shortcomings" and resigned. His 
constitutional successor, Vice-President 
Bacharuddin Jusuf Habibie, was sworn in; 
the armed-forces commander, General 
Wiranto, pledged support, and that was it. 
After 32 years, Indonesia entered 
the post-Suharto era. But Mr 
Suharto relinquished power as 
he wielded it: like a Javanese 
king. For all his lip-service to con- 
stitutional propriety, he wants to 
bequeath his country to an 
anointed successor. The popular 
anger that ousted him may not be 
assuaged for long. 

Mr Habibie is a life-long pro- 
tégé of Mr Suharto. They are said 
to be like father and son. But only 
two days earlier Mr Suharto had 
cast doubt on whether handing 
over power to the vice-president 
would restore confidence. So why 
did he select him? Probably be- 
cause the Javanese style is to di- 
vide and rule, and to make sure 
there is no challenger. 

In January, when it became 
clear that Mr Habibie was Mr 
Suharto's choice of vice-presi- 
dent, the stock exchange and the 
currency, the rupiah, plum- 
meted. Mr Habibie was seen as 
an erratic boffin, who in the tech- 
nology ministry promoted pro- 
jects such as aircraft making that were de- 
rided as expensive follies. The withdrawal 
of government support for them was one 
condition imposed by the Imr in return for 
$43 billion in loans. But Mr Habibie was 
duly endorsed by the People's Consultative 
Assembly (MPR) in March, when it ceremo- 
nially “elected” Mr Suharto for a seventh 
five-year term. Mr Suharto's handing over 
to his deputy now—for, he said, the rest of 
his term of office—is the latest of many poi- 
soned pills he has slipped the mF. 

Yet for all Mr Suharto’s efforts to dictate 
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the course of change, the rapid unravelling 
of the “New Order” he proclaimed in 1966 
was humiliating. For three months, stu- 
dent-led protests gathered momentum; ri- 
oting ravaged several cities, especially Ja- 
karta; an opposition leader, Amien Rais, 
became bolder in demanding Mr Suharto’s 
resignation. Yet still he clung on, offering 
only piecemeal concessions. May 20th, In- 





Jubilation, for now 


donesia’s “Day of National Awakening”, 
commemorating the birth of a nationalist 
movement against Dutch colonial rule, 
seemed destined for a showdown. The op- 
position threatened to mount huge pro- 
tests, bringing more than 1m people to Ja- 
karta’s Merdeka (Freedom) Square. 

To forestall this, Mr Suharto promised 
to shuffle his cabinet. It had offended many 
Indonesians to see the president’s daughter 
serving as minister of welfare and his golf- 
ing partner, a tycoon, in charge of trade and 
industry. But a ministerial shuffle was not 


going to be enough. On May 18th, groups of 
students, teachers, and even retired gener- 
als began arriving at parliament to press for 
Mr Suharto’s resignation. He had, after all, 
always insisted that the constitution was 
paramount, and this was the constitutional 
route to unseat him. 

Without apparent planning, parlia- 
ment became the focus of the protest move- 
ment. At one point some 30,000 students 
were gathered: they waved banners from 
the roof-tops, draped themselves from win- 
dows, and sang songs or listened to 
speeches calling monotonously for 
"reformasi". They dismissed an offer Mr 
Suharto made on May 19th to stand down 
after a new election. They did not trust him, 
and believed the transition would be 
marked by prolonged wrangling and an at- 
tempt to rig any voting. So, for fun, they 
made up new slogans calling for 
his immediate resignation, and 
hanged him in effigy. 

On May 20th, the scene out- 
side parliament was like a carni- 
val. Elsewhere, heavily armed sol- 
diers manned barricades; tanks 
and armoured personnel carriers 
lurked at deserted road junc- 
tions, and squads of black- 
helmeted troops toured the city 
on motor-cycles. The security pre- 
cautions succeeded in blocking 
the planned protest. At the 11th 
hour, Mr Rais decided to call it 
off. He said a general had told 
him the army did not mind if In- 
donesia’s protest movement 
ended like China’s Tiananmen 
demonstrations in 1989—that is, 
with terrible bloodshed. 

The atmosphere around par- 
liament uncannily recalled 
Tiananmen—the same sense of 
jubilation at new-found political 
power, tinged with fear of the 
consequences. But Mr Suharto’s 
support was falling away like the 
shreds of paper floating from the 
windows of Jakarta’s offices, where invad- 
ing protesters were ripping up files. The 
speaker of parliament, Harmoko, had set a 
deadline of May 22nd for Mr Suharto's res- 
ignation, failing which he would call a spe- 
cial session of the MPR to impeach him. 
This was a stunning reversal. Mr Harmoko 
was a trusted lieutenant and Mr Suharto 
had so manipulated his cherished constitu- 
tion that parliament was not a check on ex- 
ecutive power, but a means of giving it a ve- 
neer of legitimacy. Nor, apparently, could 
MrSuharto find respected technocrats will- 
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ing to serve in the “reform cabinet” he had 
promised. Eventually, his own ministers 
started resigning. Even Madeleine Albright, 
America’s secretary of state, suggested it was 
time for Mr Suharto to go. All he had left 
was the army, which in the end must have 
encouraged him to go. 

Despite repeated rumours of divisions, 
the army retained the muscle to thwart a 
popular uprising. Students and opposition 
politicians have believed General Wiranto, 
who is also the defence minister, has some 
sympathy for their cause. Mr Suharto’s son- 
in-law, Prabowo Subianto, head of the stra- 
tegic reserve (as was Mr Suharto, before his 
rise to power), is seen as a hardliner thought 
to be personally ambitious. Yet both men— 
and the rest of the top brass—appeared at a 
press conference on May 18th to back Mr 
Suharto. 

While the army keeps up a facade of 
unity, the opposition’s cracks are showing. 
A united front against the Suharto legacy 
would require a coalition of the three main 
opposition figures to be assured of a mass 
power base. One is Mr Rais, a university lec- 
turer and forceful orator who heads the 





The graves of wrath 


JAKARTA 


66 TO VERYTHING is so expensive now; 
only human life is cheap.” The 49- 
| year-old woman, employed by the United 
Nations, blinked back her tears over two 
freshly dug graves, covered with untidy 
heaps of flowers. She had come to pay her 
respects to five students killed at Jakarta's 
Trisakti University on May 12th. Indone- 
sians have become used to a corrupt and 
sometimes vicious government. But the 
| shootings crossed, for many, an unde- 
| fined threshold of tolerance. Coupled 
| with an economic disaster, the “Trisakti 
| tragedy” was enough to convince many 
that enough was enough. 

Some rioting was triggered by price 
rises after cuts had been made in subsi- 
dies on fuel (since partially withdrawn). 
The price of rice, the staple, has more than 
tripled since a year ago. But just how 
cheap life has become was on display in 
Jakarta’s morgues. Over 500 people died 
in the orgy of violence and destruction 
from May 13th to 15th. In the Cipto hospi- 
tal, dozens of corpses lay on the floor. Dis- 
traught relations tip-toed through the 
| blackened, shrivelled remains of the vic- 
| tims of fires started by looters in shop- 

ping malls. Some corpses had escaped the 
| flames and were now bloated, rotting and 
| fly-blown. Doctors helped visitors find 
their loved ones by peering through mag- 
| nifying glasses at charred fragments of 
| identity cards. 





Muslim Muhammadiyah organisation, 
with some 28m members. Abdurrahman 
Wahid, known as Gus Dur, heads an even 
larger Muslim group, Nahdlatul Ulama, 
which has some 34m adherents. Then there 
is Megawati Sukarnoputri, the daughter of 
Indonesia’s founding president, Sukarno, 
and head of one of the two licensed “oppo- 
sition” parties, until the government ar- 
ranged for it to dump her in 1996. 

But the three find it hard to work to- 
gether. Gus Dur has consistently called for a 
less confrontational approach than that 
pursued by Mr Rais. Miss Megawati has 
lain low. Yet a concerted push for demo- 
cratic change is needed more than ever. Mr 
Habibie—and, above all, the army—must 
be convinced that his can only be a transi- 
tional presidency, leading to genuinely 
competitive elections and a government 
trusted by the people. Otherwise the con- 
frontation between state and people so nar- 
rowly averted by President Suharto's stand- 
ing down may turn out to have been merely 
a revolution postponed. 

Whatever shape the new government 
takes, it faces a ghastly predicament. The 


In Glodok, a largely Chinese part of 
town, it was hard to tell the shopkeepers 
from the scavengers. Both sifted the rub- 
ble and scorched debris for what they 
could salvage. Those who could afford it 
had fled, waiting hours at the airport for 
seats on a flight to anywhere else. The Chi- 
nese minority, seen as inappropriately 
rich, are the mob's traditional targets. 
Those without the airfare barricaded off 
their streets and armed themselves with 
whatever came to hand. 

Surprisingly, many vented little bit- 
terness at the poor and sometimes hungry 
thugs who had terrorised them. Their fury 
was reserved for the government, and es- 
pecially for Mr Suharto. As always in In- 
donesia, there was a strong belief that 
events had been "engineered", and that 
neither the looting nor the Trisakti mur- 
ders had been spontaneous. Many saw 
the hand of the president's son-in-law, 
Prabowo Subianto, who is head of the 
army's strategic reserve. By creating anar- 
chy, it was argued, he would undermine 
his boss, the army commander, General 
Wiranto, and swing popular opinion be- 
hind the need for "stability" and Presi- 
dent Suharto's firm hand. 

True or not, such suspicions fuelled 
popular anger with the regime. Outside 
the stock exchange on May 19th, even bro- 
kers, lawyers, accountants and property 
developers took briefly to the streets, 





economy has melted down. The agony will 
be intensified and prolonged by the huge 
cost of looting and arson. Foreign and do- 
mestic capital—which had largely fled any- 
way—will be more loth to return. Many eth- 
nic Chinese shopkeepers and wholesalers 
have shut up shop and as a result much of 
the distribution system has broken down. 
There are food shortages, and further falls 
in the value of the currency threaten yet 
more unaffordable price rises. The rupiah 
has already fallen 80% in ten months. 
There will be a temptation at home and 
abroad to argue that, in such circum- 
stances, stability is more important than 
change, and that only the army can provide 
it General Wiranto, it will be suggested, 
seems a nice chap who can be trusted to en- 
sure a peaceful transition to a truly demo- 
cratic system, if he is not bothered too 
much by international criticism or unruly 
protests at home. Much the same was said 
about Mr Suharto, when he took over a 
country in ruins 32 years ago. Indonesia's 
awakening from the Suharto nightmare 
still finds the world a frightening place. 
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He got the message—eventually 





clasping mobile phones and company 
prospectuses. Only days earlier, many in 
the middle class would not have dreamed 
of parading their democratic sympathies 
in front of tanks and heavily armed ma- 
rines. Before they feared the anarchy that 
might follow Mr Suharto. Now they 
feared the chaos if he stayed. 

The woman at the students’ graveside 
on May 16th was gloomy: “There's a huge 
black cloud over us.” She ticked off the ca- 
lamities—a financial crisis, an epidemic 
of dengue fever and the violence. She had 
seen her foreign colleagues evacuated to 
safety, but did not blame them. “I am 
ashamed to be Indonesian.” On May 21st, 
she could feel rather prouder. 
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India 


Over the moon 


DELHI 


HE world underestimated the commit- 

ment of India’s Hindu-nationalist Bha- 
ratiya Janata Party (BJP) to nuclear weap- 
onry. It probably also underestimated the 
ruling party’s ability to combat the effect of 
sanctions. A party that came to power 
threatening to curb foreign investment is 
suddenly wooing it. 

Soon after the nuclear blasts, the gov- 
ernment awarded 18 oil-exploration con- 
tracts, 11 of them to American companies 
whose projects had been in limbo for two 
years. It cleared 34 exploration licences for 
onshore minerals in four states. Three for- 





A blast of dissent 


eign investments in power projects, which 
had been languishing for want of a govern- 
ment guarantee, were suddenly approved. 
And, according to newspaper reports, the 
government is to allow foreign investors to 
own 100% of the equity of housing compa- 
nies (against 40% earlier), and to raise hard- 
currency loans for the first time. 

The Congress party and United Front, 
which during their time in office were at- 
tacked by the Bj» for selling Indian assets to 
foreigners, are now levelling the same 
charge against the Bj». The government re- 
olies that many ofthe deals were already in 
he pipeline, and the guarantee for the 
dower companies is only partial. But the 
American sanctions announced after In- 
lias nuclear tests have undoubtedly 
»ushed economic liberalisation forward. 

The government believes that wooing 
nultinationals will limit the impact of 
‘anctions in three ways. First, private capi- 
al will replace help from the World Bank 
ind the Asian Development Bank. Second, 
xy soothing foreign anxieties, India will 
ivoid a currency panic of the sort that hit 
south-East Asia last year. Third, and per- 
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haps most important, India needs Ameri- 
can companies to help lobby the powers- 
that-be in Washington to lift the sanctions 
in return for India negotiating partial entry 
to the comprehensive test-ban treaty. 

The G8 meeting in Britain last week crit- 
icised India’s tests but, to India’s delight, 
announced no unified sanctions. Britain, 
France and Russia have refused to impose 
sanctions, and Japan will not hold up the 
¥1 billion ($7.4m) credit it had already 
agreed to last year. Indian diplomats are 
trying to exploit divisions within the G8. 
They are telling the Europeans, "Don't even 
think of sanctions. India is a great place to 
invest in, so grab all the contracts and pro- 
jects you can before the Americans come to 
their senses." They are telling the Japanese, 
"Look, big contracts in India will help get 
you out of your recession." And they are say- 

ing to American companies, "Tell 
the hawks on the Hill that the slimy 
Europeans will never join the sanc- 
tions and will instead snatch dozens 
of contracts: Americans will be the 
losers." 

Ordinary Indians remain gung- 
ho about the nuclear tests. Newspa- 
pers highlight American critics ofthe 
sanctions. Some, like Newt Gingrich, 
contrast kid-glove treatment of 
China (autocratic, peddles missile 
and nuclear technology) with sanc- 
tions against India (democratic, 
never sold missile or nuclear tech- 
nology). Others, such as Jimmy Car- 
ter, say America cannot keep its own 
nuclear arms while telling India not 
to test. Such remarks delight most In- 
dians, though some Indian critics of 
testing are also finding their voice. 

Officials of the BjPe want to extract as 
much political capital as they can from the 
blasts, but are being discouraged by the 
prime minister, Atal Behari Vajpayee. The 
officials want to dig up sand from the ex- 
plosion site at Pokharan and distribute 
samples at ceremonies in all big cities as a 
salute to Indian scientific and military 
might. Mr Vajpayee has had to restrain 
such enthusiasm, pointing out that this 
would expose people to radioactive sand. 

Some in his party want a quick general 
election to cash in on the bomb's popular- 
ity, but Mr Vajpayee has said no to this too. 
The sj is well short of a majority in Parlia- 
ment, and even with the support of around 
100 MPs of other parties is barely able to 
squeak through in a parliamentary vote. Af- 
ter being in the job only since March, most 
are against an election. If an election does 
look likely, some Mrs in Mr Vajpayee's co- 
alition could defect to the opposition to 
form a new government headed by the 
Congress party. It would be truly ironic if a 
BJP attempt to consolidate political power 
through the bomb led to its downfall. 
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Pakistan 


Sick as a parrot 


ISLAMABAD 


OR Pakistan’s prime minister, Nawaz 

Sharif, it is the toughest of decisions. 
Should he risk damage to the country’s al- 
ready frail economy by testing a nuclear de- 
vice, as the hawks are angrily demanding 
after India’s five tests earlier this month? 
The foreign minister, Gohar Ayub Khan, 
has given the impression that the decision 
has already been taken. It was only a matter 
of when, he said. Whether or not he is cor- 
rect, there is no doubt that domestic opin- 
ion is in favour of a test. 

Since the subcontinent was divided at 
the end of British rule in 1947, Pakistan has 
lived under India's shadow. The two coun- 
tries have fought three wars. In the most re- 
cent one, in 1971, Pakistan was badly 
beaten and lost its eastern territory, now 
Bangladesh. "Never again," said a 
ment official this week. He compared India 
to Germany in the 1930s and 19405. India is 
an expansionist bully, he said. 

In beating the drum, those in favour of 
a test point to the situation in Kashmir, the 
setting for two of the wars, and now di- 
vided under a United Nations settlement 
between India and Pakistan. India regu- 
larly accuses Pakistan of arming and train- 
ing dissidents in the Indian half. Might a 
confident India, with nuclear weapons in 
its armoury, become increasingly aggres- 
sive in Kashmir? The two sides' security 
forces routinely exchange fire—they did so 
again this week. A nuclear weapon, say Pa- 
kistani hawks, would make India think 
twice before taking further action. 

Not surprisingly, Benazir Bhutto, the 
opposition leader and former prime min- 
ister, has done her best to increase Mr Sha- 
rif's agony. Miss Bhutto knows quite a lot 
about nuclear weapons. If, as is generally 
believed, Pakistan has a bomb ready to be 
triggered, it was developed when Miss 
Bhutto was in power. She has demanded 
Mr Sharif’s resignation, accusing his gov- 
ernment of a big security lapse by failing to 
predict the Indian tests. 

But a message urging restraint has been 
sounded by Pakistan’s crashing stockmark- 
et, which this week hit a five-year low. The 
country is hard up. Its foreign-exchange re- 
serves are about $1 billion. By comparison, 
India’s are nearly $30 billion. Some fear 
that, if Pakistan also carries out a nuclear 
test, both locals and foreigners will pull out 
their money and wreck the economy. So 
tough exchange controls would be likely to 
accompany a nuclear test. 

Loans from the iMr might also be hit. 
Pakistan signed up in October for a three- 
year $16 billion structural-adjustment 
loan. TheClinton administration would be 
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ASIA 


bound by American law to oppose money 
for Pakistan from the 1mMF and the World 
Bank. None of this seems to bother the 
hawks. For too long, they say, the country's 
elite have lived lavishly, refused to pay 
taxes and indulged in corruption of differ- 
ent kinds. Not long ago, they note, a Ger- 
man-based organisation, Transparency In- 
ternational, said Pakistan was the world's 
second most corrupt country. 

While Mr Sharif ponders what course to 
take, he has sent a team of officials toChina 
and will send others to Europe and to 
America, a key ally of Pakistan during the 
cold war, to get a feel for what is on offer if 
Pakistan holds back. Traditionally, China 
has also been a friend of Pakistan. Both 
countries have been to war with India. The 
Chinese are believed to have provided Pa- 
kistan with nuclear and missile technology. 
If the Chinese promise to retaliate against 
India for any attack on Pakistan, Mr Sharif 
could postpone his test indefinitely. 
Whether this would make Asia a safer place 
is another matter. 





Hong Kong 


A virtual 
democracy 


HONG KONG 


HE elections for Hong Kong's Legisla- 

tive Council (Legco) on May 24th will, 
by some distance, be the most open and 
universal in the history of the People's Re- 
public of China. But in the territory, which 
was handed back to China last July, they are 
a step back from the more democratic polls 
that took place under British rule in 1995. 
To make matters worse, a crushing sense of 
apathy prevails. 

The 1995 polls inspired only a 35% turn- 
out. But this time it could be lower, espe- 
cially if the storm clouds—literal rather 
than the darkening economic ones—do not 
lift. Some 4m Hong Kong people are eligi- 
ble to vote, but only 70% have registered. 
The possibility of mass apathy bothers even 
Hong Kong' ruling, undemocratic elite. 

Yet it is unsurprising. The elections are 
for a body that may not introduce legisla- 
tion without the say-so of the chief execu- 
tive, Tung Chee-hwa. Hong Kong, in other 
words, is being asked merely to choose an 
opposition. This has encouraged plenty of 
insipid campaigning. Candidates have 
barely begun to tackle the overriding issue 
for most people: the severity of the slump 
being caused by the East Asian crisis. But 
Legco can block legislation and prove a 
powerful frustrator, so an opposition does 
matter. And it may matter more when aus- 
terity begins to bite. 

The electoral rules, though, are an ele- 
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gant construction designed to ensure that 
the majority will of Hong Kong people can- 
not lead to majority representation. Of the 
60 seats up for grabs, half will be chosen by 
28 “functional” constituencies of narrowly 
defined professional groups: in many of 
them, companies rather than individuals 
have the vote. A further ten members will 
be chosen bya pro-China group of 800 wor- 
thies. That leaves just 20 seats to be filled in 
geographical constituencies with a univer- 
sal franchise. 

Even here the rules are complex. There 
will be five "super-constituencies", with 
three, four or five seats, compared with 20 
single-seat constituencies in 1995. So voters 
are not even able to choose a direct repre- 
sentative. Further, voters are being asked to 
choose among competing “lists” of candi- 
dates, though party affiliations are forbid- 
den on ballot slips. Lastly, there is a system 
of proportional representation—the “larg- 
est-remainder” formula—so complex that it 
is deterring some from voting. 

When the government in Beijing ap- 
proved the election methods last year, the 
intention was to reduce the influence of po- 
litical parties, particularly the liberal Dem- 
ocratic Party. The ploy may have failed. 
There is a prospect that the Democrats will 
win over half of the popular vote, com- 
pared with 42% in 1995. Michael DeGolyer, 
of the Hong Kong Transition Project at the 
Baptist University, thinks that the Demo- 
cratic Party and other liberals might win 16 
out of 20 possible seats. Martin Lee and 
Emily Lau, the two loudest advocates for 
democracy, seem assured of a solid victory. 

An apathetic one, nevertheless. This 
matters to Mr Tung because a low turnout 
also blows a raspberry at the notion of an 
elite-led government that is so dear to his 
heart. Mr DeGolyer's polls are picking up 
growing resentment at government pa- 


Martin Lee and the Democrats 


ternalism. No wonder. In the 1995 polls or- 
ganised by Chris Patten, the last British gov- 
ernor, functional constituencies were 
expanded to include most people in work, 
or nearly 2m people. That number has been 
slashed to 140,000, and plenty of the dis- 
franchised object. 

The government's official line, accord- 
ing to those in the uncomfortable position 
of having to promote it, is that Hong Kong 
must move at its own pace towards democ- 
racy. Or as the secretary for constitutional 
affairs, Michael Suen Ming-yeung, put it in 
a "Letter to his Son" broadcast on Hong 
Kong radio: 

I remember that two years ago, when we went to 
Holland with Mummy to buy flowers, we 
passed France and took the chance to taste the 
red wine there. You asked me why the brewing 
of good wine took so long. I remember I said 
that it was the secret of nature, and there was no 
way to expedite it by artificial or other means. 
The fragrance of wine would come out slowly 
with time. In fact, it is also enlightening to ex- 
tend this to the democratic development in 
Hong Kong. 

Before such an analogy intoxicates the 
Chinese, it should be remembered that 
democratic progress is hobbled by the Basic 
Law, China's mini-constitution for Hong 
Kong. Still, that same law provides for the 
possibility of geographical constituencies 
to increase in number so that they cover all 
60 seats in Legco after 2007. It could also 
allow the election of the chief executive by 
universal suffrage. With democratic aspira- 
tions outstripping supply, hard questions 
will soon be asked about the role of Legco, 
and if it is really feasible to continue for 
much longer having a party-less chief exec- 
utive with his principle "ministers" the un- 
elected heads of the civil service. A truly 
democratic government is the real mile- 
stone towards which Hong Kong, as a part 
of China, is relentlessly moving. 
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Japan in recession 


Trouble in the engine-room 


OSAKA 


The second in our series on Japan’s economic pains looks at Kansai 


HE industrial heartland of Japan is a 

vast conurbation of some 20m people 
who live and work within an hour or so of 
the centre of Osaka. Unlike the beehive of 
bureaucracy and international business 
that Tokyo has become, the three principal 
cities of the Kansai region—Osaka, Kobe 
and Kyoto—are noted for their wealth of 
small and medium-sized manufacturers 
and their networks of merchants. Several of 
these firms have grown to become house- 
hold and even global names: Matsushita, 
Sumitomo, Kawasaki, Sanyo, Nintendo, 
Kyocera, Suntory, Nomura and Nippon 
Life are among them. 

That Kansai should be considered the 
engine-room of Japan is no surprise in 
view of the region’s history of entrepreneur- 
ial imagination. The world’s first futures 
contract—for rice—was developed by Osa- 
ka merchants some 250 years ago. The 
small but innovative Osaka Securities Ex- 
change continues to handle 80% of the 
country’s trading in derivatives—a business 
considered too tricky for the dunderheads 
in Tokyo. Since the end of the second world 
war, Kansai has produced an astonishing 
59 of Japan’s new industries (karaoke, 
video-games, instant noodles and the like) 
out of the 74 that have been identified by 
the Nomura Research Institute. “Look to 
Kansai,” goes the old saying, “and you will 
see what is in store for the rest of Japan.” 

For bad, as well as good, might be the 
latter-day rejoinder. Though other parts of 
the country may be worse off—Hokkaido, 
for one—Kansai is suffering badly, and cer- 
tainly moreso than Japan as a whole. In the 
Bank of Japan’s latest quarterly Tankan 
survey of business confidence, the unfa- 
vourable responses from the greater-Kansai 
region were far gloomier than the national 
average. So is Kansai a special case, with 
problems unique to the region? Or does it, 
as the bedrock of the Japanese economy, 
represent a harbinger of worse to come for 
the country as a whole? 

At about X80 trillion ($610 billion), 
Kansai's gross regional product is slightly 
larger than that of Canada. Its broad mix of 
textiles, chemicals, shipbuilding, steel and 
engineering represents 16% of the Japanese 
GDP, down from 20% two decades ago. And 
thereby hangs a sorry tale of neglect and re- 
luctance to let go. 

The rustbelt around Osaka Bay—from 
the Mitsubishi shipyards in the west to the 
blast furnaces of Kobe Steel in the east and 
the former Hitachi Zosen yards to the 
south—is testament to the region's metal- 
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bashing past The textile mills scattered 
throughout Senshu farther south is a re- 
minder of what Manchester in England 
was like decades ago. “Kansai contains a lot 
ofold smokestack industry but very little in 
the way of modern brainware,” says Yoshi- 
nori Shiozawa, an economics professor at 
Osaka City University. 

Over at Moriguchi, the centre of Kan- 
sai's appliances industry, Masaru Yamano, 
of Sanyo Electric, traces the region's slide to 
the political climate 20 years ago. Both 
Osaka and Kyoto prefectures had left-wing 
governors during the 1970s. Both were 
fiercely anti-Tokyo because of the ruling 
Liberal Democratic Party's venal ways. Both 
refused to go cap-in-hand to the central 
government for handouts. 
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To this day, Kansai gets only a quarter of 
what it contributes in taxes to the central 
government back as public spending. The 
taxpayer has picked up some of the bill for 
repairing damage done by the Kobe earth- 
quake in 1995, but road-building in the re- 
gion has not kept pace with road-building 
in the rest of the country. The slowdown 
has taken its toll on Kansai's business. 

Over the years, local giants such as 
Sumitomo, Itochu, Marubeni and Nomura 
Securities have largely upped and gone. 
Most have either moved their headquarters 
to Tokyo or now do most of their decision- 
making there. This has been to the detri- 
ment of local business. For instance, with 
few around to set the pace, Kansai has been 
slow to grasp the significance of the new in- 
formation-based industries. Only one ma- 
jor software company, Capcom, has made 
Osaka its home. 

Although the recession sweeping Japan 
has hurt Kansai, so have several problems 
peculiar to the region. First, explains Akio 
Fujimoto of the Kansai Economic Federa- 
tion, Kansai has been hit harder than other 
parts of Japan by the collapse of East Asia's 
currencies: Asia accounts for more than 
30% of the trade flowing in and out of the 
ports of Osaka and Kobe. Second, last year's 
increase in consumption tax savaged Kan- 
sai's huge appliance industry. Third, the re- 
cent completion of the world's largest sus- 
pension bridge—between Akashi, near 
Kobe, and Awaji Island in Osaka Bay— 
spells the end of Kansai's few remaining 
public-works programmes. 

The Kansai Economic Federation still 
dreams of government handouts for huge 
new projects—including a second unnec- 
essary bridge to Awaji Island—in order to 
keep regional building firms busy for an- 
other decade. But most local economists 
agree that Kansai's recovery will depend on 
finding home-grown solutions for its prob- 
lems. They point to three new research-and- 
development centres being established by 
the private sector in partnership with local 
government to alleviate the region's pau- 
city of high-tech innovation. They want to 
see the grimy jobs being lost in steel, ship- 
building, chemicals and textiles replaced 
with something better. 

“Once big was better, but nowadays 
nimbler is better," says Shigeru Matsushita, 
director of Sanwa Research Institute in 
Osaka. Whether that gives Kansai, with its 
plethora of small firms, a definite advan- 
tage is not clear. The region's problems are 
structural and would exist even if the rest of 
Japan were thriving. What is clear is that the 
current national recession is making the re- 
gion's troubles even worse. And yet in Kan- 
sai, the economic forces sweeping Japan 
are providing a stimulus for change. That is 
more than can be said for many other parts 
of provincial Japan. 
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Life in the fast lane 


NetCom Systems AB operates in the mobile communications market 
through Comviq in Sweden and its affiliate NetCom ASA in Norway. In 
fixed telephony, data communications and Internet the Group operates 
through Tele2 in Sweden, Denmark and Norway. The company is listed 
both on Stockholm Stock Exchange under the symbols NCOMA and 
NCOMB and on the Nasdaq Stock Market under the symbol NECSY. 


Results for first three months of 1998: 
@ Revenues up 62 96 to SEK 1.3 billion; 
@ Operating profit up 79 % to SEK 145 million; 
9 Comviq reported 905,000 subscribers, an increase of 83 96 over the year; 
Q Tele2 in Sweden recorded 285,000 dial-up Internet customers, 
an increase of 98 %, and in Denmark a 129 96 increase 
in customers to 42,000; e t [| à t E 


Within three months of deregulation in Norway, 2d ebd a 
Tele2 had 36,000 customers. à Li $ E t è 
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ENTENTE European Voice 


INTERNATIONAL 
OMMUNICATON 


THE EUROPEAN 
PUBLIC AFFAIRS 
DIRECTORY 


haa a a E ER Smee eRe ONING POLITICAL SIGNIFICANCE AND 
OES OE Tele) ea eel ec cee me bream HIS AFFECTS ALL EUROPEAN COMPANIES 
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Asia gets too close for comfort 


WASHINGTON, DC 


F THE soap opera of the Clinton presi- 

dency eventually turns to tragedy, it may 
not be because of Whitewater, or the presi- 
dent’s sexual escapades, apparent or al- 
leged. It may be because of Asia. Consider 
two ominous portents for Bill Clinton. 

First came the news that India, on May 
uth, had carried out the first three of what 
shortly became five nuclear explosions and 
so had gate-crashed the exclusive club of 
self-confessed nuclear powers. Then, a few 
days later, came convincing evidence—at 
long last—of illegal donations by China to 
the Democratic Party's coffers 
during the president's 1996 re- 
election campaign. Add the 
possibility, even probability, 
that Pakistan will emulate In- 
dia, let alone that Indonesia’s 
economic and political tur- 
moil will embarrass the Amer- 
ica-dominated IMF, and Mr 
Clinton must surely want to 
invoke Kipling: “Oh, East is 
East, and West is West, and 
never the twain shall meet.” 

But meet they do, and in 
ways that have already 
discomfited Mr Clinton and 
the Democrats. When Fred 
Thompson, a Republican sen- 
ator from Tennessee, began 
the Senate’s hearings last July 
into campaign-finance abuse, 
he talked extravagantly of a 
Chinese connection. Vice- 
President Al Gore was shown 
to have raised money of Chi- 
nese origin while visiting a 
Buddhist monastery in Los 
Angeles. There were visits to 
the White House by a scion of the Riady 
family, ethnic Chinese who control Indo- 
nesia’s Lippo Bank. Odd figures such as 
Charlie Trie, an Arkansas restaurateur, 
were said to have funnelled Chinese 
money to the Democrats in 1996. 

Those discomfitures were minor, how- 
ever, and little of the mud seemed to stick. 
In December the attorney-general, Janet 
Reno, decided there was no need to ap- 
point an independent prosecutor to look 
into the fund-raising activities of the presi- 
dent and vice-president. She may well rue 
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that decision. For the accusation now is not 
just that the president and his party took 
money from dubious sources (America’s 
voters are cynical enough to expect that of 
politicians, and largely to overlook it), but 
that the administration took the money in 
return for favours it had given or would 
give. Prove that accusation, and Mr Clinton 
really will be in trouble. 

That, at any rate, is what the president's 
enemies have in mind, and they draw a 
clever link between China's campaign do- 
nations and India's nuclear explosions. 





The reasoning is that India has reacted to 
what it considers the threatening posture of 
a nuclear-armed China. What makes this 
regional power-play immediately relevant 
to Mr Clinton's future is that China's trans- 
fer of technology to Pakistan and also to 
Iran, although illegal under the Missile 
Technology Control Regime and other 
agreements, has attracted almost no pen- 
alty from the Clinton administration. 
Indeed, quite the reverse. China has 
been detected in the illegal transfer of tech- 
nology 21 times in the past six years, but has 


suffered American sanctions on only one 
occasion, in May last year. Moreover, two 
years ago Mr Clinton quietly shifted to the 
Commerce Department from the State De- 
partment the authority to approve the ex- 
port of American communications satel- 
lites, which are full of the sophisticated 
technological content that America is nor- 
mally loth to see in others' hands. The in- 
tent, it is now alleged, was to make it easier 
for America's high-tech communications 
companies to do business with Chinese 
aerospace companies. 

Last week, Curt Weldon, a Republican 
congressman from Pennsylvania, gave the 
House chapter and verse. In February 1996 
a Chinese Long March rocket exploded, de- 
stroying a $200m satellite built by Ameri- 
ca's Loral. In the following months Loral 
and another American company, Hughes 
Electronics, may or may not have sold 
China sensitive technology to 
help avoid more such disas- 
ters (both companies, though 
protesting their innocence, 
were placed under investiga- 
tion by the Justice Depart- 
ment and the Customs Ser- 
vice). Despite the continuing 
investigation, Mr Clinton this 
spring authorised Loral to ex- 
port similar technology to 
China—a decision, says Mr 
Weldon, that "basically took 
the entire foundation away 
from the Justice Department's 
investigation." 

And why did the president 
do this? Suspicious minds 
will give two reasons. One is 
that Bernard Schwartz, Loral's 
chiefexecutive, was the Demo- 
cratic Party's biggest single 
contributor in 1996, giving 
more than $600,000 to the 
party; the other is that Johnny 
Chung, a Californian fund- 
raiser, was given money by the 
Chinese government to pass 
on to the Democrats. Mr Chung, it seems, 
has agreed a plea-bargain with the Fst un- 
der which he admits to having received 
from a Chinese military official in 1996 
some $300,000, a third of which he paid 
over to the Democrats. 

To Congressman Weldon, not normally 
a histrionic type, all this smacks of scandal 
or even, he dares to say, "treason". Newt 
Gingrich, the House speaker, made a simi- 
lar point on May 19th as he announced the 
creation of a special bipartisan committee 
to investigate Mr Clinton's decision to 
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Don't blame the CIA 


A INTELLIGENCE failure, or simply a 
failure to be intelligent? For the peo- 
ple in Washington who pride themselves 
on knowing, in good time, about virtually 
everything important that happens on 
the face of the earth, the after-shock from 
India's nuclear tests was devastating. Sen- 
ator Richard Shelby, chairman ofthe Sen- 
ate Intelligence Committee, spoke of *a 
colossal failure of our intelligence-gather- 
ing, possibly the greatest failure for more 
than a decade.” The cla itself adopted an 
unusually defensive tone in its statement 
announcing a high-level, ten-day inquiry 
into the affair. “It is apparent that the In- 
dians went to some lengths to conceal 
their activities and intentions" the 
agency blustered—as though subterfuge 
were something unusual in the people 
and places it keeps an eye on. 

But now that the first rage has sub- 
sided, there are many in Washington who 
wonder whether the spooks were simply a 
convenient scapegoat. It does seem that 
preparations for the Indian explosions 
were notably surreptitious, in part be- 
cause of the incident in late 1995 when 
American intelligence noticed the Indi- 


waive export controls. "This has nothing to 
do with campaign finance,” he said. "This 
has to do with the national security of the 
United States" Even some senior Demo- 
crats, such as Senators Bob Kerrey of Ne- 
braska and New York's Daniel Patrick Moy- 
nihan, admit to qualms. A special Senate 
inquiry was announced on May 20th. 

Treason, of course, might mean differ- 
ent things to different politicians; and who 
could prove it anyway? The Democrats 
have long since returned the money 
($366,000 in all) that came their way from 
Mr Chung; and Mr Clinton, informed of 
the kerfuffle while attending last weekend's 
Group of Eight summit in England, said he 
would welcome a Justice Department in- 
quiry. He had nothing to fear, he implied: 
"All the foreign-policy decisions we made 
were based on what we believed—I and the 
rest of my administration—were in the best 
interests of the American people." 

But take away the scandal and there re- 
mains a tale of poor policy or simple in- 
competence, or both. Before he came to of- 
fice, and in the aftermath of the Tian- 
anmen Square killings, Mr Clinton was a 
vigorous critic of China. Once in office he 
changed position, deciding, for example, 
not to challenge China's most-favoured-na- 
tion trading status but instead to build a 
relationship of “constructive engagement”. 

Paradoxically his reward, say the critics, 
is not a co-operative China but one which 
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ans getting ready for a test and success- 
fully warned them off. Since then, India’s 
test site has been kept in a permanently 
high state of readiness, so as to minimise 
the need for “suspicious movements” of 
vehicles and equipment in the run-up to 
an explosion. 

American satellites could probably 
have picked up some preparations for 
this month’s blasts, but only if they had 
been instructed to keep a particularly 
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blithely destabilises Asia with the transfer 
of weapons technology and provokes India 
to carry out nuclear tests that America's 
intelligence services were apparently un- 
able to predict (see box). 

How unfortunate, then, that Mr Clin- 
ton is due to visit China late next month, 
and India supposedly in the autumn. At 
one time, such trips would have been wel- 
come distractions from the Lewinsky saga. 
Now they are new opportunities for the 
president to stumble. 





Social Security 


And the work 
goes on 


WASHINGTON, DC 


FS years, most proposals for pension re- 
form in America were ideological, ill- 
informed, impractical—and assumed to be 
sure-fire vote-losers. No longer. Nowadays 
Americans and their politicians can hardly 
stop talking about Social-Security reform, 
and workable proposals are beginning to 
appear. The best so far is a scheme an- 
nounced on May 19th by the National 
Commission on Retirement Policy, a bipar- 
tisan, 24-member group of politicians, 
businessmen and policy wonks sponsored 


close, 24-hour watch on the testing 
ground. If that was not done, at least some 
of the responsibility must lie with the 
spooks' political guides—in the White 
House and the State Department, for ex- 
ample—who failed to take seriously 
enough the belligerent warnings coming 
out of India's new government. "Some- 
times, people actually do what they say 
they are going to do," observes Richard 
Haass of the Brookings Institution. James 
Woolsey, a former CIA director, reckons 
that even if the White House had been 
tipped off the day before about the Indian 
tests, the chances of dissuading the gov- 
ernment in New Delhi from going ahead 
would have been slim. 

Just possibly, some interested parties 
within the dozen agencies, costing $27 
billion a year, which make up the Ameri- 
can intelligence community will see a sil- 
ver lining in the nuclear cloud hanging 
over South Asia. The Indian explosions 
appear to show that technical intelli- 
gence—satellites, eavesdropping and so 
on—are no substitute for human intelli- 
gence. America’s allies occasionally com- 
plain, very privately, that its spymasters 
place too much faith in gizmos, too little 
in good old-fashioned agents. Maybe the 
balance will now be redressed. 


by the Centre for Strategic and Interna- 
tional Studies, a Washington think-tank. 

The plan’s outline is simple. It would 
divert two percentage points of the current 
12.4% payroll tax that finances Social Secu- 
rity into individual savings accounts. Indi- 
viduals would have some choice of where 
the money could be invested, including 
stockmarket indexed funds. The retirement 
age would rise to 70 by 2029, and the early 
retirement age (at which people can receive 
less than full benefits) would rise to 65 by 
2017. The result, claim the authors, is acom- 
prehensive scheme that shores up Social Se- 
curity without a tax rise. 

Politically, the plan has a lot going for it. 
It had the unanimous support of the pan- 
el's members. The co-chairmen include two 
senators and two congressmen, a balance 
of Democrats and Republicans, all of them 
from the mainstream of their parties. This 
quartet will ensure that the plan is treated 
with a seriousness not afforded to more 
partisan proposals. It also avoids politi- 
cally unpalatable reforms, such as an in- 
crease in the overall payroll tax, while in- 
cluding guarantees of a minimum benefit 
provision and other reforms to increase the 
progressivity of Social Security of a sort that 
will appeal to those wary of radical change. 

The plan explains in some detail how 
the individual savings accounts would be 
administered and regulated. (They would 
be modelled on the existing Thrift Savings 
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Plan which federal employees use for their 
retirement, and would be administered 
through the existing payroll tax structure.) 
And its economic assumptions are fairly 
simple. At bottom, the rescue of Social Secu- 
rity requires either raising contributions or 
cutting benefits. The plan rejects the idea of 
explicitly raising individuals’ contribu- 
tions; the overall payroll tax will remain at 
12.4%. It does demand the use of projected 
federal surpluses to pay for the transition. 
But its basic feasibility relies heavily on 
raising the retirement age, and to some ex- 
tent on reducing payments to wealthier 
Americans and cutting the consumer-price 
adjustment for pension benefits. All these 
changes amount to a cut in benefits. 
Raising the retirement age is an effec- 
tive way of cutting Social Security's liabil- 
ities, since it means that an individual con- 
tributes longer and gets his benefits later. 
Yet the plan has raised some eyebrows. 
Gary Burtless, of the Brookings Institution, 
points out that, whereas in 1940 half of all 
men were still working at the age of 69, last 
year only 46% of 62-year-old men were still 
at it. This plan, he argues, demands a dra- 
matic reversal in work patterns—unless 
Americans can be persuaded to save more 
voluntarily. That is the price of avoiding the 
political pain of higher contributions. 





The Secret Service 
Have earpiece, 
won't testify 


MAGINE the scene (it is not hard to 

imagine). At a reception in the White 
House, the president moves along the line 
shaking hands. He reaches a smiling man 
in a crimplene suit and mutters "That ship- 
ment was much appreciated, Jack" The 
smiling man is later arrested for making 
campaign contributions in envelopes pad- 
ded out with cocaine; and the only man 
who knows that the president knew is the 
Secret Service agent (earpiece, sharp suit, 
nervously jigging foot) who was standing at 
his shoulder. 

Should the agent tell? Yes, of course, 
says Kenneth Starr, the indefatigable spe- 
cial prosecutor. No, of course not, say most 
agents, the Treasury and Justice Depart- 
ments and George Bush, a former presi- 
dent. Mr Starr has been trying to get some of 
Bill Clinton's agents to say, on oath, what 
went on in the Oval Office when Monica 
Lewinsky came to visit, but they have been 
resisting his subpoenas. Now the argu- 
ments have moved to federal court, and it is 
not clear which side will win. 

Secret Service agents are not bound by 
any oath of secrecy. The 2,100 agents, who 
are organised by the Treasury, are sworn 
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He didn't hear that 


only to be “worthy of trust and confi- 
dence". Like all law-enforcement officers, 
they are required to report any criminal ac- 
tivity they witness on the job. Agents have 
therefore testified in the investigations into 
the attempted assassinations of Presidents 
Ford and Reagan, and they have even been 
(fairly) happy to explain how the taping sys- 
tem was set up in the Nixon White House. 

But they have never, until now, been 
asked to testify about the actual doings or 
sayings of the man they are protecting. It 
seems a betrayal of their trust. As the 
present director, Lewis Merletti, reminded 
four of his men who passed on details of 
John Kennedy's philanderings, they are 
meant to "refrain from discussing any in- 
formation or activity associated with our 
protectees regardless of its content or sig- 
nificance." Most Secret Service men agree: 
ifthe president cannot trust his agents to be 
discreet, he will try to shake them off. Ken- 
nedy told his men not to ride on the run- 
ning boards of his limousine in Dallas, and 
everyone knows the end of that story. 

At present, agents are not protected 
against testifying by any sort of legal privi- 
lege. Executive privilege covers the presi- 
dent's chief aides only, to avoid exposing 
internal policy debates. Other relation- 
ships protected by privilege (lawyer-client, 
priest-penitent, husband and wife) are 
rather more intimate than that of a gum- 
chewing guard who, for much ofthe time, is 
standing outside a closed door anyway. But 
the Secret Service, backed by the Justice De- 
partment, is now asking the courts to create 
a "protective function privilege" just for its 
agents, which would give them the legal 
right to refuse to testify. 

The non-testifying privilege can be 
broadened without much difficulty: it is 
only two years since it was extended to 
cover psychotherapists and their patients. 
It can also be waived in exceptional cir- 
cumstances. Yet it is very doubtful that a 
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privilege should be created in this case. Ex- 
isting law, which requires any information 
about criminal actions in the executive 
branch to be "expeditiously reported", is 
firm and established; and, though the argu- 
ments are finely balanced, it seems unwise 
to devise a new law to allow the Secret Ser- 
vice to get round it. 

The interests of the president these 
agents serve cannot, in the end, override 
the American people's right to know about 
crimes in high places. Indeed, even the 
threat of assassination—which is real—can- 
not override it. For if the president does not 
want the Secret Service people to see or hear 
what he is doing, he does not have to brush 
them away at peril of his life. Perhaps he 
can stop what he is doing, instead. 





Horses in the West 


The lawn- 
ornament trade 


BILLINGS, MONTANA 


HIS may be the year of the tiger to the 

Chinese, but for Americans it is the year 
of the horse. A best-selling book, “The Man 
Who Listens to Horses", and a new Robert 
Redford film, "The Horse Whisperer", sug- 
gest that the horse is making a comeback. 

Europeans may suppose it never went 
away. But the American horse trade, like 
any other, has its ups and downs. This is a 
time of boom. A 1996 equine census re- 
vealed that 7m horses graze somewhere in 
America, an estimated 20% more than a de- 
cade ago. There is no shortage of horses for 
sale. And for those who cannot afford the 
$10,000-50,000 demanded by equine jour- 
nals for an animal with a pedigree, an auc- 
tion is the place to go. 

More than 9,000 horses were sold last 
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Pretty as a picture 


year in Montana. Over half of them went 
through the doors of the Public Auction 
Yards in Billings. The sale is a two-part af- 
fair. First come the “prospects, loose horses 
and brood mares”. Cowboys and trainers 
bid on a few, but packing-house buyers 
wave most of the auction cards. These ani- 
mals are “going to Paris”, the local euphe- 
mism for the European horsemeat market 
(see box). One at a time, the horses are sent 
into the ring for a 20-second inspection. 
They come in all sizes and breeds: buck- 


skins with burdock-clotted tails, pintos, 
bald-faced sorrels, long-backed, rat-tailed 
Appaloosas, wild-eyed paints. A pair come 
in: even out of harness, they stay side by 
side. A buyer spares them from becoming 
dinner for Belgians. But a wild horse with 
deformed front legs gets no such reprieve 
and goes for $75. A good number are weary, 
every muscle sunken, eyes dripping. 

Outside, customers appraise the riding 
stock. In the maze of pens, buyers make pre- 
auction inspections. Feet are checked, teeth 
examined, sales pitches tested: “Works 
good in the mountains. I've packed on him 
plenty." "Steps right out, doesn't he?" In the 
auction house café, the orders change from 
eggs over easy to lunchtime fare. A Mon- 
tana brand-inspector demolishes a ham- 
burger; diners examine registration papers, 
adjust their hats, and pass judgment on the 
pie of the day. When the auctioneers, wear- 
ing the only neckties in the house, take up 
the gavel again after lunch, they are pitch- 
ing to a different audience. 

The packing-house representatives are 
still there, hoping for one last deal, but now 
the ring is also crowded with families, 
horse-dealers, ranchers, trainers and dude- 
ranch operators. A more relaxed atmo- 
sphere prevails. Gone are the flags the 
ringmen wave to get a potential France- 





From plain to plate 


BIG HORN, WYOMING 


AST year, 85,000 horses met their end 
in the four horsemeat packing plants 
left in America. In 1996 these businesses 
shipped $64m-worth of horsemeat to 
Belgium, France, Switzerland and Mex- 
ico. The prime candidate for slaughter, 
say buyers, is a 10-12-year-old well-mus- 
cled quarter horse. The hind quarters are 
| chilled and flown to Europe; the front 

| quarters are minced and sent by boat. 
This is an all-but-invisible trade. 
Even the United States Department of 
Agriculture, the government agency re- 
sponsible for inspecting horsemeat, is 
stingy with information. Studies and 
analysis of the industry are practically 
non-existent. Packing plants are about as 
open as a frozen oyster. The Central-Ne- 
braska Packing Company of North Platte 
politely but firmly rejected this reporter's 
request to visit it. "With people burning 
down plants, we don't make a habit of 
giving tours," said the manager. He was 
| referring to an incident in July 1997, 
when arsonists did $1m of damage to the 
Cavel West packing house in Redmond, 
Oregon, which specialised in horsemeat. 
A torch-happy group, the Animal Libera- 

| tion Front, claimed responsibility. 

American exports of horsemeat for 
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| 
human consumption have fallen by 
more than half in the past seven years, | 
and the number of horses slaughtered is | 
a quarter of what it was a decade ago. 
Now there may even be legislation to 
limit butchering. A proposed ballot ini- 
tiative in California would prohibit the 
slaughter of Californian horses and the 
sale of horsemeat for human consump- 
tion. But it would have little effect in the 
rest of the world. Argentina, Brazil and 
Australia will happily provide bifteck de 
cheval for those uncivilised Frenchmen | 
if America proves too squeamish. | 





bound horse to spin. Mounts are ridden in, 
often by their owners, who must duck their 
heads as they come through the door. 

Some sellers guarantee the horse com- 
pletely, including a vet’s approval. Most do 
without that. The auctioneer asks the audi- 
ence to call his attention to any blemish he 
fails to point out. Then the patter begins. A 
flashy sorrel with a flaxen mane and tail is 
advertised as having “the look of tomor- 
row. He’s got some chrome on him, doesn’t 
he?" Disposition is important. Here's a big 
honest bay, folks. The owner said every one 
of his grandchildren has ridden him.” 
Some are sold with a caveat: “This sorrel is 
eight years old and never been to town. He’s 
not a kid's horse.” 

At the end of the day, 275 horses have 
gone through the auction doors. The top 
price is $2,800. What the new owners will 
do with their purchases varies, but not 
many will work them or even ride them. 
The horse trade has become a metaphor for 
what is happening to the West. Horses, like 
the ranchland from which they spring, are 
being bought for their looks, not their use- 
fulness. Ranches of heart-halting beauty 
now fetch a small ransom; hunting, rather 
than Herefords, is the prime attraction. 
Likewise, few horses are now bought for 
their cow-instinct or stamina. Instead, they 
are being turned into living lawn orna- 
ments for the five-acre rancher with an of- 
fice job in Helena or Boise. 

There is no shortage of horses, or horse 
"trainers". There is a shortage of riders. "Ev- 
erybody's raising them and nobody's rid- 
ing them," says one horse dealer from Sheri- 
dan, Wyoming. The manager of the auction 
yard in Billings agrees. “I've seen many a 
six- or seven-year-old horse come through 
here that’s never had a saddle on him.” 
They have become the latest symbols of the 
city-dwellers’ decorative West. 





Lotteries 


The $195m 
question 


NEW YORK 


I: WAS the modern equivalent of a gold 
rush. Roads were jammed in some 
Connecticut towns with cars streaming 
across the border from New York and New 
Jersey. People stood in queues for two hours 
outside small corner shops (one sold 
10,000 tickets in two hours). Scalpers han- 
dled the tickets with awe, and the tabloids 
talked of little else. 

The gold in question? What the New 
York Daily News has dubbed “the mother 
of all lotteries"—the Powerball lottery on 
May 20th, which offered a record jackpot of 
$195m. Powerball, which was set up in 1992 
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It's exceptional service that 
makes a bank a good bank. But 
only stability makes a good 
bank a secure bank. 

Whenever you want to 
get things moving and are 
interested in reliable partners, 
include the WestLB in your 
plans. As one of Europe's 
leading banks we are big and 
above all stable enough to 
achieve even long-term goals 
— with you. Established as a 
German wholesale bank, we 


offer you all services from one 
source, made to measure and 
for as long as you wish. 

Granted, reliability doesn't 
make everything right. But 
everything's wrong without 
reliable cooperation. 

Are you looking for a partner 
near you? Simply call our auto- 
matic fax service in Germany on 
(+49) 211 5 37 95 22 to request 
a list of our worldwide network 
straight away or visit our Web 
site: http://www.westlb.com 


Reliable banking made by WestLB. 
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IT'S EASY TO SEE WHY 
TRAVELERS WHO TRAVEL 
ALL OVER THE WORLD 


are irresistibly drawn to us. 
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Phoenix 





With over 4,000* flights a day to 30 countries, United* makes the world more accessible. In fact, we fly to 
more destinations than anyone else. We also make it easy to communicate along the way, by having United 
í F employees who speak the language of your destination available at the airport and aboard your 
iz flight. Its the kind of thing we do for you every day at United. Rising to meet your needs. Rising 
above your expectations. Our global reach and our commitment to making your flight the best it can be make 


United a magnet for travelers who travel all over the world. 


* United Airlines and United Express/Source: OAG October. 1997 
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More chance of having quadruplets 


and has since sold $5.5 billion-worth of 
tickets, is backed by 20 small states and the 
District of Columbia. The small states 
banded together precisely so that they 
could offer their citizens the same chance 
to win the big prizes on offer in California 
or New York. 

The success of that strategy was seen this 
week. Nobody won the prize for 16 
drawings, which pushed up the jackpot to 
the biggest ever. Meanwhile news of the 
huge amount in turn attracted more punt- 
ers, many of them from non-Powerball 
states (some 138m $1 tickets were sold for 
this drawing—more than ten times the nor- 
mal number). As Thursday dawned, the 
winning ticket appeared to have been pur- 





chased in Pell Lake, Wisconsin. 

State lotteries date back to the 1960s. 
The reasoning was that, although gambling 
was evil, people were bound to do it any- 
way, so the states might as well get a slice of 
it—and spend the proceeds on things like 
education. Since then, lotteries have spread 
quickly: 38 states now have them, and they 
earned about $15 billion last year after pay- 
ing out slightly more that that in prizes. 
However, thanks in part to the spread of le- 
gal private-sector gambling through river- 
boat casinos and the like, growth seems to 
have slowed. Last year nearly half the states 
saw lottery revenues decrease. 

One criticism of the lotteries is that, far 
from supplementing state money for 


UNITED STATES 


things like schools, they usually replace it. A 
recent report on New York's lottery showed 
that, despite raising billions for education 
since 1966, the proportion of total state 
funds available to schools had decreased 
substantially. There have been scandals in- 
volving the operators, and complaints that 
the tickets do not reveal what the exact 
prize is (the Powerball winners can either 
get $7m a year for 25 years or a lump sum 
now of $94m) nor how much money goes 
on prizes (50% in Powerball's case). 

Critics also argue that lotteries prey on 
the wallets of poor people. One study of the 
Virginia lottery in 1995-96 found that 8% of 
the state's adults accounted for 61% of its 
ticket sales; one in six of the heavy hitters 
who spent more than $1,200 a year on their 
tickets had incomes below $15,000. 

The other flaw is that entering lotteries 
is quite simply a bad bet. The odds of win- 
ning Powerball are 80m:1. By contrast, the 
chances of dying in an air crash are 
250,000:1 and the chances of having qua- 
druplets 50,000:1. On the other hand you 
stand a better chance of winning Powerball 
than being eaten by a shark (300m:1) or get- 
ting the AIDS virus through a mosquito bite 
(*quadrillion to one" according to the 
Daily News). Many of the New Yorkers 
streaming across the border stood a much 
higher chance of winning their own small- 
er lottery (13:1). 

In other words, lotteries are only for sad 
illogical losers with regressive views about 
taxation. Which is one reason why The 
Economist bought five Powerball tickets. 


nC — ———á A 





Breathing Mexican air 


AUSTIN 


HE sun has been absent from Texas of 

late. The state's azure skies have been 
lost under a yellow pall, and tempera- 
tures have dropped to an unseasonable 
low.On May 15th, the air was declared un- 
healthy over the whole state. 

Smoke from Mexico, indeed smoke 
billowing up all the way from Nicaragua, 
is to blame. It is coming from 10,000 fires 
affecting more than 600,000 acres. The 
acrid-tasting haze has kept old and young 
Texans indoors, and left others (such as 
your tennis-playing correspondent) feel- 
ing as though they were exercising while 
smoking. Many wore masks. In the Rio 
Grande valley cotton farmers worried 
that the lack of sunshine would prevent 
this year's crop from flowering. 

Predictably, Texans lashed out at Mex- 
ico. Xenophobic types brazenly de- 
manded that Texan firemen should head 
south to show the Mexicans how real men 
deal with fires. George W. Bush, the gover- 
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nor of Texas, brushed that idea aside. It 
was a Mexican problem, he said; and be- 
sides, who was going to tend to fires back 
home, if Texas's finest were strutting it up 
in Mexico? Vice-President Al Gore, visit- 
ing Fort Worth, dutifully intoned con- 
cern. "We cannot—and we will not—ig- 
nore the impact that these Mexican fires 
are having on the families of Texas," he 
said solemnly—and assured Texas cities 
that they would not be fined for failing to 
meet clean-air standards. 

The most interesting side-effect of the 
smoke, however, was that it woke Texas 
up to the closeness of Mexico. This may 
not be news to south Texans, but it is to 
the rest of the state, which tends to live in 


. denial about its proximity to a foreign 


country. Texans have no trouble thinking 
of Mexico in abstract terms: Mexico the 
trading partner, say, or Mexico the far-off 
dusty place from which come cheap 
labourers, tequila and beach holidays. 





What Texans have trouble grasping is that 
most of them live closer to Monterrey 
than to Amarillo. The smoke is a re- 
minder that no matter how tall a fence the 
United States builds along the Rio 
Grande (and, if Congress has its way, it 
will be a veritable Berlin wall), the neigh- 
bour will still be living across the street. 








Midday in Dallas 
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Two clashing voices of the District 


vh Biase this is America!” The eyebrows arch, the voice 
rises in tones of amused incredulity. How, protests Elea- 


nor Holmes Norton, the delegate to Congress of the District of 





Columbia, could anyone seriously doubt the right of the nation’s 
capital to “home rule”? 

One answer is that over the years the District’s locally-elected 
government has been variously incompetent, venal or mis- 
guided (or, indeed, all three). A second answer is that in the past 
three years Washington has climbed from impending bank- 
ruptcy to a budget surplus: a process achieved not by the local 
politicians but by the District of Columbia Financial Respon- 
sibility and Management Assistance Authority (popularly 
known as the Control Board). 
This is headed by five worthies, 
unelected and unpaid, who, 
thanks to Congress, have as- 
sumed virtually all the func- 
tions normally performed by a 
city council and its mayor. In 
other words, home rule has been 
suspended and the capital has 
improved. The roads have fewer 
potholes; the public schools 
have non-leaking roofs; the po- 
lice force is less corrupt; mur- 
ders are at their lowest level in 
more than a decade; and the 
real-estate agents suddenly have 
more buyers on their books than 
sellers. 

There is, of course, a third 
answer which the capital’s 
white elite occasionally voice in 
their politically-incorrect mo- 
ments. Maybe this is not Amer- 
ica. Perhaps it is actually a third- 
world enclave in first-world America, with its rich white 
minority colonising the enclave’s north-western region and 
with Congress forced to act like an imperial overlord to save the 
poor native masses from themselves. As the Almanac of Ameri- 
can Politics nicely describes it: “Washington pc, the capital of 
the most successful democracy in the history of the world, is it- 
self a dysfunctional polity.” 

The blame, however, is not Mrs Norton’s. She is the kind of 
black politician, educated and articulate, who easily straddles 
any racial divide. Some may doubt the wisdom of her commit- 
ment to home rule, but none would question her idealism 
(when she was a lawyer for the American Civil Liberties Union 
she once argued before the Supreme Court for a white suprema- 
cist's right to free speech). Or, for that matter, her efficiency. 
When President Carter in 1977 appointed her to chair the Equal 
Employment Opportunity Commission, she was greeted by a 
backlog of 100,000 cases; by the time she left, in 1981, the figure 


| was down to 32,000. Clearly, she deserves not just her place— 











albeit without the right to vote—in Congress since 1990, but also 
her 90% share of the vote in the last election. 

Instead, place much of the blame on Marion Barry, also 
black, educated and articulate, but a politician whose tenure as 
Washington's mayor has served only to deepen the racial divide. 
To outsiders, his succession of election victories in 1978, 1982, 
1986 and 1994 (the sequence was broken following Mr Barry's 
imprisonment after being videotaped smoking crack cocaine 





with a girlfriend) is barely credible. How could the voters have 
kept returning him to office when, day by day, the fabric of their 
lives visibly deteriorated: more unsolved murders, more Africa- 
style roads, and the worst statistics for Arps, infant mortality, 
drug addiction and single-parent families in the country? The 
answer is that as middle-class whites and blacks alike fled to the 
suburbs, the poor who were left behind became ever more in 
thrall to the power of Mr Barry's patronage and his civil-rights- 
era rhetoric. As a politician, he has few equals. 

In which case Mrs Norton had better hope he really has de- 
cided not to run as mayor once more, just in case, yet again, he 
wins. She herself would not say that, but plenty of others will say 
it for her. Their reasoning is sim- 
ple: Congress will not return 
home rule to the District only 
for it to be abused by a Barry re- 
gime at least partly responsible 
in the past for what the Almanac 
calls *a public sector of Soviet 
magnitude and social problems 
of Third World dimensions." 
There is, they feel, a certain irony 
in the way Mr Barry greeted last 
August’s “revitalisation pack- 
age”, by which President Clin- 
ton and Congress agreed that 
the federal government would 
assume the District’s $5 billion 
in unfunded pension liabilities, 
most of its Medicaid burden 
and virtually all its prison costs. 
Because this generosity was cou- 
pled with the removal of most of 
the mayors power for at least 
four years, Mr Barry denounced 
the package as “the rape of de- 
mocracy"—an instance, surely, of the pot calling the kettle black. 

But assuming Mr Barry does not run, is home rule then the 
unquestioned good that Mrs Norton presumes? In theory, of 
course. Taxation and representation should go together, and, as 
its tax base shrinks, the District’s taxes are higher than most. Prac- 
tice, however, is bound to be imperfect. Mrs Norton argues that 
“the country from its founding did not see the District as a place 
that should be ruled from the Hill.” But the fact is that various 
forms of self-government have all come adrift, and the District 
remains dependent on Congress. 

One obvious remedy, proposed by both Mrs Norton and An- 
drew Brimmer, the soon-to-depart Control Board chairman, | 
would be to tax those who commute to work in the District (Mr 
Brimmer reckons that non-residents receive two-thirds of the 
District’s net earnings). But both know such a remedy would 
never be approved by Congress, with its influential contingent 
from neighbouring Maryland and Virginia. 

Instead, there will have to be less quantifiable remedies: bet- 
ter schools, for example, so that the children of Mr Barry's voters 
can compete for jobs, better policing, better administration and 
so on. Perhaps then, when the Control Board in 2000 certifies 
itself out of existence after four years of balanced budgets, the 
District will indeed be ready for home rule. And if it is not? As 
Mrs Norton says, "This is America". Surely being an American 
means being able to make your own mistakes. What a pity for the 
District that the Barry regime has been one of them. 
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Yankee drug-busters 


head south 


Bankers are 


HE news came as a shock, perhaps even 

to those delivering it. Robert Rubin, the 
American treasury secretary, and Janet 
Reno, the attorney-general, announced this 
week that their underlings had nabbed 
bankers from many of Mexico’s top banks, 
and over $50m in dirty assets, in an elabo- 
rate sting. The charge? Laundering millions 
of dollars in drugs profits. The shock is not 
that there is drugs money in Mexico’s fi- 
nancial system: that has been obvious to 
anyone who has watched the growing 
might of the drugs cartels along Mexico’s 
border with the United States. The real 
news is that the American government—or 
parts of it, anyway—has dealt its first seri- 
ous blow to Mexico’s traffickers. 

Over the past three years, undercover 
American agents say they lured bankers 
working with Mexico’s Juarez mob and its 
Colombian affiliate in Cali to launder 
drugs money using slippery techniques 
such as wire transfers and bankers’ drafts. 
In return, the bankers pocketed 2-3% of the 


transactions. Last weekend, the agents . 


fooled nearly two dozen Mexican bankers 
into gathering on American soil for a week- 
end of fun, and arrested them. 

Intriguingly, the Americans did this 
without collaborating with their Mexican 
counterparts. Indeed, they did so without 
informing a single Mexican. They also took 
the unusual step of fingering three banks— 
among them Bancomer, Mexico's second 
largest—for widespread laundering. 

Some see all this as a sign of American 
impatience with the failure of 
Mexican prosecutors to make 
any real progress against drugs 
corruption. Nonsense, insists 
Jose Angel Gurria, Mexico’s fi- 
nance minister: “This is not a 
question of pressure, or any- 
thing of a political nature.” 
Nothing to hide here, insists 
Hector Rangel, a top man at 
Bancomer: only a few of our 
tens of thousands of employees 
have been arrested. Besides, he 
says, Mexican banks are still 
learning how to apply launder- 
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getting caught in a daring sting. Is this a turning-point in 
the United States’ ambivalent war on Mexico’s drugs mobs? 


ing statutes, which came into 
force only last year. 

Such protests ring hollow, not 
least because Mexican prosecu- 
tors sheepishly admit they are 
now busy investigating their banks based 
on the evidence gathered by the Americans. 
By mid-week, they had already made sev- 
eral related arrests. The United States has 
asked Mexico to arrest some other bankers 
who did not turn up for last weekend’s fun. 
If the Mexicans agree—a big if—these sus- 
pects may be extradited north. 

There are strong signs that the probe 
may eventually nab perhaps as many as 
200 bankers. On May 20th, American offi- 
cials announced that they had also arrested 
several Venezuelan bankers on American 
soil as part of the same investigation into 
money laundering by Mexican mobsters. 
One American customs official involved 
with the sting says he expects some of the 
mid-level bankers already arrested to talk, 
perhaps helping to haul in bigger fish. 

If this week's events do lead to a much 
broader American crackdown on Mexican 
corruption, it will not be because Bill Clin- 
ton wants it that way. Like American presi- 
dents before him, he has spent much politi- 
cal capital defending the Mexican 
government and “certifying” Mexico every 
year as a reliable ally in the war on drugs. 
That has pleased officials in the State De- 
partment concerned about diplomatic re- 
lations and investor confidence. But Amer- 
ican drugs fighters in the front line often 





complain that their dangerous work is 
made irrelevant because their government 
fails to act as energetically against Mexico's 
mobs as it has against Colombian ones. 

Over the past few years, the Americans 
have humbled Colombian mobs through a 
combination of political pressure and ag- 
gressive action. The United States has 
cracked down hard on Colombian laun- 
dering through, for example, wire-transfer 
firms, and issued blacklists of companies 
believed to be fronts for the Cali mob. Mexi- 
can mobs have not been subjected to the 
Same treatment, despite the belief of 
Thomas Constantine, the head of the Drug 
Enforcement Administration (DEA), that 
they have surpassed Colombian rivals. 

Mr Constantine felt the need to declare 
during a visit to Mexico two years ago that 
that country's banks were awash with drugs 
money. Mr Clinton's political officials 
rushed to distance themselves from his re- 
mark. Now, they are rushing to take credit 
for this week's bust. The truth is that the 
men orchestrating this week's sting kept it 
secret for three years not only from the Mex- 
icans, whom they do not trust, but also 
from their own State Department. 

According to one then-senior DEA offi- 
cial, the United States government had 
more than enough evidence a year ago to 
pursue the most celebrated corruption case 
in Mexican history: the one against Raul Sa- 
linas, the former president's brother, on 
suspicion of laundering drugs money. 
Only reluctance in the Clinton administra- 
tion to upset Mexico's elite could prevent 
this case from going forward, he insisted. 
Within weeks, he was moved aside, and the 
Salinas case has since gone nowhere. As 
American investigators pursued their sting 
this week, a Mexican judge suddenly de- 
clared Mr Salinas not guilty of the launder- 
ing charge. Will the Clinton administra- 
tion now take the political gloves off? 
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Colombia 


Politics by 
other means 


BOGOTA 


a HE casual observer could be forgiven 
for not noticing that Colombia's presi- 
dential election is less than two weeks 
away. The four main candidates have al- 
ready wound up their campaigns for the 
vote due on May 3ist. But even when the 
campaigning was on, most voters were pre- 
occupied. That was because the country's 
civil war, though decades-old, was more 
eye-catching. The daily papers still bring 
seemingly endless reports of right-wing 
paramilitary massacres, left-wing guerrilla 
atrocities and army brutality. 

In an attempt to make their own head- 
lines, as well as headway in what promises 
to be a close election, the candidates de- 
scended into a dirty war of mud-slinging 
and fear-mongering. This hardly repre- 
sented a change. Colombia has endured 
plenty of it during the tarnished presidency 
of Ernesto Samper, widely accused of tak- 
ing money from the Cali drugs mob. 

Despite their readiness to reach for the 
mud, all the candidates have tried to offer 
themselves as Mr Clean. In this, Horacio 
Serpa, the Liberal Party’s “man of the peo- 


ple”, has had the hardest task. As the presi- 
dent's former interior minister and right- 
hand man, he has inevitably been 
associated with the unpopular reign of Mr 
Samper. Andres Pastrana, the Conservative 
who lost to Mr Samper four years ago, 
seems more convincing as the option for 
change. He enjoys the support of a former 
prosecutor-general, Alfonso Valdivieso, 
who led investigations into MrSamper's al- 
leged links with the drug traffickers. 

Apart from some discredited political 
institutions, Mr Samper will bequeath his 
successor two awkward legacies. Colom- 
bia's bloody internal conflict has escalated 
sharply. Rebels are making a mockery of at- 
tempts by the army to contain the fighting, 
and peace talks seem far away. 

As troubling, if less deadly, is the weak 
economy. Colombia's 50-year record of eco- 
nomic stability and uninterrupted growth 
has long been the envy of its neighbours. 
But the economy has slowed of late. Some 
say this is the legacy of the apertura, the 
sweeping liberalisation of the early 19905. 
Others point to the onerous financial bur- 
dens placed on the central government by 
the revision ofthe constitution in 1991. The 
biggest reason is probably that Mr Samper, 
desperate to stave off impeachment in 
1995, abandoned Colombia's famous fiscal 
prudence in favour of lax management 
and cash handouts. 

So the new president will inherit a fal- 


Canada catches scarlet fever 


VANCOUVER 


HE Mounties have good reason to cel- 
ebrate their 125th birthday this 
month. While scandal has damaged other 
great police forces, it has scarcely dented 
the popularity enjoyed by the Royal Ca- 
nadian Mounted Police. That is not en- 
tirely surprising: the Mounties have al- 
ways applied as much spit and polish to 
their image as they have to their boots. 
That, too, is the drill for their year-long 
anniversary celebration, which will dwell 
on their romantic origins when a small 
scarlet-coated mounted force rode out to 
bring law and order to Canada's western 
prairie frontier. The programme will in- 
clude displays ofexpert horsemanship set 
to band music and the release of com- 
memorative stamps, books and prints. 
All this will divert attention from two 
inconvenient inquiries into alleged mis- 
conduct. A judge in Alberta is probing the 
fatal shooting by a Mountie of a native 
woman and her son on a reserve near Cal- 
gary in March. The woman fired a rifle at 
the constable, who had been called to a 
domestic dispute; his response left the 
two dead. Native leaders suspect racist 


overreaction, which they claim happens 
all too often. 

The second is an inquiry into allega- 
tions that policemen at the Apec gather- 
ing of Asian and Pacific leaders in Van- 
couver last November used excessive 
force in preventing stu- 
dents from  protesting 
about abuse of human- 
rights in Asia. Some 
claim they have evidence 
that the prime minister's 
office directly ordered 
the police to clamp 
down and are suing the 
prime minister for 
trampling on their rights. 

These rows bring 
back bad memories. Un- 
til the late 1960s, the 
Mounties were almost 
sacrosanct. That was be- 
cause Canadians had been fed an 
idealised history written mostly by for- 
mer officers and vetted by the senior 
command. 

The rosy glow ended in the 19705, 








tering economy, stubbornly high inflation, 
a weak peso, and recent rises in both unem- 
ployment and the trade deficit. The central 
government's budget deficit has risen from 
0.3% of GDP in 1991 to 4.5% last year. 

On the economic front, Mr Pastrana has 
the backing of most businessmen and the 
confidence of analysts and the public alike. 
He favours tax cuts to rejuvenate employ- 
ment, and anti-inflation measures to im- 
prove competitiveness. Mr Serpa advocates 
investment in high technology and infra- 
structure as a means to combat unemploy- 
ment and boost exports. Perhaps because 
Mr Pastrana has dominated the economic 
debate, Mr Serpa made peace the central 
feature of his campaign. As a former negoti- 
ator with Colombia’s guerrillas, he argues 
that he is better placed to bring about an 
end to the fighting. He is certainly more 
enthusiastic. 

The outcome of the election is likely to 
turn on whether the voters are more inter- 
ested in the war or in the economy. Their 
lack of interest in the campaign and their 
understandable concern about the fighting 
suggest that the war is uppermost in Co- 
lombians’ minds. But opinion polls say 
that it’s the economy, stupid. They also say, 
in keeping with this finding, that Mr Pastra- 
na will be the next president. But first he 
may have to face a run-off against (proba- 
bly) Mr Serpa on June 21st. 





when historians and journalists began 
digging out the Mounties’ dirty little se- 
crets: mistreating indigenous people, 
breaking up strikes, violently suppressing 
left-wing protest and spying on suspected 
communists, revolutionaries and homo- 
sexuals. Most glaring was their bungled 
effort to destroy the Quebec separatist 
movement during the early 1970s. This 
debacle brought about changes. Better 
educated officers, from a 
wider range of ethnic 
groups, were recruited. 
Investigation techniques 
were improved. Account- 
ability was increased. 
The latest embarrass- 
ments have made some 
Canadians speculate 
whether these changes 
were aimed more at im- 
age than conduct. That 
will remain unknown 
until September, when 
the inquiry into the po- 
licing at the APEC meet- 
ing is due to report. Though civil libertar- 
ians are much exercised, most Canadians 
are probably more interested in this sum- 
mer's festivities, happy to be taken by 
their beloved Mounties on a musical ride. 


THE ECONOMIST MAY 23RD 1998 


Sao Paulo 


Brazil’s troubled megalopolis 


SAO PAULO 


ee eye paintully 


reinventing itself as a ser- 


vice centre. To complete the job, it needs better government 


VER since a coffee boom over a century 

ago brought money and migrants to 
Sao Paulo, Brazilians have seen the city as 
the locomotive of economic growth. By the 
19708, Sao Paulo had not only surpassed in 
size and wealth its traditional rival, Rio de 
Janeiro, but it had become the largest in- 
dustrial city in the southern hemisphere. In 
those years of Brazil’s economic “miracle”, 
the city swelled by a dizzying 5% a year, as 
the prospect of a job in its factories brought 
the poor and landless flocking in by the 
busload from Brazil's north-east. By 1995, 
the city itself had a population of 10.1m, 
and the Sao Paulo metropolitan region had 
17m people, making it one of the world's 
largest conurbations, rivalling Mexico city 
and Tokyo. 

Now, however, the “city that cannot 
stop", as it was once proudly known, ap- 
pears to many to have crawled, rusting, into 
a siding. By the official count, open unem- 
ployment in the Sao Paulo metropolitan re- 
gion has jumped to 9% in March, the high- 
est figure since 1982. Throw in the under- 
employed, and the figure is double that, or 
15m people. With unemployment have 
come rising crime and violence, especially 
in poorer districts. In the first three months 
of this year, 2,129 people were murdered in 
greater Sao Paulo (up from 1,900 in the 
same period last year), or roughly one an 
hour. Add to that pollution, traffic and gen- 
eral ugliness, and it is not surprising that 
polls suggest 6096 of Paulistanos would like 
to leave the city. 

Behind this malaise lies a structural 
change in the city's economy, and in Bra- 
zil's. Poor communications, protective tar- 
iffs and chronic inflation meant that from 
the 19505 factories for new industries such 
as car making came to cluster round the 
city, heedless of costs, since that was where 
the consumer market lay. Today, more 
open trade, better roads and low inflation 
mean that many industries no longer need 
to be in thecity—and have many reasons to 
cut costs by fleeing it. 

First, new factories began to sprout on 
green-field sites in pleasant, fast-growing 
towns in the interior of Sao Paulo state. 
More recently, to Sao Paulo's chagrin, other 
states such as Parana, Rio Grande do Sul 
and MinasGerais have offered tax breaks to 
lure big new car factories. Such deals make 
headlines, yet they are misleading. In 1996, 
Sao Paulo state still accounted for 53% of 
Brazil's industrial output, a share that has 
barely changed since 1990. The difference 
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is that industry is now spread out over a 
much wider area: in economic terms, Sao 
Paulo's metropolitan region today has a ra- 
dius of roughly 100 kilometres (60 miles), 
including satellite cities such as Campinas 
and Sao Jose dos Campos. State officials 
like to compare this area, with its universi- 
ties, research institutes and new computer 
and telecoms equipment plants, to North 
Carolina's "research triangle". 

In the traditional industrial belt on the 
city’s southern fringe (an area known as 
ABC, after its towns' initials), officials in- 
voke, with fear, a different parallel: Detroit. 
Car factories made these towns prosperous. 
Now they struggle to attract new industry. 
Powerful trade unions pushed up wages, to 
40% higher than in neighbouring states. 
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Land is expensive, and traffic congestion 
makes just-in-time supply difficult. 

Such places have acquired the air of 
dormitory towns, as shopping centres and 
hypermarkets sprout where once factories 
stood. But these ventures are lured by a con- 
sumer market formed by industrial work- 
ers, argues Celso Daniel, the mayor of Santo 
Andre. ABC, he says, must hang on to the 
industry it still has by helping it to modern- 
ise. Mr Daniel is involved in a pioneering 
“regional consortium" of the ABC towns, 
which is trying to improve infrastructure 
and workers’ training. 


Post-modern miasma 


If some parts of Sao Paulo have carried the 
costs of Brazil’s opening to foreign trade 
and investment, others have grabbed many 
benefits. One face of the future is the jagged 
line of post-modern skyscrapers on the 
Marginal (the inner-ring road) beside the 
river Pinheiros. This area now accounts for 
70% of deals in Sao Paulo’s market for of- 
fices, which booms despite Brazil’s slump. 


THE AMERICAS 
In 1997, 300,000 square metres of office 
space was sold—three times the annual av- 
erage in the decade to 1993, according to CB 
Richard Ellis, a property firm. 

Sao Paulo is Latin America's largest fi- 
nancial centre, and companies'—especially 
multinational companies —first choice for 
head offices. In their wake come consul- 
tants, accountants and international law 
firms. The trade fairs and conferences, fash- 
ion shows and cultural events that also 
come, plus Brazil's best restaurants and 
shops, mean that, improbably, the city now 
claims to attract more tourists than Rio. In 
short, Sao Paulo has become the business 
capital of Mercosur, the putative common 
market centred on Brazil and Argentina. 
Proof of that came last year, when a consor- 
tium headed by Bell South paid a huge $2.5 
billion for a licence to set up a mobile 
phone service in the city. 

Yet the Marginal Pinheiros also shows 
another side of the city: the river is a stink- 
ing cess-pit, the ring-road is choked at rush 
hour, and some offices overlook shanties. 
For decades, South America's most robustly 
capitalist city grew through its own, restless 
momentum, while public services failed to 


| keep up. A quarter of the population lives 


in favelas, or shanty towns. And unlike 
some of the 1950s migrants, who quickly 
prospered, the average favela-dweller is 
now stuck there, in unhealthy surround- 
ings, for around 15 years, according to Pe- 
dro Jacobi, of the University of Sao Paulo. 

The citys air and waterways are pol- 
luted and its drains overwhelmed by 
storms, producing floods that stop traffic 
for hours. A helicopter fleet larger than that 
of Los Angeles is an alternative few can af- 
ford. Mexico city has over 200km of metro 
lines. Sao Paulo has less than 50km. 

The administration of Sao Paulo is 
complicated by a division of responsibility 
between the state (which handles schools, 
police and railways), the city and the 39 
other mayoralties that make up the metro- 
politan region. Politicians have not im- 
proved matters. The state government went 
bust in the early 1990s. Only now has it 
started work on an orbital motorway, more 
metro lines and improvements to the sub- 
urban railway. More recently, the mayor's 
office has been to blame for mismanage- 
ment. Paulo Maluf, a conservative populist 
who was mayor from 1992 to 1996, broke 
the budget by building expensive tunnels 
which, predictably, failed to get the traffic 
flowing. His successor, Celso Pitta, is strug- 
gling to find the money for a better idea, a 
souped-up trolleybus system. 

At last, as Sao Paulo's population 
growth rate has slowed to under 0.5% a year, 
the opportunity exists to make good the 
shortfall in services. If it is to get back on the 
tracks, Brazil's locomotive needs to offer a 
better quality of life to its residents. 
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What to do about Iran 


BUENOS AIRES AND TEHRAN 


Aconfusion of sanctions, terrorism, natural gas and a new president 


HOULD Iran, a serious country from a 

political, economic and geographical 
point of view, continue indefinitely to be 
treated as some kind of “rogue state” by the 
United States? As the Americans cautiously 
debate this question, two developments 
this week may affect their calculations. The 
trouble is that the two seem to pull in oppo- 
site directions. 

First, Argentina claims to have come up 
with new evidence linking Iran with 
the bombing of a Jewish centre in 
Buenos Aires in 1994, which killed 
86 people, and an attack on the Is- 
raeli embassy in 1992, which killed 
29. Second, in a deal between the 
United States and the European 
Union, President Bill Clinton has 
agreed to waive sanctions against at 
least some companies investing in 
Iran’s oil development. 

An Argentine federal judge, Juan 
Jose Galeano, has been leading an in- 
vestigation into the Buenos Aires ter- 
rorist bombings for the past three 
years. The inquiry has gone slowly, 
pointing blame in various direc- 
tions: these include Iran, two guer- 
rilla groups over which Iran has or 
had considerable influence (Leba- 
non’s Hizbullah and the Palestinian 
Islamic Jihad), and right-wing Argen- 
tine extremists. So far no charges 
have been filed, although one Argen- 
tine suspect has been in custody for 
three years. 

But last week Mr Galeano or- 
dered the detention of eight Iranians 
for questioning and Clarin, a lead- 
ing Argentine newspaper, reported 
that an international warrant might soon 
be issued for the arrest of Mohsen Rabbani, 
a former Iranian cultural attaché, who left 
the country last year and was told by the 
Argentines not to return. Argentina has ex- 
pelled all but one of the Iranian diplomats 
in Buenos Aires and relations are on the 
verge of being broken. 

A visit this month by Louis Freeh, the 
head of America’s FBI, encouraged specula- 
tion that the United States was pushing Ar- 
gentina to implicate Iran in the terrorism. 
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The Americans had urged Argentina to 
break diplomatic relations with Iran at 
once after the bombing of the Jewish centre, 
but Argentina, lacking clear evidence and 
reluctant to damage valuable trade with 
Iran, held off. Now, however, the Argen- 
tines plainly believe the trail to be stronger. 

Iran, which flatly denies any involve- 
ment in the bombings, has responded to 
the expulsion of its diplomats with un- 





Terrorism unforgotten in Buenos Aires 


usual restraint. Nor, indeed, is it particu- 
larly worried. Iranians recall that the first 
probe into an Iranian trail fizzled out after 
the main witness turned out to be an im- 
postor; they are again questioning the va- 
lidity of testimony given by Iranian exiles, 
including a former intelligence agent. 

Iran expressed similar scepticism about 
the evidence that led a Berlin court last year 
to find the Islamic regime implicated in the 
1992 murder of four Iranian Kurdish dissi- 
dents: the same intelligence agent is said to 


have been pivotal in that case. Yet Iran is 
strongly suspected of pursuing, and killing, 
senior dissidents in the past. Be that as it 
may, say Iranians, they did not suffer much 
from the Berlin verdict. The European 
Union withdrew its ambassadors for a 
time, but Eu trade delegations continued to 
scout around Iran. The ambassadors came 
back some months after Iran elected its lib- 
eral-minded president, Muhammad Kha- 
tami, new “substantive talks” are now 
about to begin, and the bitter German inci- 
dent is rarely mentioned. 

Although the Iranians are showing re- 
straint in their reaction to semi-accusations 
of terrorism, they are full-voiced in re- 
sponding to the American “retreat” on 
sanctions. “America finally bowed to Euro- 
pean pressure,” rejoiced the state news 
agency. Ali Akbar Hashemi Rafsanjani, an 
influential ex-president, boasted 
that “America’s defeat in efforts to 
isolate [Iran] is a sign of our strength." 

The question had been whether 
America would take action against a 
French-led consortium that had bro- 
ken the law Congress passed two 
years ago to stop companies invest- 
ing in Iranian (or Libyan) energy. 
Under the preliminary deal worked 
out in London on May 18th, America 
may exempt European companies 
from such punishment (though, said 
officials, there would be no auto- 
matic waiver for firms investing in 
pipelines that run across Iran from 
the Caspian). As a start, America 
waived sanctions against a French 
company, Total, and its Russian and 
Malaysian partners for signing a $2 
billion contract last year to develop a 
gas field in south Iran. 

The point of the law had been to 
drain Iran of the money that was 
supposedly going either to finance 
its terrorist operations around the 
world or, even worse, to develop a 
nuclear bomb. But Total charged in, 
securing for itself a splendid foot- 
hold in Iran. As America dithered 
over whether or not Total should be pun- 
ished for its defiance, other European com- 
panies, including Royal Dutch/Shell, held 
back, waiting to see which way the decision 
would go. Some 11 major contracts, worth 
billions of dollars, are up for tender but, un- 
til now, the fear of reprisal has discouraged 
bids. Iran has every reason to exult. 

In discussions on trade with Iran, the 
Americans have recently put more stress on 
the need to starve Iran's nuclear ambitions 
than on curbing its support for interna- 
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tional terrorism. They hope that the quid 
pro quo from Europe will be firmer and 
more vigilant co-operation in preventing 
Iran from acquiring the wherewithal to de- 
velop its military nuclear potential. But if 
Argentina comes up with convincing evi- 
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dence of Iran's involvement in the Buenos 
Aires bombings, it may bear on American 
calculations. Under Mr Khatami, Iran 
would seem to be moving away from the 
deeds that led to its outlaw status. It could 
still be caught by its past. 





Copts in Egypt 


The danger of foreign meddling 


CAIRO 


Two articles on Christians in the Middle East. First, Egypt’s Copts fear outside 
interference; second, Lebanon’s Maronites decide to vote 


OW could anyone argue against a law 
that protects religious minorities? 
Well, try Egyptians. Legislation that is 
winding its way through the American 
Congress has roused a furore in Egypt, 
where 5m Coptic Christians rub shoulders 
with 55m Muslims. The bill, passed by 375 
votes to 41 in the House of Representatives, 
would impose automatic sanctions against 
states that America deems to have abetted 
religious persecution or turned a blind eye 
to it. Along with China, Pakistan and Su- 
dan, the bill’s sponsors have named Egypt 
as a likely offender. 

In Egyptian eyes, such pressure is arro- 
gant—and dangerous. It is not just that 
Egypt could be threatened with losing the 
$2.1 billion of American aid it receives each 
year. Nor is it simply that the government 
denies there is anything like persecution in 
Egypt. The worst of it is that singling out 
Copts for superpower intervention could 
have the effect of intensifying Egypt’s per- 
vasive—though generally mild—discrimi- 
nation against its Christians. 

Why would the United States want to 
do this? ask Egyptians. Suspicion of Ameri- 
ca’s motives has deepened in recent years. 
Egyptians see it punishing poor countries, 
such as Iran and India and now perhaps 
Egypt, while pampering a nuclear-armed 
and peace-resistant Israel (a country, they 
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would add, whose whole raison d'être is to 
discriminate on religious grounds). Presi- 
dent Hosni Mubarak suggested this week 
that Egypt is the victim of a campaign by 
America's pro-Israeli lobby. At a Cairo café, 
a rich banker goes further. Israelis, he says 
with a puff on his waterpipe, “want to keep 
our economy down". 

The suspicion cuts across the Christian- 
Muslim religious divide. "Those who are 
trying to interfere in Egypt's internal affairs 
are, in fact, stabbing Copts in the heart," de- 
clared an impassioned Christian member 
of parliament, Edouard al-Dahabi. "1 will 
ally myself with the nearest Egyptian Mus- 
lim rather than an American congress- 
man,” echoed Yousef Boutros-Ghali, a 
member of Egypt's grandest Coptic family, 
who is also minister of the economy. 

Members of the large Coptic emigrant 
community in the West do not necessarily 
share these views. During hearings on the 
bill, the Washington Post published paid 
advertisements alleging systematic oppres- 
sion of Copts. On the Internet, Coptic 
fringe groups accuse Muslims of plotting to 
cleanse the Middle East of all other faiths. 

These are wild accusations. But Egyp- 
tian Christians do have legitimate griev- 
ances. Mr al-Dahabi was addressing a 
house whose 444 elected members are all 
Muslims. He himself is one of ten members 
appointed by the president. 
In the most recent par- 
liamentary election, Mr 
Mubarak’s National Demo- 
cratic Party failed to field a 
single Coptic candidate. 
None of Egypt’s provincial 
governors or university pres- 
idents, and very few of its se- 
nior army, police and judi- 
cial officers are Christian. In 
the country's education sys- 
tem and on the job market, 
there is petty discrimination 
everywhere. 

On the other hand, many 
of Egypts most successful 
businessmen and celebrities 
are Copts. The Coptic church 


is vibrant; its services are packed, and once- 
forlorn desert monasteries bustle with ac- 
tivity. Moreover, the government has been 
keen to project a conciliatory image. 
Church lands seized during land reform 40 
years ago have just been returned. The gov- 
ernment has relaxed a 150-year-old law that 
required presidential permission for build- 
ing churches. The Church of St Simeon, a 
cavernous amphitheatre for 20,000 people 
recently quarried out of the limestone cliffs 
that loom over Cairo, is one of the most 
striking new churches in the world. At As- 
wan, a grandiose cathedral is rising behind 
the venerable Old Cataract Hotel. 

Yet secular-minded Egyptians note that 
the success of the official church may itself 
be a symptom of an unhealthy rise in com- 
munal feelings. Two decades of a deep- 
rooted religious revival in Islam have not 
left Egyptian Christians untouched. Most 
dramatically, the extremist Muslim groups 
challenging the government have some- 
times attacked Christians: a 1997 machine- 
gun assault on a village Sunday school in 
Upper Egypt killed nine people. (The over- 
all toll of Christians dying violent deaths, 
however, reflects their proportion of the 
population, which happens to be high in 
backward and troublesome Upper Egypt.) 

A more enduring effect of the revival is 
that Christians have themselves grown 
more religious, more parochial, more sepa- 
rate from their Muslim neighbours. Coptic 
Christianity has endured for 1,400 years 
under Muslim rule, which is to say seven 
times longer than the United States has ex- 
isted. In fact, a majority of Egyptians were 
Christian until around 1300. The tide 
turned against them then because of for- 
eign meddling. Crusader invasions of the 
Holy Land sparked a historic shift in gener- 
ally tolerant Muslim attitudes, which 
played itself out in a wave of persecution 
against Christians. This, Egypt's Copts be- 
lieve, could once again be the danger, 





Maronites in Lebanon 
Back in the game 


BEIRUT 


LECTIONS are normally dull affairs for 

Lebanese Christians. Since the civil 
war, during which the country’s once-dom- 
inant Maronite Catholics lost much of 
their power, the best known Maronite poli- 
ticians either went into exile or landed in 
jail. Most of the remainder boycotted the 
two parliamentary elections held since the 
war ended in 1991, on the grounds that they 
were orchestrated by the Syrians, whose 
forces occupy most of Lebanon. Maronite 
voters had no choice but to plump for can- 
didates who had cut deals with the Syri- 
ans—and were therefore traitors in the eyes 
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of their electorate. But in the municipal 
elections due to start on May 24th, some of 
the big names of Maronite politics are 
creeping back on to the ballots. To the de- 
light of Lebanese of all creeds, the poten- 
tially humdrum local polls have blos- 
somed into lively political debates. 

In fact, the Lebanese are astonished that 
the vote is going ahead at all. These are the 
first municipal elections since 1963. The 
government, never very sensitive to the 
niceties of democratic procedure, has al- 
ready postponed them once, arguing that 
the peace was still too fragile to withstand 
divisive campaigning. Despite almost daily 
denials from ministers, many suspect the 
vote might still be cancelled at the last 
minute. The government and its Syrian 
backers, or so popular wisdom runs, will 
not risk giving their civil-war foes a fresh 
toehold in politics. 

But the regime knows that interna- 
tional donors and investors set much store 
by smooth-running local government. 
Over half the councils elected in the last 
round of local elections have had to be dis- 
solved because the majority of their elderly 
members have either died or left the coun- 
try. Furthermore, Lebanon’s constitution 
leaves little power to the municipal coun- 
cils. Even their budgets must be approved 
by the central authorities. Opening up local 
government allows Syria to draw dissident 
Maronites into the political process with- 
out conceding them much influence. 

So why has the Maronite opposition 
abandoned its boycott for so inconsequen- 
tial a prize? Publicly, the Maronites argue 
that local councils are the only layer of gov- 
ernment not controlled by Syria, so they 
can take part without becoming collabora- 
tors. The local polls will be a good way to 
prove their enduring popularity, they say, 
since it would be nigh on impossible to rig 
the results of over 9,000 different races. But 
in private they concede that after eight 
years of inactivity, they would be consign- 
ing themselves to irrelevance if they did not 
at last take part in a vote. 

Most prominent Maronites want sim- 
ply to regroup their core supporters. Dory 
Chamoun, the son of a former Lebanese 
president and brother of a war-time militia 
leader, is standing for a seat on the council 
in his home-town of Deir al-Qamar, while 
supporters of Michel Aoun, the exiled army 
chief who fought the Syrians for control of 
Lebanon, are putting together a slate for the 
Maronite stronghold of Jounieh. 

But even these modest ambitions have 
caused tensions. Walid Jumblatt, a minis- 
ter and former militia leader whose men 
defeated the main Maronite force during 
the civil war, is already growling about 
fresh conflict. Bombs have gone off outside 
three branches of a pro-Syrian party in the 
Maronite heartland. With the various 
shoot-outs and fist-fights between Hizbul- 
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lah and Amal, the two main Shia Muslim 
parties, a public rift within the family of 
President Elias Hrawi, and a series of ever- 
more improbable alliances between differ- 
ent Sunni, Shia and Christian groups, the 
elections have become a daily soap-opera 
for Lebanese voters. 

In the long run, that may be the cam- 
paign’s most important legacy. The relative 
freedom and liveliness of the elections 


FIERT - =á +- R74 - wow LA 
Bie 


m E i 


EDSA ah eA SOET. 
INTERNATIONAL 


have attracted a new, more youthful class of 
candidates and campaigners. The enor- 
mous number of seats up for grabs, and the 
intense, localised nature of the campaign- 
ing has drawn many into politics for the 
first time. Whatever the results, the deepen- 
ing and revitalising of democracy in Leba- 
non may prove more of a challenge to Syr- 
ian authority than any of those erstwhile 
Maronite grandees. 





Africa 


The new princes fall out 


Hopes of an African **renaissance" begin to fade as the reformist regimes start 


to quarrel among themselves 


HE “new leaders” of Africa, the handful 

of rulers who were supposed to be 
cleaning up the continent and leading it 
into the 21st century, are falling out with 
one another. In the Horn, the rulers of Eri- 
trea and Ethiopia, once close allies in over- 
throwing the regime of Mengistu Haile 
Mariam in 1991, are exchanging fire across 
their common border and talking of “full- 
scale conflict”. In Central Africa, the leaders 
of Uganda and Rwanda, which last year 
helped to launch Laurent Kabila to power 
in Congo (formerly Zaire), boycotted his re- 
gime’s first birthday party last week. A pre- 
party summit of 16 heads of state had to be 
abruptly cancelled. 

This is not at all the common approach 
to regional problems that is expected from 
the West’s new allies in Africa. Susan Rice, 
in charge of Africa at America’s State De- 
partment, has gone scuttling off to the con- 
tinent to try to get some of these old friends 
to make up and be buddies again. 

“New leaders” is an American-invented 
term for the military princes—such as 
Uganda’s Yoweri Museveni, Ethiopia's 
Meles Zenawi, and Eritrea’s Issaias Af- 
werki—who have driven out the corrupt 
old rulers, such as Zaire’s Mobutu Sese 
Seko, dubbed the “toad kings”. In general, 
the new men have introduced market re- 
forms plus a measure of democracy, though 
not on a western model. They seek to be on 
good terms with the West, particularly 
America, which would like their countries 
to be islands of stability and growth in a 
fragile continent. An African “renaissance” 
has been spoken of, perhaps too freely. 

The row between Ethiopia and Eritrea 
is surprising because of the close relations 
between their presidents. Mr Issaias’s Eri- 
trean nationalists supplied and fought 
alongside the Ethiopian rebels in the 1980s. 
After Mr Mengistu's fall, they engineered 
Eritrea's independence in the teeth of Ethi- 
opian nationalism. Though this left Ethio- 
pia landlocked, the two leaders managed 
the arrangement amicably, through regular 





meetings and telephone calls. 

Things began to go wrong last year 
when Eritrea launched its own currency, 
the nakfa. Unexpectedly, Ethiopia an- 
nounced that trade between the two coun- 
tries should be in hard currency. Then Eri- 
trea expelled Ethiopian officials from the 
lifeline ports of Assab and Massawa. In re- 
turn, Ethiopia expelled several thousand 
Eritreans from its north-western province. 
Telephone calls, this time, did not do the 
trick of producing harmony. Small border 
disputes broke out, culminating, on May 
6th, in armed clashes. 

The disputed territory—remote but fer- 
tile and said to contain gold—is not the real 
issue. More important is the fact that Ethio- 
pia, big, ancient and proud, has its main 
access to the outside world controlled by 
small, new, feisty Eritrea. This has snapped 
the bonds forged in war. 

Their quarrel has worrying implica- 
tions for regional stability. Ethiopia and Er- 
itrea are generally regarded as bastions of 
secular and sensible rule against chaotic 
Somalia to the east and Sudan's Islamist 
fundamentalism to the west. Both coun- 
tries are also friendly towards Israel. Hence 
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the dispatch of Ms Rice. 

The Americans are less concerned 
about Mr Kabila’s spoilt party. They do not 
feel that Mr Kabila has yet earned a place in 
the new-leader club. The summit was sup- 
posed to bring together regional heads of 
state to discuss the continuing wars in east- 
ern Congo, Rwanda and Burundi. But 
Uganda’s Mr Museveni and his Rwandan 
counterpart, Paul Kagame, refused. Per- 
sonal pique played its part. Mr Kabila was 
once thought of as their puppet. No longer. 

The Banyamulenge people—Tutsis 
from eastern Congo who are close to the 
Rwandan and Ugandan regimes—used to 
be the backbone of Mr Kabila’s army. But he 
has now got his own power-base and sent 
the Banyamulenge packing, undermining 
his relations with both countries. 

In addition, both Mr Museveni and Mr 
Kagame are fed up with what they see as Mr 
Kabila’s erratic and ineffectual rule. They 
disagree with him on how to solve the re- 
gional wars. Congo, claim Uganda and 
Rwanda, is harbouring rebels who are try- 
ing to overthrow their governments. They 
want Mr Kabila to take a much harder line. 
All good reasons. But perhaps, above all, 
they cannot bear to see their protégé up- 
staging them in their own area. 





Mozambique 
Minus a party 


MAPUTO 


| IS often held up as a model, a country 
that has managed the difficult transition 
from civil war to multi-party democracy. 
However, the smoothness of Mozam- 
bique’s move depended on Renamo, the 
rebel faction, playing its part in the demo- 
cratic process as parliamentary opposition. 
This has worked, until now. But Mozam- 
bique is to hold municipal elections on 
June 30th and Renamo has announced 
that it will not take part in them. 

Unusually, for a new democracy, Rena- 
mo’s withdrawal has nothing to do with 
oppression by the ruling party, Frelimo. 
After 15 years of civil strife, Frelimo has 
worked hard for peace. Dissent is toler- 
ated and the government does not, in 
general, repress civil liberties. Rena- 
mo's withdrawal signals its inability 
to refashion, and maintain, itself as a 
viable political party. 

During the war, Renamo's main 
objective was to create havoc. Set up by 
white-ruled Rhodesia and then adopted 
by apartheid South Africa, the rebel group 
had no ideology, its aims were disruptive 
and its methods barbaric. Yet in 1994, hav- 
ing negotiated peace with Frelimo, it 
turned political, contested the parliamen- 
tary election and won 38% of the vote. Its 
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T HE hottest product in Saudi Arabia’s 
booming black market is Viagra, 
America’s “wonderdrug” for impotent 
men. Although it has yet to be licensed in 
the desert kingdom, or in any other Gulf 
State, it is in huge demand. Tablets 





branded as Viagra, the commercial 
name for Pfizer's drug Sildenafil Citrate, 
are an instant hit with both Saudi and 
expatriate men seeking to resurrect their 
flagging libidos. They change hands un- 
der the counter for as much as $80 a pill, 
ten times their retail price in America. 
The trouble, say Saudi pharmacists, is 
that not all the tablets now on the black 
market may be what they claim. 

With travellers from foreign cities 
bringing the pills into the country hid- 
den in their hand luggage, the opportu- 
nity for bogus pills to be sold as the real 
thing is huge. Although Saudi Arabia 
takes a famously tough line on drug 
smuggling, announcing threateningly to 
visitors on their visa form “Death for 
Drug Traffickers”, it is equivocal when it 
comes to medication. Each year thou- 
sands of Muslim pilgrims enter the 
country with pills for personal medical 
use, many of which are unlicensed in 








leaders were induced to abandon war for 
politics with gifts of money, cars and 
houses. The trouble was that they failed to 
carry out the basic organisational tasks ex- 
pected of a normal political party. 

The government, and the western coun- 
tries that give Mozambique aid, had made 
extensive concessions to Renamo to tempt 
it to take part in the local elections. These 
had already been delayed twice by its com- 
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Saudi Arabia. Since they are not classed 
as narcotics, nor destined for resale, the 
authorities turn a blind eye. 

The illegal smuggling of large quanti- 
ties of Viagra is a different matter. No 
doubt there are many genuine customers 
for a drug that tackles impotency. But, as 
elsewhere, the pill is finding a ready mar- 
ket among men looking to enhance their 
sexual prowess. Widespread use of an 
unlicensed sex pill sits a bit uncomfort- 
ably with Saudi Arabia's deeply conser- 
vative moral codes. | 


plaints—and its need for more time to 
mount a credible campaign. Renamo 
claimed that the registration of voters had 
been fraudulent, even though the electoral 
commission, on which three Renamo ap- 
pointees served, found no fraud. 

President Joaquim Chissano negoti- 
ated directly with Renamo's leader, Afonso 
Dhlakama. The government agreed to 
nearly all Renamo's demands. But when 
the deadline for registering candidates 
came in mid-April, Renamo had registered 
none. Instead it issued a fresh set of de- 
mands. The government, calling its bluff, 
said there would be no more delay. 

Good riddance, perhaps. But interna- 
tional donors, who are paying the $20m 
bill for the elections, are unhappy. They 
had hoped that the vote would decent- 
ralise the administration—and pro- 
mote democratic development—by 
strengthening municipal govern- 
ment. Instead the elections have be- 
come a source of political instability. 
By its boycott, Renamo has blundered 
into a crisis. For a start, it is expected to 
obstruct voting in the rural areas it con- 
trols. Moreover, the boycott could lead to a 


showdown with the government over the 
extra-legal privileges it retains from the 
war, including a small armed force. 





THE ECONOMIST MAY 23RD 1998 





Can Kohl win in September? 


The German chancellor’s Christian Democrats are still well behind the Social 
Democrats in the election campaign. But the gap may start to close 


ALF a miracle is better than none. De- 
spite all his efforts, Helmut Kohl may 
well lose the German general election in 
September. But at least “the old war- 
horse"—as the chancellor proudly calls 
himself these days—has managed, against 
the odds, to convince his demoralised 
forces that victory is still possible. 

After a fighting two-hour speech on 
May 18th at the congress of his Christian 
Democratic Union in Bremen, the chancel- 
lor won a ten-minute standing ovation and 
ceaseless chants of “Hel-mut! Hel-mut!” 
Even veterans of his 25 years as party boss, 
16 of them as head of government, could 
not recall anything quite like it. 

Only seven months before, at the last 
party get-together in Leipzig, Mr Kohl had 
put on so feeble a show that rumours 
spread that he might soon be replaced by 
his quick-witted parliamentary leader, 
Wolfgang Schauble. Matters then became 
even worse for the Christian Democrats: 
embarrassing party squabbles, clever elec- 
tioneering by the opposition Social Demo- 
crats, and an unseemly tiff with France over 
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Mr Kohl's beloved baby, the euro. 

Yet there he was, back on top form, in 
Bremen. “The great chairman” treated the 
1,000 delegates to a heady mix of idealism, 
pathos, irony—and Olympian disdain for 
his Social Democratic challenger, Gerhard 
Schroder. Mr Schauble, the “crown prince”, 
got a big hand, but not least because “dear 
Wolfgang” was ostentatiously praised by 
Mr Kohl for his “tremendous work”. Theo 
Waigel, chairman of the Christian Demo- 
crats’ stroppy Bavarian ally, the Christian 
Social Union, was also applauded. Didn't 
Mr Waigel have a stand-up row with Mr 
Kohl only last autumn which seemed to 
threaten the link between the two "sister 
parties"? Gone—if not quite forgotten. In 
Bremen all manner of differences were bur- 
ied (or at least firmly shelved) in a common 
yearning to trounce the opposition at the 
polls for the fifth time in a row. 

Much easier said than done. Opinion 
polls suggest that, if the election were held 
now, the Social Democrats and their most 
likely allies, the Greens, would win about 
half the vote—and have a clear but not stun- 


ning majority in parliament. Mr Kohl's 
centre-right coalition, including the Free 
Democrats (liberals) trails with close to 
40%. True, the coalition came from behind 
to win in 1994. But at this stage of the cam- 
paign, with only four months to go to poll- 
ing day, it had already picked up steam and 
anyway faced a less daunting candidate for 
chancellor. Polls still show the media-mag- 
netic Mr Schróder as by far the most popu- 
lar politician in Germany, with Mr Schau- 
ble following. Mr Kohl lags far behind. 

Moreover, though the Bremen rally put 
new heart into the party faithful, will that 
mean more votes on September 27th? The 
economy is at last growing a bit faster; un- 
employment is starting to fall. But at 4.4m 
(a rate of 11.4%) in April, the number out of 
work is still vast; Mr Kohl has long since 
abandoned his aim to halve it by 2000. In 
his Bremen speech, he lashed the Social 
Democrats for last year blocking the tax re- 
forms that he (rightly) reckoned were, and 
are, needed to bring more investment and 
jobs. Yet voters may wonder why the gov- 
ernment had not acted more firmly before. 
Doesn't Mr Kohl's prestige in European 
policy count in his favour? A bit, no doubt, 
but not decisively. If anything, Mr Kohl’s 
dogged insistence on bringing in the euro 
will count against him, however unjust he 
may feel that to be. 

Small wonder that most pundits 
reckon a Schróder-led government is in the 
offing. Even a member of the Christian 
Democrats’ national executive privately ad- 
mitted in Bremen that he believed the elec- 
tion would be lost, Mr Kohl's rhetoric not- 
withstanding. Still, the result may be close. 

For one thing, according to the opinion 
polls, the Greens have contrived to lose al- 
most half their support in recent months 
with their demand for a near-tripling ofthe 
petrol price(admittedly over the long term). 
If they sink under 5%, as they did in the west 
in 1990, they will be entitled to no par- 
liamentary seats and will be lost to the So- 
cial Democrats as a partner. Moreover, dif- 
ferences among the Social Democrats on 
economic and social policy, hitherto pa- 
pered over, are starting to emerge more 
clearly. Mr Schroder, for instance, aims to 
bring in as his labour minister a trade 
unionist whose views on pension reform 
are deplored in the parliamentary party. 

It is the recent election in the eastern 
state of Saxony-Anhalt, though, that poses 
the biggest threat so far to Mr Schroder’s 
hopes of the chancellery. On the face of it, 
this looks odd because the Social Demo- 
crats won a bit more support there than be- 
fore and the Christian Democrats lost heav- 
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ily. But the state’s Social Democratic 
premier, Reinhard Hóppner, has decided 
to form a minority government tolerated 
by the Party of Democratic Socialism, the 
ex-communists, not a "grand coalition" 
with the Christian Democrats. 

There are two ways this may, and prob- 
ably will,harm Mr Schróder. One is that Mr 
Kohl and his men may be able to persuade 
voters that a HOppner-style "people's front" 
could be in the offing at national level in 
Bonn. They used a similar argument with 
some success in the 1994 campaign. But 
more dangerous to Mr Schróder is that he 
advocated a grand coalition for the state 
this time and Mr Hóppner successfully de- 
fied him. Some Social Democratic bigwigs, 
to Mr Schroder’s consternation, even see 
the Saxony-Anhalt set-up as a possible 
model for other eastern states. 

Is Mr Schroder (in contrast to Mr Kohl) 
incapable of getting his way in his own 
party? And if so, how would he defend Ger- 
man interests if he were to become chancel- 
lor? Such are the questions the Christian 
Democrats and their Bavarian friends will 
be asking in unison over the next four 
months. Mr Schróder is still well ahead but, 
after the Kohl-induced togetherness of Bre- 
men, he may find it harder to stay there. 





France's right 


New name, old confusion 


PARIS 


The latest attempt to create a new all-encompassing movement on France's 
right wing looks unlikely, yet, to succeed 


H?" fast things change. Only a year 
ago a coalition of the Gaullists' Rally 
for the Republic (RPR) and the centre-right 
Union for French Democracy (upr) held 
sway across France. It had the presidency, 
four-fifths of the seats in the National As- 
sembly, and nearly two-thirds of them in 
the Senate. It controlled 20 of the 22 re- 
gions, most of France's 104 departments, 
and most big towns. Now, ignominiously 
ousted from power in last year’s parliamen- 
tary election, racked by rivalry at the top, 
rocked by corruption scandals, divided 
over its attitude to Jean-Marie Le Pen's far- 
right National Front, it is a shambles. 
Hence, in the past week, an attempt to set 
up à grand new Alliance, as it calls itself, to 
overhaul the entire cumbersome structure 
of the mainstream right and to woo French 
voters back from far right as well as left. 
The move was precipitated earlier this 
month when Alain Madelin, France's most 


vociferous free-market politician and a for- 
mer finance minister, decided, along with 
most fellow members ofhis Liberal Democ- 
racy group, to break away from the UDF. 
The UDF, itself a gaggle of five main groups 
(including Mr Madelin's), looked doomed 
to dissolution. After all, Liberal Democracy 
(which had changed its name only a year 
ago from the Republican Party) was a 
founding member of the upr, set up in 
1978 by France's then president, Valéry Gis- 
card d'Estaing. 

Mr Madelin’s breakaway had, in turn, 
been prompted by Francois Bayrou, the 
more middle-ofthe-road leader of the 
UDFsother main bit, known as Democratic 
Force. Earlier Mr Bayrou had called for a fu- 
sion of all UDF components in a single cen- 
tre-right party. Most notably, the new outfit 
would reject any compromise, including 
electoral pacts, with the National Front, 
whose steady 15% of the vote in recent polls 





French jobs, laws and traditions 


PARIS 


mo about kickbacks on pub- 

lic contracts, fictitious jobs, fancy 
flats for officials’ families and friends at 
cut-price rents and so on have rumbled 
around Pariss Gaullist-controlled city 
hall for years. But only now has anyone 
dared point a finger straight at the man 
who reigned supreme over both the city 
and the Gaullist party for nigh on two de- 
cades: President Jacques Chirac. 

Jean Tiberi, for 12 years Mr Chirac’s 
trusted lieutenant in the capital before be- 
ing appointed his successor as mayor in 
1995, has denounced a “global campaign 
of destabilisation” against himself, the 
Gaullist party and the president. That out- 
burst came this week after his wife, Xav- 
iére, was held for nearly eight hours as 
part of an investigation into the payment 
of salaries for non-existent jobs by the 
Gaullist-controlled council of the Ess- 
onne, a department just outside Paris. The 
council is said to have paid her more than 
FFr200,000 ($36,000 at the time) for 
dashing off a duff report on overseas aid. 

The day she was held, a former head of 
personnel in the Paris city hall said that, 
when Mr Chirac was mayor in the 1980s, 
some 200 fictitious jobs for officials’ 
| friends and relations cost the city around 
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FFrioom a year. In separate investiga- 
tions into the financing of the Gaullist 
party, which was headed by Mr Chirac 
from 1976 to 1995, three former party trea- 
surers have been charged over payment of 
salaries to 26 party officials who had fake 





Jolly old pals: Tiberi and Chirac 


jobs in public-works companies. 

Mr Tiberi says he knows nothing of 
fictitious jobs. But such practices, | 
counters the Gaullists’ party spokesman, | 
Francois Fillon, are merely part of a | 
French “tradition” acknowledged by all | 
parties. "Everyone knows there are many 
political and trade-union officials paid 
for out of public funds,” he insists. Well, 
perhaps not quite everyone. | 

The Socialists have now moved in for | 
the attack, with MrChiracas primetarget. | 
Elisabeth Guigou, the justice minister, | 
says gravely: "The president, like any | 
other Frenchman, is liable for prosecu- | 
tion if he has committed an offence.” 

Closing ranks around Mr Chirac, the 
Gaullists have launched a counter-attack. 
One impudent Gaullist deputy has asked | 
Lionel Jospin, the Socialist prime minis- 
ter, about a certain "senior civil servant" 
who was paid by the foreign ministry be- 
tween 1994 and 1997 without ever doing 
any work, his time being taken up with 
"eminent responsibilities in a certain big 
political party". A disgracefully fictitious 
job, bien sür. But whose? 

Asquirming Mr Jospin explained that 
he had indeed “put himself at the dis- 
posal of the foreign ministry" while serv- 
ing as the Socialists' leader during that pe- 
riod. But his behaviour, he retorted hotly, 
had been “in total accordance with 
French law and tradition". Indeed. 
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has put it on an electoral par with the RPR 
and a shade ahead of the upr. But Mr Mad- 
elin, whose own attitude to Mr Le Pen's lot 
has been ambiguous, feared his free-market 
ideas would be squelched in a single party 
dominated by wishy-washy moderates. So 
he bolted. The upr’s council is to debate Mr 
Bayrou’s idea for a merger early next 
month. The omens are not good. 

By unhappy coincidence, another awk- 
ward customer who was big in the UDF, 
Charles Millon, a former defence minister, 
has set up a rival movement “which dares 
to say its name”. He has called it, simply, 
The Right. Mr Millon was expelled from the 
UDF for accepting National Front votes in 
order to hang on to his presidency of the 
Rhóne-Alpes region after elections two 
months ago. 

But it is not just the upr that is splinter- 
ing. The other chunk of the respectable 
right, the Gaullist RPR, is cracking too. Sev- 
eral hundred party campaigners have been 
booted out for flirting with the Front. Phil- 
ippe Séguin, who took over the shattered 
party after its rout in the general election, 
has threatened to resign after being repeat- 
edly undermined, he believes, by President 
Jacques Chirac, whom many still regard as 
the Gaullists’ “real” leader. Two other lead- 
ing party figures, Jacques Toubon, a former 
justice minister, and Jean Tiberi, the mayor 
of Paris, are locked in an ugly battle for con- 
trol of the capital city's council. And Mr 
Tiberi, an old protégé of Mr Chirac, is en- 
snared in a scandal that may even entangle 
the president himself. 

This spreading chaos has prompted the 
apparently bold and ingenious idea of Mr 
Séguin and his upr counterpart, Francois 
Léotard, for a single structure for the main- 
stream right. The new Alliance would have 
a permament secretariat and a rotating 
presidency. It would draw up a common 
programme and define the right's electoral 
strategy "case by case". Those who have 
long argued for right-wing unity are, appar- 
ently, to get it; and those preferring diver- 
sity to widen the right's electoral base are, it 
seems, to get that too. Mr Madelin and Mr 
Millon have already said they are game. It 
sounds so simple that one wonders why it 
has not been tried before. 

Actually, it has—and it failed. In 1990, 
the two big parties of the right agreed to set 
up a "Union for France" with one bland 
programme and a primary system to find a 
presidential candidate. Within five years it 
ended in tears when discord broke out over 
such issues as Europe, economics and the 
role of the state. To cap it all, two Gaullists, 
Mr Chirac and Edouard Balladur, then 
vied bitterly for France's presidency. 

Still, ancient divisions within the 
French right, going all the way back to the 
Revolution, have not stopped it winning 
elections. But, whether under one umbrella 
or several, it is unlikely to succeed again 
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soon without finding an undisputed lead- 
er to put across a clear, bold programme. 
The absence of such a combination is what, 
at present, is keeping the right—in whatever 
guise—in the wilderness. 





Watch the left 


MADRID 


HEN Felipe Gonzalez resigned as 

leader of Spain's Socialists last June, 
the ruling conservatives smiled broadly. 
Though defeated in a general election two 
years ago after nearly 14 years in power, Mr 
Gonzalez had remained Spain's most pop- 
ular politician. Despite the perkiness of 
Spain's economy, the triumph of Spain's 
qualifying to join the euro next year, and a 
drop—at last—in Spain's stubbornly high 
unemployment rate, all achieved without 
great social pain, the conservative prime 
minister Jose Maria Aznar, has still failed to 
make Spaniards love him. Now he faces a 
tough challenger in Josep Borrell, the So- 
cialists’ new candidate in the next general 
election, due by March 2000. 

Mr Borrell is a loner with a sharp 
tongue and a sharper mind. A Catalan bak- 
ers son with a doctorate in economics 
(which he studied at California’s Stanford 
University, among other places) as well as a 
degree in aeronautical engineering, he has 
started well. He persuaded the party’s rank 
and file, against Mr Gonzalez’s advice, not 
to give the job to the Socialist establish- 
ment's man, the duller Joaquim Almunia. 
But then Mr Borrell sensibly persuaded Mr 
Almunia to stay on as the Socialists' general 
secretary, because quite a lot of Spaniards 
have been nervous that the populist Mr 
Borrell might pull the party back to the left. 
Mr Almunia looks reassuringly pragmatic. 

Mr Aznar, by contrast, still strikes many 
Spaniards as too dour and rigid. For sure, 
they think he has done well with the econ- 
omy and has shown skill in sustaining a 
parliamentary pact—against the centralis- 
ing tradition of Spain's right—with moder- 
ate Catalans, Basques and Canary Island- 
ers. Many Spaniards also like the virulence 
ofhis rhetoric against the Basque separatist 
guerrillas of ETA, though still more, glanc- 
ing at Northern Ireland, would prefer fur- 
ther progress towards peace. 

The Socialists hope for an early fillip in 
Catalonia, where a regional election is due 
next year. Jordi Pujol, whose conservative 
Catalan nationalists back Mr Aznar's mi- 
nority government in Spain's parliament 
in Madrid (though without taking part in 
the administration), is looking jaded after 
18 years as Catalonia's top politician. Barce- 
lona's former mayor, a highly popular So- 
cialist, Pasqual Maragall, has a chance of 
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taking over. If that happens, Mr Aznar's ar- 
rangement with Mr Pujol would look much 
less imposing. 

Four other factors may also rattle Mr Az- 
nar. First, despite those impressive eco- 
nomic figures, many Spaniards do not feel 
they have enjoyed the benefits. Though the 
unemployment rate is dipping, it is still the 
highest in Western Europe, even allowing 
for the black market. 

Second, Spaniards still tend to like cha- 
risma. On that score, Mr Borrell easily out- 
guns Mr Aznar. Mr Almunia would have 
seemed more of a match. Third, when votes 
for minor left-wing parties (including the 
ex-communists) are counted, Spaniards on 
the whole still lean a shade to the left; and if 
moderate Catalan and Basque parties lose 
ground, it will be harder still for Mr Aznar 
to control parliament. 

Finally, Spain has a habit of copying Eu- 
ropean trends. Spanish Socialists take com- 
fort from the popularity of Tony Blair in 
Britain and Lionel Jospin in France. And if 
Helmut Kohl loses power in Germany this 
autumn, then surely—they think—their 
time will soon come. 





Yugoslavia 
Ever smaller? 


BELGRADE 


S LOBODAN MILOSEVIC is already 
fighting one war—to keep Kosovo, Ser- 
bia's Albanian-speaking province, from 
breaking away. Now Yugoslavia's president 
is close to starting another, this time in 
Montenegro, the tiny republic that, to- 
gether with Serbia, makes up what is left of 
Yugoslavia. 

This week he had Radoje Kontic, a Mon- 
tenegrin, sacked as Yugoslavia's prime min- 
ister. Mr Kontic was thought to be insuffi- 
ciently hostile to Montenegro's reform- 
minded president, Milo Djukanovic, who 
is at loggerheads with Mr Milosevic. Not 
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Delors’s way 


BRUSSELS 


| 
| OULD Europe’s heads of govern- 
ment top their undignified row 
about the presidency of Europe’s central 
bank? Wait for the choice, in mid-1999, 
of the next president of the European 
Commission. Last time round, in 1994, a 
summit in Corfu bad-temperedly failed 
to agree on a candidate after Britain's 
John Major vetoed the Belgian prime 
minister, Jean-Luc Dehaene. It took an 
emergency summit in Brussels to pick 
| the present incumbent, Luxembourg's 
| Jacques Santer. 
| Enter, on May 19th, Mr Santers 
| French predecessor, Jacques Delors, with 
a provocative proposal. Now head of a 
high-level think-tank called Notre Eu- 
rope, Mr Delors suggested that political 
groups in the European Parliament 
should pick candidates for the commis- 
sion's presidency and campaign for 
them in next year's European elections. 
His aim, he disingenuously explained, 
was to foster greater public interest in the 
elections, which usually attract a poor 
turnout, and to make Europe's citizens 
more involved in their Union. 

Yet it is hard to see this idea working. 
Europe-wide political groups function, 
just about, in the European Parliament. 
But European elections 
are fought nationally, on 





national platforms. As the 
row over the bank job 
showed, nationality cru- 
cially affects top posts; Mr 
Delors's proposal finesses 
this. In any event, the 
choice of commission 
president is, under EU 
treaties, for heads of gov- 
ernment to make—though 
if the Amsterdam treaty 
Clears the last big hurdle to 
its ratification in next 
week's Danish referen- 
dum, the European Parlia- 
ment will get the power to 
reject their nominee. 





surprisingly, therefore, Mr Milosevic has 
made sure that the new prime minister is 
Mr Djukanovic's bitterest enemy and Mr 
Milosevic's cosiest pal. The Montenegrin 
government, however, is refusing to recog- 
nise the new Yugoslav one. As far as many 
Montenegrins are concerned, Yugoslavia 
has already ceased to exist. 

That is not how Mr Milosevic sees it. 
Without Montenegro, Serbia would be 
landlocked—and there would be no need 
for a Yugoslav president. Far from letting 
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In fact, Mr Delors is playing two 
quite different games. One is to bolster 
the proposal recently floated by the 
French president, Jacques Chirac, that 
Mr Delors should be invited to suggest 
ways to adapt Eu institutions before the 
Union takes in new eastern members. 
Mr Delors this week made his interest in 
this job quite clear. 

The second is to strengthen the mus- 
cle of the European Commission. If Eu- 
rope's socialist parties, say, endorsed 
Spain's Felipe Gonzalez for the top com- 
mission slot and then emerged as the 
biggest group in the parliament, it would 
be hard for heads of government to ig- 
nore. And giving the commission presi- 
dent some democratic legitimacy would 
bolster his influence—while reducing 
that of EU countries’ governments. 

Mr Gonzalez, sitting alongside Mr 
Delors as he launched his proposal, cer- 
tainly looked chuffed. Mr Delors’s group 
includes at least two other potential can- 
didates for the job: Ireland's Peter Suther- 
land and Italy's Giuliano Amato. Any of 
these seems likely to make a bigger 
splash than has Mr Santer. But that could . 
merely prod some European heads of | 
government into looking elsewhere. | 








Vote for a stronger Europe, says Delors 


Yugoslavia disintegrate, he means to con- 
trol Montenegro as he now does Serbia. Mr 
Kontic was in his way. He refused to im- 
pose a state of emergency in Montenegro in 
January, when Mr Djukanovic was inaugu- 
rated amid protests by his defeated, Milos- 
evic-backed, rival. Since then the Montene- 
grins have irked Mr Milosevic by refusing 
to let him expand the federal presidency's 
constitutionally weak powers. He will face 
no dissent from the new Yugoslav prime 
minister, Momir Bulatovic, Montenegro's 
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president until booted out by voters. His 
last act in office was to lead a mob that at- 
tacked his rival's headquarters in Podgo- 
rica, Montenegro's capital. 

The stage is now set for another show- 
down on May 31st, when Montenegro is 
due for a general election. The winning 
party will have not only a strong hand in 
Montenegro, but—because its parliament 
appoints half the members of the upper 
house of the federal parliament—a strong 
say in who runs Yugoslavia as well. 

Mr Djukanovic's Democratic Socialists 
have a fair chance of forming a majority co- 
alition with smaller parties, including the 
Liberals and those representing ethnic Al- 
banians and Muslims, who together are a 
fifth of the population. That would widen 
the split between Montenegro and Serbia. 
But it would also divide Montenegrins. Mr 
Djukanovic's likely coalition partners fa- 
vour outright independence from Yugosla- 
via. He has not yet gone that far, but brands 
Mr Milosevic as "Yugoslavia's grave-dig- 
ger". Montenegro may break away, he says, 
unless it is allowed to make its own politi- 
cal and economic reforms. 

If opinion polls are right, barely half his 
fellow Montenegrins would go along. Mr 
Bulatovic's Socialists are expected to get the 
biggest share of the vote. His backers in- 
clude rural northerners, who have closest 
ties to next-door Serbia, ex-communists 
and the Serb minority. Mr Djukanovic and 
his friends may win the election, but, in an 
awkward balance of power, Mr Bulatovic 
may remain federal prime minister while 
also leading Montenegro's biggest party. 

Stalemate, then, or strife? Mr Djukano- 
vic seems to have Montenegro's police and 
media behind him. But Mr Milosevic still 
has clout. He might get mobs on to the 
streets against Mr Djukanovic, as he did in 
January. This time the federal Yugoslav gov- 
ernment might send in the army to "restore 
order". The West, preoccupied with Kosovo, 
might not defend him. The West wants to 
help Mr Djukanovic, who is kinder to mi- 
norities than Mr Milosevic. But it is even 
warier of altering Balkan borders. This 
week the Contact Group of six countries 
dealing with the Balkans (America, Russia 
and Western Europe's leading quartet) re- 
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warded Mr Milosevic for opening negotia- 
tions with secessionists in Kosovo by re- 
scinding an investment ban. If Mr Djuka- 
novic turned secessionist himself, western 
friendliness—and cash—could dry up. 





Russia 


Getting to know 
the general 


MOSCOW 


é€ E SHALL win, and then we shall 

see" said Napoleon when 
quizzed about his intentions. A similar 
strategy brought victory on May 17th for 
Alexander Lebed, a Russian ex-general of 
comparable ambition and rather greater 
height. Mr Lebed was running for governor 
of Krasnoyarsk, a region of Siberia one- 
quarter the size of the United States, with a 
population of 3.1m and an abundance of 
minerals. He promised tough government, 
and won by a landslide. 

Now comes the difficult bit: Russians 
will see if Mr Lebed's administrative skills 
match his undoubted martial and rhetori- 
cal ones. A good record in Krasnoyarsk will 


strengthen still further his chances of win- 
ning the next Russian presidential election, 
set for 2000. He finished third in the 1996 
election, with 15% of the vote, when barely a 
year out of uniform. 

He inherits plenty of problems from his 
enlightened but ineffectual predecessor in 
Krasnoyarsk, Valery Zubov. Some may well 
be susceptible to a more pugnacious ap- 
proach. Tax collection is one place to start. 
In principle Krasnoyarsk’s natural re- 
sources and prosperous metal industry 
should ensure it strong revenues. In prac- 
tice, the government has been too soft a 
touch. Last year it managed to collect less 
than half the taxes it was owed. Faced with 
the frankly terrifying Mr Lebed at their 
door, more firms may decide to pay up. 

Wage arrears are another big problem. 
Across Russia, workers go unpaid because 
employers are corrupt or incompetent. 
(This week, unpaid miners in Siberia and 
elsewhere were blockading Russia's main 
railways, calling for money and for Presi- 
dent Boris Yeltsin's resignation.) Krasno- 
yarsk has one of the worst arrears records in 
the country. That fact did much to bring 
about Mr Zubov's defeat. He was mocked 
openly by workers whose votes he sought. A 
human bulldozer like Mr Lebed may be 
just the man for unblocking overdue wage 


EUROPE 


payments—certainly in the state sector, per- 
haps in the private sector too. 

Krasnoyarsk could also make a fine 
proving-ground for Mr Lebed's selfpro- 
claimed role as a fighter of crime and cor- 
ruption. "The region has plenty of crooks to 
spare,” observed a Russian investment 
bank, MFK-Renaissance, in a recent re- 
search note. But the overlap of business and 
criminality in Krasnoyarsk may present Mr 
Lebed with something ofa dilemma. Either 
he can fight corruption seriously on his 
turf, and burnish his image among Russian 
voters. Or he can cosy up to the local bosses, 
and count on them to finance his cam- 
paign for the Kremlin. Others may also 
help. It is widely assumed that Boris Berez- 
ovsky, perhaps Russia's biggest tycoon and 
one whose manipulation of politicians is 
notorious, has been offering the ex-general 
his hand. 

So far, the gravel-voiced Mr Lebed has 
said little about his detailed policy plans, 
especially for the economy. This week he 
promised to rule "sensibly, cautiously and 
delicately”. The choice of adverbs was as en- 
couraging as it was improbable. If Mr Leb- 
ed manages only the first of them, Krasno- 
yarsk should be well enough pleased. And 
Russians elsewhere will take friendly note. 








Ireland's quiet Protestants 


DUBLIN 


estants in the republic of Ireland? 

These days the answer is almost certainly 

a band called u2: three of its four warblers 
are Protestant. Like three writers, W.B. 
Yeats, Samuel Beckett and Oscar Wilde, 
before them, they are products of Dub- 

| lin's Protestant middle class, which has 
lived behind a discreet veil of comfort 

| since the modern state got going in 1922. 
| But, in the run-up to the all-Ireland ref- 
| erendum on May 22nd on the British- 
Irish peace plan for Northern Ireland, 
| you are unlikely to have heard many 


HO are the most conspicuous Prot- 


southern Protestants arguing (or singing) 
vigorously for one cause or another. Now- 
adays they tend to recoil from public con- 
troversy, instead beavering away in the 
professions—in banks, in business, or on 
the beleaguered family farm. 

The republic’s current parliament in- 
cludes four Protestants (and two Jews) 
among its 166 members. The last census 
that asked people their religious denomi- 
nation, in 1991, counted 107,500 Protes- 
tants (and 1,581 Jews)—just 3% of a pop- 
ulation of around 32m—whereas 
Protestants in Northern Ireland still out- 
number Catholics by about 58% to 42%. 
But in eight decades the south’s “Prods” 





THE ECONOMIST MAY 23RD 1998 


have slumped in number by two-thirds. 

And yet they played a huge part in cre- 
ating modern Irish nationalism, from the 
days of Wolfe Tone and his United Irish- 
men at the end of the 18th century, to 
Charles Stewart Parnell and the move- 
ment for home rule from Britain in the 
19th century, and the 
many outstanding Prot- 
estant intellectuals who 
strove for independence 
until it was achieved. The 
republic's first president, 
Douglas Hyde, was one of 
them. 

Half a century later, 
things had changed a 
great deal. Conor Cruise 
O'Brien, a southern poli- 
tician and writer, had a 
point when he remarked 
in the 1970s that south- 
ern Catholics looked on 
all Protestants as “colo- 
nels or dentists”. But the 
growing prosperity of the 
1960s, along with a more 
liberal Vatican, spawned 
a more ambitious and 
more permissive Catho- 





lic middle class—which began closing the 
gap in attitude between the old Protestant 
bourgeoisie and the new Catholic one. 
Protestant citadels like Trinity College | 
and the Irish Times became haunts of | 
non-sectarian liberalism. On divorce, 
abortion and contraception, the agendas 
of the two sets meshed. Many Volvo-driv- 
ing Catholics began sending children to 
Protestant schools. The management of 
firms like Guinness (stout) and Jameson 
(whiskey), and several big 
retail stores, all owned 
and run by Protestants, 
became international. 
Southern Protestants 
may be shrinking in 
number—as their north- 
em brethren often 
bleakly note—and in 
decibels. But most of the 
remnant fare well under 
what the Rev Ian Paisley, 
a rabidly anti-Catholic 
northern politician, dis- 
dainfully calls “Rome 
rule. When they do 
speak of the goings-on | 
north of the border, it is | 
usually in tones of mea- | 
sured moderation. In the | 
current debate, it is a 
shame that more of them 


Protestant President Hyde have not spoken out. 
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CHARLEMAGNE. 


Joachim Bitterlich, Europe’s quiet string-puller 


po as long as he can recall, Joachim Bitterlich has detested 
borders. The one between the Germanies, for instance, sepa- 
rating his parents in the west from his grandfather, a pastor, in 
the communist east. Or the one between Germany and France, 
in the days when trains still halted there for ages and travellers 
were cross-examined by officials who seemed fearsome to a 
child. Small wonder that when Helmut Kohl, close to tears, talks 
about building the open Europe his generation never had, Mr 
Bitterlich is not one ofthose who smile behind their hands at the 
old man's pathos. 

True, there are those who find it hard to imagine the chancel- 
lor's top foreign-policy adviser smiling much at all. Vari- 
ously known as “Kohl’s éminence grise", the "secret for- 
eign minister” and the “biggest 
string-puller in Bonn”, he excites awe 
and envy in just about equal mea- 
sure. Part of that comes from the job 
itself. Ever since Konrad Adenauer, 
chancellors have used their personal 
staff both to launch initiatives of 
their own and to block unwanted ac- 
tions elsewhere in government. Hel- 
mut Schmidt, for example, laid the 
groundwork for the European Mon- 
etary System with his personal eco- — 
nomic adviser without informing 4 
the economics and finance minis-  j 
tries or the Bundesbank. All were 
peeved, not to say outraged, when 
they found out. Mr Kohl is rarely as 
secretive. But there are occasions—a 


snap visit to Moscow for talks with 
Boris Yeltsin, for instance—when 
onlyhe and Mr Bitterlich have at first 


been in the know. And those occa- 
sions have increased over the years 
along with Mr Kohl's ever greater 
dominance in foreign affairs. í 

Then there is the personal side. — 8 W WY 
Mr Bitterlich, as one of his foreign- SA ) , 


office colleagues elegantly puts it, 
"does not suffer from an excess of EI 
modesty.” Is that jealousy speaking, perhaps? At any rate the dis- 
cretion of the chancellors man has been aptly described as so 
complete as to make a Trappist monk seem like an inebriate 
babbler. Admirable, of course, but irritating to the curious. Even 
when inviting his interlocutor to a cup of tea, Mr Bitterlich is 
liable to sink his voice to a whisper as if imparting a state secret. 
His reputation as a chain-smoking workaholic is legendary 
too. At the height of the Rhenish carnival season, when everyone 
takes time off and clowns cavort to oompah music even in the 
chancellery's hallowed halls, there is Mr Bitterlich still in his air- 
conditioned oasis—toiling over the latest international crisis. 
Doesn't he have a sense of humour? Of course he has, but he was 
brought up in the Saarland (next to France), where they amuse 
themselves with, perhaps, a trifle more finesse than elsewhere in 
Germany.Or friends? Indeed he does, and what friends they are. 
Some of them date from his time in the mid-1970s at ENA, 
France's elite school for civil servants: Yves-Thibault de Silguy, 
for instance, now the EU's commissioner for monetary affairs, 
and Christian Noyer, vice-president-to-be of the European Cen- 
tral Bank. Another pal is Hubert Védrine, long an aide to Fran- 
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çois Mitterrand and now France’s foreign minister. 

Throw in the fact that Mr Bitterlich (“Monsieur Bitterrand", 
as some used to call him) has a French wife, Martine, and it is not 
surprising if some diplomats, not least British ones, reckon his 
dedication to the Gallic cause to be all but total. “Completely 
wrong,” breathes the accused with the hardly audible sigh of con- 
tempt he reserves for the silliest of charges. He has plenty of good 
American pals, such as that master diplomatic trouble-shooter, 
Richard Holbrooke, and he holds the British diplomatic service 
to be the world's best (pace the Quai d'Orsay). One of his sons is 
studying at Oxford. So there. It is also an utterly baseless 

"legend" that chancellery and Elysée simply have to get 
one another on the telephone, and things fall happily 
into place. Only the ignorant, he 
reckons, could possibly believe that. 

Indeed, recently published docu- 
ments, including some by Mr Bitter- 
lich himself, show how fraught rela- 
tions between France and Germany 
were during the reuniting of Ger- 
many in 1989 and 1990. Mr Kohl's 
ties with President Jacques Chirac 
have their ups and downs, but those 
with Mitterrand were—Mtr Bitterlich 
says—far from trouble-free either. 

That said, it was surely the soft- 
spoken Saarlanders Francophile 
background that most caught Mr 
Kohl's fancy when he recruited him. 
That and his experience at the Ger- 
man embassy to the European 
Union in Brussels, his analytical law- 
yers mind—and, of course, his fam- 
ous ability to keep mum. Since 1987 
Mr Bitterlich has been in the chan- 
cellery, from 1993 as boss of the en- 
tire foreign-policy department, and 
in his laid-back way he obviously 
loves it: always close to the centre of 
power, often able to hop on a plane 
| ze 4. for informal trouble-shooting over a 

"UN Me. snack with his foreign counterparts. 
And his influence on the chancellor? “I serve,” he says, then (qui- 
etly) repeats the word. Well, yes. But plenty of Mr Bitterlich's rec- 
ommendations have demonstrably made their mark. His point 
to his boss, for instance, that the phrase “United States of Eu- 
rope" could be misinterpreted. Quite so. And Mr Kohl, be it 
noted, has stopped using it. Isn't Mr Bitterlich an integrationist 
then, with a keen taste for demolishing borders? Yes, but he is 
also, he claims, a pragmatic one, not a fetishist. The British, he 
constantly hopes, are listening. 

If Mr Kohl wins in September, Mr Bitterlich will have his 
work cut out preparing the Eu's presidency in the first half of 
next year. And if the chancellor loses? Purely hypothetical, of 
course. In principle, Mr Bitterlich could then retire, but he is 
rather too young (turning 50 in July) and much too active. He 
might get an embassy of his own. Or how about the soon-to-be- 
created job of *high representative" for the Eu's foreign policy? 
The French might be piqued if he got it because Germans, un- 
usually for them, are picking up quite a lot of plum European 
jobs these days. Still, he is not ill-placed when it comes to pulling 
strings in Paris. Listen hard for the silent German's next move. 
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A second Tall 


HE eviction of Adam and Eve from the garden 

of Eden marked the end of man as a hunter- 
gatherer. For most of history, mankind had sur- 
vived on berries, nuts and wild animals, but as 
numbers grew and food became scarce, people 
were reduced to farming. As God told Adam, “The 
earth will be cursed. You will get your food from it 
only by labour all the days of your life.” After the 
freedom of the forests and the plains, it was back- 
breaking work. The first farmers suffered from rot- 
ten teeth and stunted bones. Farming was the an- 
tithesis to the nomadic way of life, bringing with ita 
domesticated landscape, a settled existence, owner- 
ship, and laws to protect it. 

Something similar is now happening to the 
ocean. Where once it seemed infinite in its bounty, 
it is suffering from overfishing and pollution. 
Wherever humanity meets the sea, the sea comes off 
worse. Two-thirds of the world’s 5.5 billion people 
live within 50 miles (80km) of the coast, and much 
of the pollution from the land runs to the sea. Resi- 
dents, tourists, commercial interests and wildlife 
are all fighting for their corner of the garden. 

After decades of expansion, many of the world’s 
fishing grounds are already overfished, and many 
more soon will be. The scale of the hunt is awesome. 
In a study published in the journal Nature, Daniel 
Pauly and Villi Christensen, then both working at 
the International Centre for Living Aquatic Re- 
sources Management (ICLARM), a non-profit re- 
search centre in Manila, tried to measure how 
much of the tiny marine plants, called phytoplank- 
ton, is needed to support the life that man extracts 
from the sea. They concluded that people take 25- 
35% of the output of the richest areas of the sea: the 
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continental shelf and the places where currents sat- 
urated in nutrients well up from the deep. Although 
these areas are small, less than a tenth of the ocean 
surface, the finding is alarming. Mankind's share of 
the output of the land, at 35-40%, is not that much 
higher—and look how irrevocably the land has 
been changed by this exploitation. 

Then there is global warming with all its uncer- 
tainties. Tens of millions of people—most of them 
poor—who live only a few metres above the high- 
tide mark have much to fear from even a slight rise 
in the sea level. Hundreds of millions more who 
have settled on the coast will also suffer if today's 
Prosperos end up creating more or wilder storms. 

"The sea is not landscape. It is the experience of 
eternity,” wrote the German novelist Thomas 
Mann. Yet the fringes of eternity are polluted with 
nitrates and blooms of foetid algae. Immensity and 
fecundity were once the ocean's defining charac- 
teristics. Now the sea turns out to be just another 
environment under threat. What the British poet 
W.H. Auden called “the alpha of existence, the sym- 
bol of potentiality" seems tired and worn. 


There was no more sea 


The time has come for people to change the way 
they think about the sea. Hunter-gatherers were 
never banished from the salt water. Although 
coastal states control the waters to 200 miles off 
shore they find it hard to exert their authority there. 
Most of the deep sea is subject to the even frailer 
rule of international law. Scientific ignorance and 
the sea's lack of natural boundries further frustrate 
the task of designing institutions to manage the ma- 
rine environment. Little is known about the precise 





The ocean used 
to seem infinite 
in its bounty. 
Now it needs 
care and main- 
tenance, writes 
Edward Carr 











4 SURVEY THE SEA 


Too many people 
want too much 
from the coast 





c apes at play 


effects of, say, the changing climate on fish stocks or 
the remote consequences of estuarine pollution. 

Despite being badly governed, the sea provides 
vast benefits, For some, these are measured in jobs— 
fishing, along with processing and marketing on 
land, for example, employs about 200m people. To 
many more the benefits are food, recreation and 
protection against storms. And everyone needs the 
sea for shipping and to wash away waste, recyle wa- 
ter, and provide a habitat for wildlife. In a recent 
paper, Robert Costanza of the University of Mary- 
land put a value of $21 trillion on these services, 
compared with $12 trillion for what the land offers. 
The numbers are debatable, but the idea behind 
them makes sense. Environmentalists would like 
the sea to be a pristine environment; others treat it 
as a waste-dump: in fact it is a resource that must be 
preserved and harvested. 

To enhance its uses, the water must become ever 
more like the land, with owners, laws and limits. 
Fishermen must behave more like ranchers than 
hunters. Polluters should pay something for the 


damage caused by their pollution, Planners will 
have to balance the natural habitat against develop- 
ment and prepare, if necessary, for a rapid rise in 
sea-level. Should the world’s population double, 
mankind may have to treat the coastal waters like 
prime agricultural land. 

It will not be easy to extend fallible laws and 
regulations to a realm that has stood for freedoms 
dating from before civilisation. Attempts to “man- 
age” the sea are seen as somehow unnatural. Yet the 
laws and regulations are coming all the same. By- 
ron was right in 1817 when he wrote: “Roll on thou 
deep and dark blue ocean—roll! Man marks the 
earth with ruin—his control stops with the shore." 
But he is right no longer. 

This has been declared the year of the ocean: a 
time for glossy display, including an Expo that has 
just opened in Lisbon. Few want to think about the 
sea's fall from grace, its loss of infinity; and no one 
likes to pay for resources that had always been con- 
sidered free. The second fall will no more feel like 
progress than did the first. 





On the edge 


HY are people drawn to the sea? A recent 
book by Elaine Morgan, a British writer, ar- 
gues that it is because part ofthe evolution of Homo 
sapiens took place on the seashore. The story is 
highly speculative: the aquatic ape protected him- 
self from the water by becoming balder and fatter 
than his forest-bound relatives. Like seals, dolphins 
and other large aquatic mammals, man is 
equipped for immersion, thanks to a high con- 
centration of haemoglobin and the rare ability to 
breathe at will (without which, incidentally, it 
would be impossible to talk). Perhaps the only ape 
on two legs waded before he walked. 
Paleontologists scoff at such circumstantial evi- 
dence. But perhaps the hordes moving to the coast 
know something the academics do not; likewise the 
trippers squeezed into a ribbon of tarry, cigarette- 
strewn sand. Thirteen of the world's 16 cities with 
more than 10m people are on the coast. In America, 





almost half of all new residential development is 
near the ocean, and people are moving there at the 
rate of 3,600 a day. 

The coast is the place where everything comes 
together. It is the marine environment from which 
people obtain the most benefit. But the demands 
made on the coast for different purposes—commer- 
cial, residential, recreational—often conflict. Efforts 
to allocate the right to pollute and exploit the coast- 
line and coastal waters are fraught with complexity. 

And confusion. People tend to think of oil pol- 
lution as the biggest threat, and to blame it on large 
spills. In fact, the amount of oil entering the ocean 
has been falling, and large well-publicised oil spills 
make up only a small part of the total. Industrial 
dumping—such as the fateful release of mercury 
from a factory in Minimata Bay in Japan in the 
1950s, causing appalling disease—is now illegal in 
most countries, and is easily detected. Occasionally, 
nature itself is the polluter. According to a United 
Nations team*, volcanic eruptions on the sea bed 
account for far greater quantities of heavy metals 
and radioactivity than do man-made sources. 

The real damage to the coast comes from a myr- 
iad small parts that add up to one big whole. Each 
day New York, a city of over 7m people, deposits 
500 tonnes of treated sewage in the Atlantic. A city 
of 5m people would release some 42m litres (8.8m 
gallons) of petroleum products a year, roughly the 
quantity of oil spilled by the Exxon Valdez. James 
Baker, the head of America's National Oceanic and 
Atmospheric Administration (NOAA), gives warn- 
ing that the chemistry ofthe water round the coast is 
gradually changing. He thinks coastal pollution is 
as serious a problem as climate change. 

The most visible consequence of human habita- 
tion is rubbish. No coastline, however far-flung, is 


*"The State of the Marine Environment", by the Group of Experts on 
the Scientific Aspects of Marine Pollution. Blackwell, 1990 
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free from it. In the early 1990s, Tim Benton, a scien- 
tist visiting the Pitcairn Islands (four dots in the Pa- 
cific Ocean 5,000 miles east of Australia), was struck 
by the rubbish washed up on the beaches. One 
morning, on a small uninhabited atoll called Ducie 
Island, the remotest of the Pitcairns, he decided to 
record what he found. The 953 objects included a 
meat pie and six light bulbs (see table 1). 

Ducie’s rubbish, which probably came from 
boats, was ugly, but fairly harmless. Crowded coasts 
face a bigger threat from compounds containing ni- 
trogen and phosphorus. According to one book*, 
the North Sea now collects four times as much ni- 
trate and eight times as much phosphate as it did 20 
years ago. Some of the pollution comes from easily 
identifiable sources, mainly treated sewage. But 
most originates from the drainage of hundreds of 
thousands of farms and the exhaust of millions of 
petrol and diesel engines. 

With these “non-point” sources, identifying the 
polluter is impossible. Some 40% of the land in the 
United States, including mid-western farm land, 
drains into the Gulf of Mexico. The nitrate-rich river 
water has spoiled an area of the sea bed the size of 
New Jersey. Nobody knows the cost of this dam- 
age—nor how much each farmer caused and what it 
would cost to prevent it. Even if they did, studies in 
other regions—admittedly less exposed to agricul- 
tural pollution—show that, typically, 4096 of the ni- 
trate in the sea originally came from the air. 

To complicate the picture, while too much of 
the stuff is certainly a bad thing, some of it is proba- 
bly better than none at all. Limited amounts of ni- 
trate and phosphate—which go into making fertil- 
iser—are almost certainly beneficial. When the 
High Aswan dam was built on the Nile in the 1960s, 
the reduction in nutrients washing into the Medi- 
terranean cut the fish catch immediately offshore 
from 38 tonnes in 1962 to less than 6 tonnes in 1975. 
The Mediterranean as a whole has confounded sci- 
entists, who in the late 1970s had said that the sea 
was fully exploited. Since then the catch has almost 
doubled. John Caddy, of the Food and Agriculture 
Organisation (FAO) in Rome, suggests that this may 
be due to a greater concentration of nutrients. 

Yet, as Mr Caddy would be the first to point out, 
too many nutrients are harmful. The gravest exam- 
ple is the Black Sea, into which rivers drain from a 
vast area of Europe and Asia. Since the 1950s, con- 
centrations of nitrate and phosphate in the Dan- 
ube, for example, have increased up to tenfold. 
Worse, the pollutants become concentrated in the 
Black Sea, because the only exit to the open ocean is 
through the Bosporus and the Sea of Marmara. This 
has caused algae to grow, making the waters turbid, 
which prevents light from penetrating much below 
the surface. Organic sediment containing dead al- 
gae settles on the sea floor, where it absorbs oxygen 
as it rots. That leaves insufficient oxygen for benthic 
(bottom-dwelling) species, many of which die. New 
species, such as jellyfish, have supplanted the sea’s 
original inhabitants. Only six of the 26 original 
commercial fish are often still caught there, accord- 


*The Wealth of Oceans", by Michael Weber and Judith Gradwohl. 
Norton, 1995 

t"Estimated Annual Economic Impacts Resulting from Harmful Al- 
gae Blooms in the United States”, by D.M. Anderson, P. Hoagland, Y. 
Kaoru and A.W. White, 1998 
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ing to David Aubrey of the Woods 
Hole Oceanographic Institution in 
Massachusetts. 

As an enclosed body of water, 
the Black Sea is exceptional, but 
other coasts have also been affected 
by pollution. One symptom is 
“harmful algal blooms"—sudden 
growths of a single type of alga 
which are usually unsightly, often 
foul-smelling and occasionally 
toxic. Such blooms have a long his- 
tory. The first plague that Moses 
visited upon Egypt was a blood-red 
tide which killed fish and fouled 
the water. These days, places that 
never had blooms are seeing them 
for the first time, and places used to 
having them are suffering more of- 
ten, and for longer. 


Blooming algae 

Along the Chinese coast, aquacul- 
ture has been struck by an organ- 
ism called Noctiluca scintillans, 
which turns the water tomato-red 
and kills shrimp. A related species, 
called Gymnodinium Miktmotoi, 
also bloomed there recently, kill- 
ing half the annual production of 
farmed fish in Hong Kong, where it 
had never been seen before. In 
Texas, in the Laguna Madre, a 
brown tide caused by an alga 
called Aureoumbra lugunensis 
lasted for seven years. A few scien- 
tists argue that more blooms are 
seen today because people are 
looking for them. But most think 
the increase is real, and that it hasa 
number of causes—possibly in- 
cluding climate change—beside 
the extra nutrients running off 
from the land. 

The main trouble with blooms 
is that they deprive other species of oxygen. Little is 
known about the lasting effects this might have. A 
few types of alga are clearly harmful. Gymnodin- 
ium breve leaves toxic residues in shellfish. After in- 
haling tiny droplets of the poison, people have dif- 
ficulty breathing, and in Florida in 1996 it killed 
150 manatees, an endangered sea mammal. Algae 
of the genus Chaetoceros kill fish by clogging their 
gills. Other organisms cause memory loss in people 
and suppress the immune system. One organism, 
Pfiesteria piscicida, discovered by scientists at 
North Carolina State University in 1992, achieved 
notoriety last year after it was detected in Chesa- 
peake Bay, killing tens of thousands of fish. It may 
also have caused nausea, memory loss and stomach 
cramps in fisherman and others in close contact 
with the water. For all that, the direct damage 
caused by algal blooms is probably more aesthetic 
than economic. According to an unpublished 
study! of the cost of blooms off America in 1987-92, 
the total bill averages only about $40m a year. 

One explanation for the recent flourishing of 
blooms is that new species of alga are being intro- 
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duced in the ballast water of ships and in new spe- 
cies of farmed shellfish. This form of "pollution" 
has a long history, but it has worsened with the 
growth in shipping traffic. According to Sea Grant, 
part of NOAA, in 1850 one new species was intro- 
duced into America every 36 weeks. By 1985 the rate 
had increased to one every 12 weeks. Ronald Baird, 
of Sea Grant, complains that it is hard to find a na- 
tive species in San Francisco Bay these days. 

The new species can do great damage. At one 
point in 1992, smacks of comb-jellyfish, Mnemi- 
opsis leidyi, accounted for 90% of the Black Sea's 
entire wet biomass, according to one Russian scien- 
tist. Mnemiopsis not only competes with fish for 
food, but eats fish eggs and larvae too. In the Medi- 
terranean, where local sea plants have been weak- 
ened by pollution, an alga called Caulerpa taxi- 
folia has taken root. It was discovered 14 years ago 
on the beach below the Monaco Oceanographic 





Museum. The museum, then run by the late Jacques 
Cousteau, was growing the weed in its tanks. 

As well as producing waste, people use a lot of 
land. In Maryland, for example, half an acre is de- 
veloped for each new resident. In the rich world, 
many of the remaining undeveloped sites are now 
protected by law. 

Marine habitats are lost too. Estuaries and wet- 
lands are important nurseries for juvenile fish and 
crustaceans. Ocean-going salmon returning to their 
river to spawn find their way blocked by dams. And 
even if they manage to climb the river, many of 
their smolt are chewed up by power-station tur- 
bines on the way back to the sea. Farmers have con- 
verted mangrove swamps into brackish ponds for 
shrimp and fish. In Thailand, about 30% of the 
mangroves have been lost to aquaculture, in the 
Philippines as many as half. 

The most alarming loss of habitat, however, is 
on coral reefs. According to SeaWeb, a charity based 
in Washington, pc, that provides information 
about the marine environment, 10% of the world's 
reefs have been destroyed and another 30% will all 
but disappear within the next 20 years. And this is 
one of the more sober estimates. 

The loss of reef has a host of causes. Sediment 


from forestry sluices into coastal waters, smother- 
ing coral. Tourism disrupts the habitat. In a single 
day the anchor of a cruise ship can destroy an area 
of coral reefhalf the size of a football pitch. The rub- 
ble left behind kills more reef later. Overfishing re- 
moves the fish that graze on algae. In Jamaica, this 
led to a population explosion among algae-grazing 
sea urchins, and when those succumbed to a dis- 
ease in the early 19805, the algae overran the coral. 

In Asia, fish are often caught by using bombs 
and cyanide. The explosive came first, left over from 
the second world war. But sodium cyanide is better 
for stunning the fish, and is less likely to injure the 
fisherman. Both techniques are used to capture live 
fish for aquaria and for restaurants in Hong Kong. 
Wealthy Chinese like to see their supper on the fin 
before they eat it. 

These methods have a disastrous effect on fish. 
The most valuable species are few and far between 
and grow slowly. Carl Safina, an environmental ac- 
tivist, mentions* a Napoleon wrasse at Hong 
Kong's Ocean Park aquarium that took nearly 20 
years to grow from 450 grammes (1lb) to 32kg; a 
large specimen on the reef can reach more than 
180kg. The fishing also tears the coral apart or poi- 
sons it. Coral takes about 40 years to recover from 
blast fishing. 

Blast and cyanide fishing are illegal in most 
countries; in the Philippines they have been 
banned since 1979. Yet they continue, despite the 
risks to the fishermen (it is not unusual to see a Fili- 
pino fisherman who has lost a hand). The reason is 
money. Studies of the effects of anchor damage, cya- 
nide and blast fishing in the north-western Philip- 
pines, published last year by John McManus and 
Rodolfo Reyes of ICLARM and Cleto Nanola of the 
University of the Philippines suggest that a tradi- 
tional Filipino fisherman can expect to earn 
around $1 a day, while a blast fisher might earn $15- 
40 from a single catch. 

Even if they are reluctant to fish, many fisher- 
men need to pay back money they have borrowed 
from the boats from Hong Kong. In any case, the 
Hong Kongers are prepared to pay a lot. One official 
at the World Bank was told about live groupers (big 
reef fish) selling in Hong Kong last year for 
HK$10,000 ($1,300) apiece. 

Many people, rich and poor, want to live by the 
sea, and many of those who can't want to visit it. In 
developing countries coastal planners have trouble 
just coping with the local population. According to 
Stephen Lintner of the World Bank, they are 
swamped by the arrival of poor migrants from in- 
land. In developed countries things are not so 
much better organised. Tom Collins, of the Scripps 
Institution of Oceanography in California, was part 
ofa committee to manage San Diego Bay on which 
30 groups were represented, including federal, state 
and city government, and various lobbies. It took 
five years to agree on the scientific data needed to 
understand the bay's ecosystems, and another five 
years to prepare a plan of action. But by that time 
some people had retired, there was a new agenda, 
and funding was hard to come by. After a decade's 
work,the programme looks like fizzling out. 
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*"Song for the Blue Ocean”, by Carl Safina, Henry Holt, 1997 
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Going deep 


O CALL the planet we cling to “earth” is to be 

grossly anthropocentric. “Ocean” would be 
more accurate. Almost 71% of our planet's surface is 
covered by sea (by an odd coincidence, precisely the 
proportion of the human body that is salt water). 
Similarly, when people talk about the ocean, they 
usually mean coastal waters, or possibly the seas 
over the continental shelf. In fact, the shelf covers 
only 6% of the planet's surface, and those people 
who venture into the open ocean usually skim 
whales, tuna and other large creatures from the sur- 
face, or rush to safety on the other side. Of the vol- 
ume of the planet in which traces of life can be 
found, something over 90% is deep under water. 

By virtue of its inaccessibility to man, the deep is 
as pristine an environment as can be (though scien- 
tists trawling 4km down complain of the coke cans 
and clinker they find everywhere) The deep is 
owned by nobody and governed by international 
treaty, unlike coastal waters, which are under the 
control of the states that border them. In this sense 
the deep-water environment is the ultimate com- 
mons—one that is all the harder to manage sensibly 
because so little is known about it. 

Modest trawl-sampling of the deep began only 
in 1872 with the British ship Hms Challenger. On its 
four-year voyage, Challenger found 103 new spe- 
cies. They are still stored in tall glass jars in the base- 
ment of London's Natural History Museum, shoul- 
der to shoulder with specimens collected by Hms 
Beagle, which had carried Darwin to the Galapagos 
Islands 37 years earlier. 

The discovery of new species, which began with 
animals washed up on the shore in the 18th century, 
has shown no sign of slowing (see chart 2). Indeed, 
an animal as large as the megamouth shark, which 
is 4.5 metres (15 feet) long and weighs 750kg, was 
one of the horrors of the half-known deep that 
turned up only a few years ago. The shark, which 
lives only 300 metres down, has since been caught 
alive on several occasions. Deeper-living creatures 
rarely survive the journey to the surface. A deep-wa- 
ter scientist will almost never hold a living speci- 
men of the creatures he spends a lifetime studying. 

Life below the surface ranges from gloomy to 
black. At only 10 metres down, most of the red light 
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in the spectrum has been absorbed, which is why 
the underwater has a greeny-blue tint. At 50 metres, 
only 5* of the light is left. At 150 metres, photosyn- 
thesis stops. In even the clearest ocean, below 1,000 
metres it is eternally night. 

For the animals in the deep (there are no plants 
and, oddly perhaps, no insects, the most successful 
land animals), everything comes from the surface. 
The fish swimming freely in the body of the water 
column, known as pelagic fish, and those near the 
bottom, called demersal fish, each take their share 
of the surface crumbs as they fall to the sea floor. 
With increasing depth, there is less to be had. As a 
rule, only about 5% of the food at the surface is avail- 
able to creatures lower down, and four-fifths of that 
is captured before it reaches the sea bed. 

Because many deep-sea creatures make their 
own light, there is still a need for disguise in the 
dark deep. This is why many deep-living species, 
such as Gonostoma bathyphilum, a 10cm-long ma- 
chete-shaped fish, are completely black. A few, such 
as the orange roughy and the 7cm-long deep 
shrimp, Acanthephyra purpurea, are bright scar- 
let—a colour that is invisible in the lunar glow from 
other creatures' luminescent organs. Some species, 
such as the angler fish, produce light to attract prey. 
In others living and feeding near the bottom, such 
as the grenadier, the light organs presumably warn 
off predators or signal to mates. 

Because food is scarce, many animals grow 
slowly and live a long time. The Pacific slope-dwell- 
ing grenadier respires at one hundredth the rate of 
its distant relative, the Atlantic cod. The abyssal 
grenadier has a liver that can store enough food to 
keep it going for 186 days if needs be. Some species 
forage, whereas others probably live in suspended 
animation, waiting to be roused by a passing mor- 
sel. All the really deep species are adapted to the in- 
tense pressure: at the deepest parts of the ocean this 
can reach 1,100 atmospheres, the equivalent of 50 
jumbo jets weighing down on a human. 

In the open ocean, surface nutrients are limited 
and phytoplankton are scarce. In effect, the high 
seas are a blue desert. On the sea bed far below, 
therefore, most of the sediment is mineral, and ac- 
cumulates at a rate of only 1mm every thousand 
years. Where there is more phytoplankton on the 
surface, nearer the continental shelf, a more nutri- 
tious silt washes down. These areas contain more of 
the life that is found everywhere on the sea floor, 
including worms, crabs, bivalves and the odd sea 
cucumber. Buried in the sediment are many sorts of 
tiny organism. Some scientists think that the sea 
floor may contain up to 10m different species. But 
that is pure guesswork: according to Elisabeth 
Mann Borgese of Dalhousie University, in Canada, 
only 1.5% of the sea bed has been explored. 

Here and there, this watery desert is dotted with 
islands of fire. Nine-tenths of this planet's volcanic 
activity takes place on the sea floor. Water that has 
seeped into the earth's crust is heated and driven 
out into the cold sea in mineral-charged jets called 
black smokers. It is dark here too, but there are colo- 
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nies of bacteria that can metabolise the abundant 
hydrogen sulphide (a substance poisonous to most 
life). Some of the bacteria are free-living, others find 
a home in shrimps, clams and worms, which har- 
vest them for food. An entire ecosystem, including 
crabs and snails, lives off the shrimps and clams. 
Growth is faster here than on the rest of the sea 
floor. A 22cm giant clam could be just six-and-a-half 
years old, whereas shells from sediments in 3,800 
metres of North Atlantic water were found to have 
grown to only 8mm in roughly a century. Other bac- 
teria live in or near the chimneys of minerals that 
are deposited by the saturated water. According to 
Holger Jannasch, a scientist at Woods Hole and one 
of the first explorers of hot vents, some of these crea- 


tures can survive at 113°C, far beyond the tempera- 
ture used for pasteurisation. The implications have 
not been lost on biotechnologists, who see a poten- 
tial for exploiting the newly found enzymes. 

Indeed, exploitation of the deep seems only a 
matter of time. At the end of last year an Australian 
firm, the Nautilus Mineral Corporation, won a li- 
cence to extract gold from the chimneys left by ex- 
tinct hot vents at depths of 1.2-1.7km in the Bis- 
marck Sea off the coast of Papua New Guinea. The 
reserves, richer than many on land, could be worth 
billions of dollars, says the firm. Further in the fu- 
ture, it may be possible to extract metals from the 
manganese nodules that collect like tennis balls on 
the sea floor (an idea that enjoyed a vogue in the 
1970s, but proved uneconomic then). And at depths 
below 300 metres, methane is locked away in cages 
of water molecules. Offthe coast of Central America 
huge deposits have been found that might one day 
become a source of natural gas. 

Fisheries are also extending into deeper waters, 
with the Patagonian toothfish in the Southern 
Ocean, and the orange roughy, which is fished from 
depths of 400 metres to 1,800 metres offthe coast of 
Australia and New Zealand and in the Atlantic. In a 
recent book*, Nigel Merrett of the Natural History 
Museum in London and Richard Haedrich of the 
Memorial University in Canada warn against this 
deep-water fishing. Because food is scarce, deep-liv- 
ing fish grow slowly, and some spawn only once in 
their long lives. There are few predators in the deep, 
probably because there is not much to prey on. A 
new predator armed with nets and a diesel engine 
might, literally, clean up—and leave nothing. 
*"Deep-Sea Demersal Fish and Fisheries", by Nigel Merrett and Rich- 
ard Haedrich. Chapman & Hall, 1997 





A fisherman's tale 


T DAWN the boats across the Maricaban Strait 
dim their floodlights and haul in their nets. 
Light-fishing is illegal in the Philippines, but the 
law is routinely ignored. It is a better way of catch- 
ing fish, and fish are increasingly hard to come by 
in the South China Sea. 

The boats take their haul to market in Anilao, 20 
minutes down the coast. Bonito are for sale at the 
water's edge, and stalls a few paces from the har- 
bour offer rabbit fish, snappers, goat fish and a 
ropey-looking marlin. The market, which starts at 
around 6.30am, used to last until mid-morning, but 
this Saturday the tubs of fish are gone by 8am. Many 
fish are small, some below spawning age. Filipinos 
now serve guests species of fish that they barely con- 
sidered edible a decade ago. One market trader has 
given up fish and taken to selling chicken instead. 

The scarcity is the result of overfishing, and it 
affects both poor and rich countries, polluted and 
unpolluted. Although the rich world can afford to 
manage its fisheries, and commands the expertise 
ofsome ofthe world's best fisheries biologists, it has 
brought some spectacular failures on itself. In the 
Grand Banks, off the coast of New England and 
Canada, it has presided over the collapse of possi- 


bly the world's most valuable fishing grounds. 

The banks' abundance was legendary. In his re- 
cent book on the cod, Mark Kurlansky recalls that 
when Cartier "discovered" the mouth of the St Law- 
rence river in 1534, he found a thousand Basque 
vessels already fishing there. Eventually, the banks 
attracted fishermen from all over the Atlantic. But 
by 1992, the biomass of spawning cod off New- 
foundland and Labrador had fallen to only 22,000 
tonnes, compared with 1.6m tonnes 30 years earlier. 
America halved its fishing effort in the New Eng- 
land groundfish fisheries. Canada closed the Grand 
Banks, announcing a five-year aid package worth 
C$15 billion ($1.05 billion). The collapse has cost 
40,000 jobs in Newfoundland. 

The effects of overfishing are masked by the 
overall statistics, which show that the world's sup- 
ply of fish has continued to grow nicely as the fish- 
ing effort has intensified in one ocean after another 
(see chart 3 on next page). But the statistics aggregate 
hundreds of species, and in a practice reminiscent 
of a Soviet factory of former days, report the catch 
by weight rather than by value—a number that is 
hard to collect. Overfishing threatens to become 
ubiquitous, and on the whole has not been reme- 
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died even in fishing grounds such as the North Sea, 
where it was first identified as long ago as the begin- 
ning of this century. 

The world catch of demersal fish (which include 
the best fish to eat, such as cod and haddock) has 
not grown since the early 1970s (see chart 4). In- 
stead, the growth in landings has come from aqua- 
culture and large volumes of pelagic fish, such as 
the Peruvian anchoveta, that are used mostly to 
make meal. One study suggests that there are now 
more low-value pelagic fish precisely because large 
numbers of their valuable predators have been 
taken. Indeed, as people “fish down the food chain” 
in this way, the available catch might increase dis- 
proportionately, since predators consume more 
than their own weight in prey. In some fisheries, 
therefore, the volume of the catch has grown even as 
its value has fallen. 

The overfishing is spreading. The FAO, which 
does more than anyone to monitor the world’s fish- 
eries, says that 35% of the 200 main stocks are cur- 
rently in decline and 25% at their peak. Almost all 
were underexploited a few decades ago. Stocks that 
have crashed are rarely given the chance to recover 
completely. Except for stocks in the south-east Pa- 
cific (where the newly discovered Japanese pilchard 
has boosted catches), the stocks classified by the FAO 
in 1992 as overexploited have been in decline for 
three decades. Over that period the catch of these 
stocks has fallen by 4m tonnes, or a third. 


First catch your handout 
The reason why overfishing can easily happen is 
that in most fisheries just about anyone has the 
right to have a go, and plenty have exercised that 
right. In past decades, the number of fishermen, as 
well as fish farmers, has been growing across the 
developing world. According to Richard Grainger 
of the FAO, the total worldwide has more than dou- 
bled in the past 25 years. 

“Open access” can lead to absurd races for fish. 
In Alaska in the early 1990s anyone could catch sa- 
ble fish, although the overall total was controlled. 
As a result, a year's worth of sable fish were usually 
caught off the coast of Alaska in under a week. Not 
only are such scrambles dangerous for fishermen 
but, since most people will pay less for a frozen fish 
than a fresh one, they are wasteful too. In most fish- 
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eries there is no finishing line: the race goes on, 
week after week, month after month. 

But overfishing is more than, in the language of 
economists, “a tragedy of the commons". Govern- 
ments have used subsidies to encourage people to 
work and invest in fishing, especially after territo- 
rial waters were extended to 200 miles in the 1970s 
and foreign fleets were kicked out. A new study by 
the World Bank* estimates that these subsidies are 
worth a total of up to $16 billion a year. They come 
in many forms, including direct aid for building 
boats and state-financed fisheries management. 

Even America, having scrapped programmes to 
expand the national fleet, still exempts fishing from 
fuel duty and lets fishermen defer income tax. Fish- 
ermen exploit a resource that belongs to everyone, 
without paying rent—unlike, say, companies that 
log government-owned land. If you count that as a 
subsidy too, the study says, the total aid to fishing 
worldwide amounts to as much as $21 billion. This 
is more than a quarter of fishing boats’ total reve- 
nues, making fishing one of the most subsidised in- 
dustries anywhere (though less so than farming). 

The combination of open access and subsidy in- 


TUUS, 


"Subsidies in World Fisheries: a Re-examination", by Matteo Mi- 
lazzo. World Bank, 1998 
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evitably leads to overcapacity. FAO scientists esti- 
mate that 53% of the world’s fishing fleet is superflu- 
ous. In 1996 the Eu decided that its fleet should be 
cut by 40% over six years (although it later retreated 
from this goal), According to an American estimate, 
Russia should lose two-thirds of its fleet. 

Nevertheless, some countries are still expand- 
ing their fishing industries. The number of Chinese 
fishermen quadrupled between 1970 and 1990. The 
distant-water fleet has grown especially fast and 
Chinese officials say they want it to grow 
further.The Eu has bought licences in such places as 
Africa as a way to deal with overcapacity at home. 
When Morocco and Namibia tried to end these 
agreements in the 1990s, the EU applied intense 
diplomatic pressure. The Eu has sometimes paid its 
fishermen to give up their boats and exported the 
surplus hulls. The extra boats that arrived in Argen- 
tina helped destroy the hake fishery there. 

All this points to another factor in overfishing: 
increasing technological sophistication. Distant- 
water fleets bring industrial fishing to countries 
such as Gabon or Guinea, which do not have big 
boats of their own. Technology has improved rap- 
idly. The last American sailing boat was fishing on 
the Grand Banks as recently as 1963. What with new 
engines, satellite navigation, sonar, computerised 
gear, you name it, it is still improving all the time. 
Andy Smith, of the Fao, reckons that even if the 
fleet's tonnage remained the same, its fishing capac- 
ity would increase by 3% a year. 

In the face of overfishing, gov- 
ernments have tried to control 
both the effort that goes into fish- 
ing and the catch. This has two 
shortcomings. The first is that not 
enough may be known about the 
fish. The collapse of the Pacific sar- 
dine fishery in the 1940s (see chart 
5), which killed Cannery Row and 
provided a novel for John Stein- 
beck, was once regarded as a result 
of overfishing. Research on sedi- 
ments by the Scripps Institution 
shows that the collapse was in fact 
a natural oscillation. In such cir- 





cumstances, overfishing makes matters worse. Mi- 
chael Mullin of Scripps says it delayed the return of 
the sardine by about 15 years. 

The obvious answer is to manage fish stocks 
conservatively. But that is to ignore the other short- 
coming of government controls: the bad blood be- 
tween fishermen and fisheries managers. To a large 
extent this is a symptom of the overcapacity created 
by subsidies and open access, which keeps fisher- 
men under constant financial pressure. "Scientists 
think fishermen overfish, and fishermen think sci- 
entists overprotect," laments James Baker of NOAA. 

The institutions designed to manage fisheries 
often do not work. America has set up eight regional 
councils to recommend how to manage fisheries. 
They are meant to represent all interests, including 
those of recreational fishermen and conservation- 
ists, but some of them have been hijacked by com- 
mercial fishermen. Canada's more autocratic sys- 
tem has proved even less effective. At the end of 
March the Canadian parliament recommended 
sacking the officials responsible for the Atlantic cod 
fishery. The Eu’s common fishery policy is widely 
loathed for failing either to conserve stocks or to 
keep fishermen happy. Developing countries often 
have no fisheries management at all. What laws 
there are tend to be ignored—sometimes by foreign 
fleets that have bribed their way in. 

The damage from overfishing is mostly eco- 
nomic. According to Mr Grainger of the FAO, the 
world catch, worth more than $80 billion, could be 
10-20% larger with good fisheries management. 
America estimates that the profits from its part of | 
the Grand Banks could be $150m higher. In many 
poor countries an individual fisherman’s catch has 
barely grown since 1981; sometimes it has dropped. 

Fishing also seems to bring even supposedly 
friendly countries to blows. In 1995 Canada ar- 
rested the Estai, a Spanish boat from Vigo, which 
led to a row with the Ev. The British have been get- 
ting worked up for years about Spanish "quota 
hoppers", boats that have, quite legally, bought the 
right to fish from British skippers. Canada and 
America fight a running battle over salmon on the 
north-western coast. Last year a gang of Canadian 
fishermen blockaded an American ferry in British 
Columbia. Japan and South Korea have been spar- 
ring over the fishing around some rocks the Japa- 
nese call Take-shima and the Koreans Tok-to. 

But there is a less-noticed toll, too. Some types of 
fishing lead to large amounts of “by-catch”, made 
up ofunwanted species. Nobody knows how much 
is killed this way, but the best estimate is 22m 
tonnes, roughly a quarter of the total wild catch. 

On the whole, overfishing does not lead to the 
biological extinction of species. Left for a few years, 
the fish seem to recover. According to Pamela Mace, 
a distinguished fisheries biologist with NOAA, this 
has happened with herring in Norway and the Gulf 
of Maine, and striped bass on the Atlantic coast of 
America. But trawling can damage the sea bed. 
Some parts of the benthic habitat are scoured sev- 
eral times a year, which gives the animals and 
plants insufficient time to recover. 

Yet fishing does have subtler genetic conse- 
quences. Rather than destroy, say, the herring spe- 
cies in its entirety, it may destroy particular groups 
of fish, such as spring-spawning herring. Surviving 
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fish may also be changed by the relentless hunt. The 
cod on the Grand Banks now reach sexual maturity 
at two years of age, instead of four as they used to— 
presumably because early-maturing fish have a bet- 
ter chance of spawning. And there is no guarantee 
that ecosystems will re-establish themselves. The 
Grand Banks have become home to the Arctic cod, 
which competes with its Atlantic cousin for food. 

Although most fish will not die out as a result of 
overfishing, a few species of marine animals are 
threatened with extinction. Most at risk are valu- 
able animals that are stationary. Paul Dayton and 
Mia Tegner from Scripps have tracked the decline 
of the white abalone, a shellfish living in the kelp off 
the Californian coast that has been ruthlessly pur- 
sued. Fishermen took 65 tonnes of white abalone in 
1972. Now the scientists think that only a few dozen 
specimens remain. Large, slow-growing creatures, 
such as whales, are also in danger, as are sharks and 
skates, which reach sexual maturity late and have 
few offspring. Sturgeon are included on the list of 
endangered species. So are sharks, which are killed 
for their fins. 


Fish and ships 


The future of fishing rests on two pillars. The first is 
better management. This is not a matter of coming 
up with some big idea, but of making lots of de- 
tailed improvements, often at local level. Access can 
be limited by licensing. Fishermen can be rewarded 
for husbanding the stock. Satellites and electronic 
logs can help enforcement officers catch offenders 
at sea. New gear can reduce the by-catch and protect 
endangered species, such as turtles and sea birds. 
The second pillar is aquaculture. This is grow- 
ing rapidly, more than doubling in volume to 28m 
tonnes and almost trebling in value to $43 billion 
between 1986 and 1995, according to a new report 
by the FAO. About half of this takes place in fresh- 
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water ponds. 

Aquaculture is usually pilloried for the pollu- 
tion it causes. The culprits are shrimp and fin fish 
such as salmon. A study in 1994 found that 80kg of 
nitrogen compounds and 7.5kg of phosphates were 
produced for each tonne of farmed salmon, and 
that 70-80% of the antibiotics that were supposed to 
protect the fish went to waste. Shrimp cultivation 
can also pollute, but spectacular outbreaks of dis- 
ease in Asia farms have been a great incentive for 
better management. 

Pollution from fish farming can be avoided. It is 
hardly in the farmers’ interest to waste medicine 
and feed. Moreover, carniverous finfish and crusta- 
ceans make up a tenth of marine aquaculture by 
weight. A far larger proportion is seaweed and shell- 
fish, which are filter-feeders and require no added 
food. Because they depend on clean water, their 
farmers are likely to seek a clean environment. 

The real worry about aquaculture is genetic. 
New species, strains and breeds are being used in 
aquaculture, and being created by it. When fish are 
farmed, they become domesticated. Farm-bred 
rainbow trout come to the surface when people ap- 
proach; their wild cousins hide. Farmed tilapia can 
be handled without struggling; the wild fish suffer. 
Such differences will grow as strains are bred in 
captivity. More importantly, there is a great tempta- 
tion to breed improved varieties: salmon that will 
grow faster, taste better and keep fresher. 

These fish may present a danger to wild strains. 
True, many are unfit to survive outside their cages. 
True again, breeders will be able to make almost all 
the hatchlings sterile, or dependent upon some 
man-made chemical. But these safeguards are not 
yet absolute, and experience has shown that farmed 
fish will escape to the wild. As things stand, an es- 
caped gene is more of a threat in the boundless sea 
than it ever would be on land. 





Come the storm-blast . . . 


ANADIANS are used to snow. But last winter 
brought something worse: ice that paralysed 
Quebec, twisted electricity pylons like wire coat- 
hangers and deprived 3m people of power, some of 
them for weeks. The country's armed-services chief 
described Montreal's South Shore as "Sarajevo 
without the bullets". 

The ice storm was caused by El Nino, a weather 
pattern produced by a change in the Pacific Ocean 
currents that in the past year has been blamed for 
almost every twitch of the North American barom- 
eter. The ice started as moisture, carried northwards 
on a current of warm air. In any normal winter it 
would have fallen as snow. But El Nino creates wet- 
ter and warmer weather on America's east coast. 
This year the extra water froze only when it fell into 
the cold Canadian airmass below. Proof, if any were 
needed, that changes in the ocean can have freak 
effects thousands of miles away. 

There was a time when meteorologists looked 
on the ocean in two contradictory ways: as an infi- 
nite reservoir of heat and water, and as a passive 
recipient of changes in the atmosphere, cooling or 
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warming in response. As John Woods of Imperial 
College in London explains, this is changing now, 
partly because more powerful computers can 
model what goes on in the water, but also because 
of worries about climate change. And there is a 
growing conviction that fluctuations in ocean cur- 
rents are important in their own right—especially 
as oil and gas production moves into deeper waters. 

The ocean matters to the climate in three ways. 
First, it acts as a store for water, heat and carbon. The 
ocean contains 96% of the planet's water, and 50 
times as much carbon as the atmosphere. The top 3 
metres of the ocean can store the same amount of 
heat as the entire atmosphere.The ocean also trans- 
ports prodigious amounts of water, heat and car- 
bon. The various currents that operate between 30° 
and 40° north, mainly the Gulf Stream in the Atlan- 
tic and the Kuroshio in the Pacific, between them 
carry 2 petawatts of heat northwards, the equiva- 
lent of 1,000 large power stations. The Gulf Stream 
shifts up to 150m cubic metres of water a second, 
Over 100 times more than all the world’s fresh-water 
rivers put together. Lastly, there are exchanges be- 
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tween the ocean and the atmosphere through 
warming and cooling, evaporation and rainfall, 
and photosynthesis. Some parts of the ocean lose 
more water vapour than they receive in rain, and 
vice versa. The Pacific, for example, is less saline and 
therefore less dense than the Atlantic, and stands 
almost half a metre higher. 

The whole climatic machine is driven by the 
sun and the earth. In the tropics the sun strikes 
squarely from directly overhead. But in temperate 
and polar latitudes, the earth's surface curves away 
from the sun, so its beams strike only obliquely. The 
surplus energy arriving at the equator then spreads 
to the poles in currents of warm water and warm 
water-laden air. The ocean currents, called gyres, are 
swirled around by the earth's rotation and crimped 
by its land masses. 

This is uncontroversial. So is forecasting tomor- 
row's weather, which will follow predictably from 
today's. However, an unknown lurks between the 
specificities of weather and the generalities of 
meteorology: nobody can say much that is useful 
about the climate next year. 

And that is the big achievement of the scientists 
who successfully forecast El Nino several months in 
advance. The value of accurate El Nino forecasts to 
agriculture in the southern United States has been 
put at $260m by the Organisation for Economic 
Co-operation and Development. And those people 
who heeded official advice and mended their roofs 
before the "pineapple expresses" began to roll in 
from the Pacific saved themselves untold trouble. 

As Daniel Cayan, of the Scripps Institution, 
points out, El Nino is probably the easiest such phe- 
nomenon to understand: it follows a regular cycle, 
and its effects are widespread. Recently, other sys- 
tems have been found in the temperate latitudes of 
the Atlantic and the Pacific. Many others may be 
waiting to be discovered. 

Mike McCartney and his colleagues at Woods 
Hole have studied a phenomenon called the North 
Atlantic Oscillation (NAO). When the NAO is high, 
that means a high-pressure region in the Azores and 
a low near Iceland. Westerly winds are warmed as 
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they cross the Atlantic from North America to Eu- 
rope, bringing mild weather with them. When the 
oscillation switches to a new phase, the Icelandic 
low moves to the south. The prevailing winds over 
Europe now contain cold, dry polar air, leading to 
harsher weather. They cross the ocean towards Can- 
ada, becoming warmer as they do so, and bringing 
mild weather to Labrador. The NAO flips from one 
state to the other many times a year. For a few de- 
cades one state is more common than the other, be- 
fore its opposite again prevails. It is this longer-term 
pattern that particularly interests scientists. 

The rapidly changing atmosphere is a flibberti- 
gibbet without permanence. This has led Mr Mc- 
Cartney to conclude that the long-term pattern is 
caused by alternating packets of cold and warm wa- 
ter passing along the north Atlantic gyre. Because 
the packets of water take a few decades to work their 
way through the currents, the NAO has a *memory". 

Another system that has been discovered is the 
Pacific Decadal Oscillation (PDO), in the north Pa- 
cific, which has been extensively studied by Tim 
Barnett of Scripps with scientists from the Max- 
Planck-Institut for meteorology in Hamburg. It, too, 
may depend upon the stately progression of 
warmer or colder water around the gyre. 

The ppo and the NAO now hint at the possibil- 
ity of proper long-term forecasts. But aside from 
such practical applications, understanding systems 
in which the ocean and the atmosphere interact is 
vital in gauging how the climate is changing natu- 
rally—and therefore how much of the warming 
seen in the past century is due to mankind. 

Indeed, climate change has lent a sense of ur- 
gency to oceanography. Curiosities have taken on a 
new significance. One oddity, called the Younger 
Dryas, a short ice age roughly 12,500 years ago, 
chilled the entire northern hemisphere during a pe- 
riod of warming. In a decade or so the temperature 
fell several degrees, staying low for some 1,300 years. 
The scientists of the Intergovernmental Panel on 
Climate Change (rPCC), who study global warming, 
have identified such sudden events as one of the 
surprises that today's climate might spring again. 
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Wallace Broecker of Columbia University in 
New York has suggested that the Younger Dryas was 
caused by a breakdown in the “thermohaline cir- 
culation”, which carries heat in the ocean north- 
wards from the equator. Normally, warm currents 
lose heat and water to the air on their way to the 
pole. Eventually, somewhere near Iceland, the cold 
and salty water becomes dense enough to sink to 
the ocean floor, where it begins a submarine trek 
back southwards (see map 6 on previous page). Mr 
Broecker speculated that fresh water from a melting 
ice sheet could form a “cap” that stops the current 
sinking. Having blocked the circulation, it would 
prevent the arrival of equatorial heat at the poles. 

Nobody knows whether such a mechanism is 
possible today. Although computer models can 
recreate the effect, some scientists doubt whether 
there is enough fresh water in the north Atlantic 
Ocean to cap the circulation. However, large pools 
of fresh water have been observed there. Robert 
Dickson, from the fisheries laboratory in Lowestoft 
on the east coast of Britain, followed a “great salin- 
ity anomaly” (a pool of water less saline than the 
surrounding sea) as it proceeded around the north 
Atlantic in the late 1960s to early 1980s. He is track- 
ing a new salinity anomaly even now. 


Sea surge 
Climate change is surrounded by huge uncertainty. 
Assuming there is no Younger-Dryas-like ice age, 
one concern is a rise in the sea level. This has varied 
enormously in the past. Towards the end ofthe last 
ice age 18,000 years ago the sea was at least 100 me- 
tres lower than it is today. Conversely, 120,000 years 
ago, when the earth was slightly warmer than it is 
today, the sea was 5-6 metres higher than now. 

Even the half-metre rise during the next century 
predicted by the 1PCC is worrying for maritime 
countries, which may have to decide how to 
strengthen their coastal defences. For some it could 
be disastrous. Some 7% of the area of Bangladesh, 
with 6m inhabitants, is less than a metre above sea 
level. A rise of 3 metres would drive 30m Banglad- 
eshis from their homes. Moreover, as people extract 
ground water for drinking, the country is sinking. 
By 2100 it could easily have dropped by 1.2 metres. 
And even if land is not permanently under water, it 
is vulnerable to storms, which in April 1991 killed 
100,000 Bangladeshis. 

The 1,190 islands in the Maldives and the Mar- 
shall Islands are an average of only 3 metres above 
sea level. According to Sir John Houghton, of the 


A perfect storm 


IPCC, a half-metre rise would take much of their 
land and turn up to half of their freshwater to brine. 
A changing climate would affect sea life too. The 
current El Nino has reduced the plankton on the 
Californian coast by 70%. Salmon have deserted 
America and moved north to Canada and Alaska. 
El Ninos are a common event, and their effect is 
not likely to be lasting. Climate change would be 
different. Marea Hatziolos of the World Bank fears 
that coral, which are sensitive to temperature, will 
not be able to adapt, and will die. Keith Brander, of 
the International Council for the Exploration of the 
Sea, in Copenhagen, has shown how a warm period 
coincided with the appearance of cod off the coast 
of Greenland in the 1920s. Forty years later, when 
the weather turned cold again, they disappeared al- 
most immediately. Andrew Bakun of the FAO spec- 
ulates that there is a climatic link between the 
simultaneous variations in the stocks of pelagic fish 
seen on different sides of the world, such as pil- 
chards off South Africa and anchoveta off Peru. 
American officials complain that it has been 
impossible to negotiate with Canada over the 
northward-shifting salmon. Imagine the shift re- 
peated, stock after stock, country after country. 
There might be fewer fish, and there would be no 
guarantee that those fish which migrate beyond the 
range of a particular fleet would be replaced. Some 
of those in the rich world who depend upon fishing 
for their livelihood would no longer have anything 
to catch. Some of those in poor countries who de- 
pend upon fish for their food would go hungry. 





Bobbing bytes 


OASTAL waters, fishing and climate change all 
require more attention from governments. 

The exception is shipping. There was a time when 
maritime strategists were busy discovering a route 
to the Indies, finding the longitude, and deciding 
whether dreadnoughts should burn coal or oil. To- 
day, shipping gets its share of criticism for things 
like spilling oil and dumping rubbish at sea, but it 
is no longer the political issue it was. This is thanks 
partly to international laws and codes, many of 
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which took decades to hammer out, and which now 
guarantee right of way and safe passage. But effi- 
ciency born of new technology and competition 
has also played its part. 

Take, for example, containerisation, which 
amounted to building a logistical Internet decades 
before the real thing was invented. Like a packet of 
data, a container is just a box with an address. Like 
the World Wide Web, container routes have the 
economies of a network: the more users, the greater 
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the benefit. As railways, shipping lines and haulage 
firms adapted their equipment to carry containers, 
the efficiencies mounted rapidly. 

Containers are digital. Container ships no 
longer carry varied cargo, but standard boxes mea- 
sured in one or two TEUs—20-foot-equivalent units. 
The point of containerisation is that the content of 
each box is irrelevant. It is the box itself that matters 
to the crane operators, shipping lines, railways and 
lorry drivers that handle them. Because every con- 
tainer is identical, it is simply another “packet” to 
be routed through the transport network. 

The idea dates back to the 1950s, when vacuum 
tubes were still warm. It was the brainchild of 
Malcom McLean, a haulier from Cape Fear, North 
Carolina. The shipping lines and railway compa- 
nies dismissed his scheme but Mr McLean, unde- 
terred, bought a coastal tanker and converted it to 
carry lorry trailers. On April 26th 1956, the Ideal X 
carried its load from Port Newark, New York, to 
Houston in Texas. The voyage was a success, and 
within a decade shipping lines were convinced that 
international routes could also be served by con- 
tainer. Ten years after the Ideal X’s voyage, the 
American Racer sailed for Europe. 

The unions quickly saw the threat of what be- 
came known as the “longshoreman’s coffin”. The 
shipping lines were not too enthusiastic either. In a 
dilemma that will be familiar to today’s telephone 
companies, they were loth to spend money on a 
container network when they had already invested 
heavily in old-fashioned equipment. 

Yet the savings have proved immense. Thanks 
to containers, sea transport these days represents 
only 1-1.5% of the total cost ofa typical product, com- 
pared with 5-10% before their introduction. A ship 
spends 24 hours in port today, 
rather than three weeks under the 
old system of pallets. In total, 609; 
by value of sea-borne trade now 
goes by container. 

Inevitably, there have been los- 
ers. The jobs of hundreds of thou- 
sands of dockers have disappeared. 
In 1956, 31,000 longshoremen 
were employed in the ports run by 


the New York Port Authority (NYPA); now barely a 
tenth of that number are left. The world's great har- 
bours have suffered too. Container ships require a 
new sort of dockside crane and loading yard, so the 
NYPA built Port Elizabeth in New Jersey, the first 
harbour for container ships. The life went out of the 
old docks in such cities as Copenhagen and Lon- 
don. One of the bosses of a container line recently 
admitted to the Journal of Commerce, a sister 
publication of The Economist, that the business has 
lost its romance. 

In the same way that globalisation has led to 
competition in telecoms and the privatisation of 
the old state-owned monopolies, so the logic of 
containerisation has undermined the two govern- 
mental pillars of merchant shipping. The first is na- 
tional ownership. Shipping was once so central to a 
nation's prosperity that it was treated as a protected 
industry. Governments wanted to be sure that a 
merchant navy was always at their disposal, and 
that hostile powers would not be able to cut off 
trade. Shipping lines were not for sale to foreigners. 

But the 1990s have seen a series of international 
shipping mergers. Last year Neptune Orient Lines 
(NOL) of Singapore paid $825m for American Presi- 
dent Lines (APL) of California, America's second- 
largest container line. Britain's Pao and Nedlloyd 
of the Netherlands have already merged their con- 
tainer businesses to create one of the world's largest 
shipping lines. South Korea's Hanjin has bought a 
majority share of psr-Senator. There have been 
many smaller deals as well. 

National boundaries have been further blurred 
by alliances in which shipping lines join forces to 
buy road, rail and port capacity. Mr McLean's Sea- 
Land has an alliance with Maersk of Denmark. 
Hyundai Merchant Marine, Mitsui OsK Line and 
the new NOL/APL are in what they call the Global 
Alliance. And r&o Nedlloyd has joined four other 
lines in the “Grand Alliance". 

These manoeuvrings are designed to lower costs 
in an industry that has been plagued by overcapac- 
ity. During the past decade, prices for most trades 
have been steady or falling (see chart 7). According 
to John Reeve, of A.T. Kearney, a management con- 
sultancy, volume has grown by an average of 9.4% a 
year since 1991, against only 4.1% for sales revenue. 


Modes and nodes 


Customers worry that the consolidation will reduce 
competition, and that fear is undermining the sec- 
ond principle of merchant shipping, immunity 
from antitrust prosecution. There was a logic to this 
when there were fewer ships and no communica- 
tions. The first ship to market gets the best price for 
its commodity; late arrivals sell into a glut. In order 
to avoid booms and busts and ensure a steady sup- 
ply for consumers, shipping lines were allowed to 
organise "conferences" for each trade. These set 
rates and helped establish timetables for sailings. 
The shipping lines claim that the conferences 
are still beneficial. In general, there are enough lines 
outside the agreement to keep prices down, though 
the conference running the trade between Europe 
and America did manage to impose a notorious 
hike in prices at the start of the 1990s. However, the 
conferences restrict innovation in services and 
technology by limiting the ability of the lines to 
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charge different prices. Partly because those outside 
the lines, such as China's Cosco and Taiwan's Ever- 
green, have thrived, the days of the conferences are 
probably numbered. In March, for example, the 
American senate passed a law which proposes that 
lines be able to strike exclusive deals with custom- 
ers. This will, in effect, remove the largest customers 
from the conference system. 

With the decline of conferences and of national 
ownership, merchant shipping is starting to look 
like just another business. When America shipped 
huge amounts of materials for the Gulf war, nobody 
seemed to mind that many of the ships it used were 
owned by foreign lines. According to Mr Reeve, the 
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process will go further as shipping is subsumed by 
its homologue, the Internet. In an electronic world, 
the real power lies with the brain that buys and sells 
space on lorries, trains and ships, not the brawn 
that shifts the goods. The sea will become just a 
node between routers. People will still share the des- 
tination of John Masefield, who “must go down to 
the seas again, to the lonely sea and the sky”; but few 
will share this British poet's quest. Nobody seeks a 
tall ship in the container age. 

These days, shipping is governed by interna- 
tional law and the market. It is efficient and—gener- 
ally—well organised. How can fishing and coastal 
waters best achieve a similar balance? 





The deep green sea 


T1 politics of the sea suffers from three twists 
that also complicate the politics of other envi- 
ronments. First, nobody knows exactly how marine 
environments are affected by people, so policy will 
usually have to be devised before there is conclusive 
proof of, say, a rise in the sea level or the destruction 
of habitat. 

Second, much that happens in and around the 
sea involves what economists call externalities— 
things that entail costs which the beneficiary does 
not fully bear. When a trawler damages the sea bed, 
it is the whole fleet that pays the price in lost fish. 
When a shrimp farmer fells mangroves, he does not 
pay for making the coast more prone to storm dam- 
age and erosion. 

Third, just about any policy directed at the sea 
seems to involve a bewildering number of govern- 
ment bureaucracies—and possibly several coun- 
tries as well. America’s Environmental Protection 
Agency reports that shallow marine habitat in the 
mid-Atlantic region is regulated by 17 agencies (and 
this number does not include local jurisdictions). 
The FAO estimates that roughly a seventh of the fish 
caught at sea are part of stocks that straddle an inter- 
national boundary. 


Wavelength 


Given these complications, how should the sea be 
treated? Marine environments vary enormously, 
but here are eight rules that apply to most: 

* Ifyou want to protect an environment, stop subsi- 
dising its destruction. There are already too many 
fishermen, so it does not make sense to spend pub- 
lic money to attract more. Ultimately, fishermen 
should pay a rent for the fish they catch. 

e Limit access to resources. The oyster is a good ex- 
ample. In mid-19th-century Britain the poor used to 
get through around 500m oysters a year. “Poverty 
and oysters always seems to go together,” as Sam 
Weller observed in Dickens's “Pickwick Papers". 
Common ownership of the foreshore and sewage, 
leading to overfishing and poisoning, put paid to 
that. Today the British slurp only a few million of 
the molluscs a year. 

By contrast, 19th-century France controlled pol- 
lution and passed laws to limit oyster fishing. Later 
it restricted concessions to specially trained people. 
Like the British, the French were big oyster eaters 
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then, but unlike the British they never stopped. To- 
day they scoff 2 billion of the things a year. 

* Where possible, put resources into private hands. 
A number of countries have given individual fish- 
ermen à fixed share of the catch. These quotas are 
permanent and can be bought or sold, so they re- 
flect the value of the fish that are still in the water. 
Quotas encourage fishermen to think about invest- 
ing in conserving the stock instead of trying to catch 
the fish before someone else grabs them. 

Transferable quota systems have been tried in a 

range of countries, including New Zealand, Austra- 
lia, America, Chile, Iceland and the Netherlands. 
Others, such as Argentina, are thinking about them. 
Where they are in operation, the fishermen have be- 
gun to use words such as “product” and “custom- 
ers". They complain that the joy has gone out of the 
life—but they are making money. 
è Recognise that, except in emergencies, both cen- 
tral governments and international organisations 
make poor administrators. This is because coastal 
waters and fishing are complex, involving dozens 
of competing interests. Central authorities often 
lack the information they need to design a regime 
for the coast and fisheries, let alone enforce it. 

The centre can, however, pass laws and offer ad- 
vice. Governments can delegate powers to local au- 
thorities to manage their part of the coast and lay 
down procedures and budgets. The FAO has pro- 
duced a useful "code of conduct for responsible 
fisheries", which includes details on coastal-zone 
management and aquaculture. There is also an in- 
ternational agreement on managing stocks that 
straddle international borders. The International 
Council for the Exploration of the Sea (1ces) helps 
to take the politics out of management by offering 
independent assessments of stocks. 

* Get people to look after themselves. San Salvador 
Island, in the north of the Philippines, has been in- 
volved in a project to create “community manage- 
ment" of the coral reef. In the 1980s the villagers 
were using cyanide and explosives to fish the reef. 
Catches had fallen from more than 20kg of fish per 
trip in the 1960s to under 5kg by the end of the 
1980s. In 1989, after encouragement from a local 
environmental group and a popular vote, San Sal- 
vador created a 137-hectare marine reserve, includ- 
ing a portion of the reef, in the best-preserved part 
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of the shoreline. Fishing was banned, the villagers 
helped patrol the reserve and violators were pun- 
ished. Within two years the villagers' catches out- 
side the reserve had increased by about a third. 

The strength of a community is that it can im- 

pose social norms, which are as important as legis- 
lation in guiding people's conduct. In industri- 
alised countries, quota-owners may eventually start 
to behave like communities too. In New Zealand, 
quota-holders have begun to form associations to 
decide the policy for their stock. In Iceland it has 
become socially unacceptable for fishermen to 
cheat. Those who do face their friends' scorn long 
before they face prosecution. 
e Set up reserves to preserve important habitat. The 
San Salvadorians were on to a good thing. Reserves 
are now seen as a way to protect fish stocks in devel- 
oping and developed countries alike. 

Three researchers based in Nouméa in New Cal- 
edonia, 800 miles off the east coast of Australia, re- 
cently published a study* on how reserves can pro- 
tect coral reefs. They looked at the fish around five 
islands in New Caledonia's south-western lagoon 
before the reserves were created, and again five 
years later. They concluded that in the reserves the 
number of different species had grown by 67%, the 
number of fish by 160% and the biomass by 246%. 
Those islands where the reserves were most closely 
watched seemed to improve more than the others. 

Reserves not only provide a sanctuary for fish, 
but a stock that can migrate to areas open to fishing. 
Moreover, they can provide a reference point 
against which scientists can measure the change in 
environments elsewhere. As Paul Dayton of Scripps 
observes, one of the difficulties of managing ma- 
rine resources is that nobody any longer has a clear 
idea of what a normal habitat is like. 

There is a movement in America to get 20% of 
the coastal waters set aside as reserves within the 
next 20 years. The campaign is a good idea, but the 
target is somewhat arbitrary. Nobody really knows 
how big reserves need to be or how to design them. 


* The flip side of sanctuaries inside reserves 
is exploitation outside. As long as the marine 
environment is safeguarded by the sorts of 
rules outlined above, there is no reason not 
to use the sea to the full. The purpose of man- 
aging coastal waters is not to keep them in a 
"natural" state. That would be impossible, 
largely because most coastlines have already 
been altered by such things as dams, pollu- 
tion and aquaculture. Instead, management 
should make these areas more useful. 

Fishermen might want to "fertilise" the 
water to help plankton to grow. Oil compa- 
nies might want to dispose of rigs in deep wa- 
ter, where they might do less harm than if 
they were dismantled near the shore. Al- 
though they are unpleasant, algal blooms 
might not justify expensive remedial action. 
* Lastly, governments should remember that 
there is more than one marine environment. 
John Steele of Woods Hole argues for differ- 
ent types of management in different places. 
The coast needs to be actively managed be- 
cause so many people have competing 
claims to it. Policy cannot recreate a pristine 
coastal environment even if that were 
thought desirable. Deep waters, on the other hand, 
are vast and pristine, and have no need for manage- 
ment. The task there is conservation: to ensure that 
species are not destroyed, that the harmful effects of 
mining or dumping are limited. In-between lies the 
continental shelf, where fishing is intensive and 
most oil and gas is produced. Here people must 
strive to find a balance between management and 
conservation. 


The great mirror 


Baudelaire described the sea as the mirror of a free 
man. In superstitious times the sea reflected the fear 
of monsters and raiding parties. In the age of em- 
pire its glassy surface dispatched fleets and trade. 
For the romantics the sublime sea represented free- 
dom from stuffy, money-obsessed convention. At 
the end of the 20th century, it seems, the brine is 
clouded with environmental pessimism. 

More mouths, more money and more mess lead 
to an exploited sea, runs the refrain. In developing 
countries it is hard to manage resources for the long 
term, and even successful schemes are vulnerable to 
changes in the local hierarchy. Rich countries seem 
to get bogged down in politics. 

The pity is that if people gave the sea a chance, it 
would repay them handsomely. Because it has few 
boundaries, it has always been subjected to con- 
stant change. Within limits, this has made marine 
life adaptable and resilient; but humanity has, in 
places, begun to test those limits. If people want 
both to preserve the sea and extract the full benefit 
from it, they must now moderate their demands, 
and structure them. They must put aside ideas of 
the sea's immensity and power, and instead take 
stewardship ofthe ocean, with all the privileges and 
responsibilities that implies. 


e of Marine Reserves on Coral Reef Fish Communities from 
Five Islands in New Caledonia", by L. Wantiez, P. Thollot and M. 
Kulbicki. Coral Reefs, November 1997 
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TECHNOLOGY HAS TAKEN US TO MARS 
BUT FEW COMPANIES HAVE 
VENTURED DEEP INTO OUR PLANET. 





One of these companies is Petrobras. As a specialist in deepwater production, 

Petrobras is renowned worldwide. Operating in the upstream and downstream seg- 

ments of the industry, Petrobras produces 1 million barrels of oil and 1 billion cubic feet 

of natural gas per day. But more important is Petrobras’ commitment to sustainable deve- 

lopment. This comes as no surprise. Preserving the oceans, the air we breathe and the planet 

in which we live, is just as important as exploring the oceans for oil. After all, knowing that our planet IS 


a major source of energy, protecting it is not only a good business decision: it's a vital attitude to take. 
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PETROBRAS www petrobras.com.bt IT'S TIME FOR BRAZII 
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This announcement appears as a matter of record only. 
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Waiting for Dobbo 


The 


government's confidence that it can cut hospital waiting lists may be mis- 


placed. It was a silly promise to make in the first place 


OME time last autumn, though it was 

hardly noticed at the time, a political 
milestone was reached: the number of peo- 
ple waiting for hospital treatment rose 
above the number claiming unemploy- 
ment benefit—for the first time since mass 
joblessness became the nation’s dominant 
political issue in the mid-1970s. This week, 
Frank Dobson, the health secretary, came 
under attack as new figures showed that, far 
from falling by 100,000 since the May 1997 
election, as promised in Labours mani- 
festo, the waiting list in England had risen 
by 140,000, to a record 1.3m. (The rest of 
Britain also has hospital waiting lists but 
the figures for England get all the attention.) 

Mr Dobson said he was embarrassed by 
the figures; the normally Labour-support- 
ing Mirror responded with a screaming 
front-page: “Embarrassed, Mr 
Dobson? You should be bloody 
well ashamed.” Having harped 
on about waiting lists during 
their years in opposition, and 
having made them one of the 
main issues in last year’s election 
campaign, ministers know that 
they will be in hot water if they do 
not get the queues down soon, 
and keep them down. Imagine 
the next election campaign: the 
Tories revive their classic 1979 
“Labour isn’t working” posters— 
only instead of a long line of job- 
less, this time they feature a 
queue of patients. 

For all Mr Dobson’s deter- 
mination to fix the problem with 
a mixture of taskforces, threats 
and money, the omens do not 
look good. Throughout the 50- 
year history of the National 
Health Service, more money has 
been pumped in, yet the queues 
have got longer (see chart on next 
page). Despite repeated efforts to 
cut waiting lists, they have never 
fallen for more than five succes- 
sive quarters. 

But if the government is stuck 
with a public-relations problem, 
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it will have only itself to blame. For waiting 
lists are, in fact, a pretty crude indicator of 
how well the NHs is serving the public. The 
previous, Conservative government tried 
to point out that factors such as the amount 
of time spent waiting, and whether the 
most urgent cases were being treated 
swiftly, were far more important. 
Public-opinion surveys have shown 
that a queue is regarded as the least-worst 
way to deal with non-urgent cases given the 
finite resources of a publicly funded health 
service. Research by Richard Hamblin and 
others at the King’s Fund, a medical charity, 
has found that, despite the lengthening 
queue, the average wait has remained at 13- 
14 weeks since the 1960s. Despite this, Mr 
Dobson and Co insisted from the opposi- 
tion benches, and still do in government, 
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that the length of the queue matters. 

Given the great leaps in medical science 
since the NHS was created in 1948, the age- 
ing population and the public's rising 
expectations of an active, pain-free life, it is 
hardly surprising that waiting lists con- 
tinue to grow. Hip replacements, now a 
common operation, have been available 
only for about 20 years. Transplants and 
new cancer treatments mean that many 
who in the 1940s would have died young 
and left a good-looking corpse now live 
long enough for their bodies to wear out. 
The queue for eye surgery has risen by 140% 
in the past ten years, mainly because there 
are more elderly people needing cataracts 
removed. Huge numbers of people with in- 
juries and arthritis now have exploratory 
“keyhole” operations using high-tech in- 
struments, to see if they would benefit from 
more extensive surgery. Such patients thus 
join the waiting list twice. 

These trends are set to continue, so hos- 
pital queues may still rise even if, as was 
rumoured this week, the government plans 
to mark the NHs's 50th birthday in July by 
announcing a £6 billion ($9.7 billion) in- 
crease, phased over three years, in its £44 
billion annual budget. 

Past efforts to cut hospital queues have 
been based on the false assump- 
tion that they are a simple back- 
log, and that increasing the rate 
of treatments will eventually 
clear the backlog. What in fact 
happens is that the numbers of 
patients sent for their first hospi- 
tal appointment by their general 
practitioners, and the proportion 
of these put on to the waiting list 
for operations by hospital con- 
sultants, are both affected by the 
size of the waiting list itself. If the 
NHS gets more money to do oper- 
ations, the queues go down 
briefly; consultants find they 
have less reason to discourage pa- 
tients from opting for surgery, 
and put more on their lists; GPs 
react to the improved chance of 
surgery by sending more patients 
to hospital Hey presto, the 
queues lengthen again. 

Of course, there must be a 
limit to the number of people 
wanting operations. But this 
limit still looks far off. Some idea 
can be gained from the fact that 
hospital specialists see about 
7.5m people a year, about 60% of 
whom are operated on, following 
a spell on the waiting list. This 
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rate would only have to rise to around 75% 
to double the waiting list within a year. 
Despite the lessons of history, Mr Dob- 
son is optimistic that he can cut hospital 
queues by targeting any extra money that 
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comes his way better than his 
predecessors did. For instance, 
the £300m he got last October 
was used to tackle “bed- 
blocking” by elderly patients 
stuck in hospital because noth- 
ing had been done to help them 
cope with living at home. This 
seemed to avert a widely ex- 
pected winter crisis in the NHS. 
Though waiting lists have 
their merits as a form of ration- 
ing, the other obvious method 
is to restrict the availability of 
some treatments on the NHS, or 
—9 withdraw them entirely. Some 
"an! | health-care experts argue that 
| many minor operations such as 

tonsil removal are of dubious 

worth and should be stopped. While the 
waiting-list taskforces are looking at such 
matters, ministers doubt that they will lead 
to big savings. In other cases, from the re- 
moval of non-painful varicose veins to in- 


fertility treatments, it could be argued that 
they do not involve healing the sick and 
therefore the NHs should not cover them. 
Again, the taskforces are looking into this— 
but removing whole areas of treatment 
from the NHs would be very controversial. 
The alternative to such hard-and-fast ex- 
clusions is a system of priority points for 
operations, as was recently introduced in 
New Zealand. Patients get points for the ur- 
gency of their surgery, how badly their ail- 
ment is affecting their lives, and how long 
they have waited. Another idea is a formal 
system of booking operations on fixed 
dates. People might not feel so bad about 
waiting for treatment if they had a definite 
date for admission, and knew they were 
not being queue-jumped by less urgent 
cases. Such measures, now under consider- 
ation, might build public confidence in the 
NHS. If so, it would be easier for ministers to 
quietly drop the pretence that the length of 
the queue itself is the main indicator of 
how well the NHs is doing in their hands. 





The Tories and Europe 


Home truths from abroad 


FONTAINEBLEAU 


The Tories' internal battle over Europe is being won by William Hague 


HEN politicians want to ensure a 

splash at home, they give a speech 
abroad. Unusual locations mean better 
television pictures. And journalists (like 
your correspondent) jump at a foreign 
jaunt, and then hype the story to justify 
their expenses claims to doubtful editors. 

William Hague, the Conservative lead- 
er, understands this well. On May 19th, he 
spoke to students at INSEAD, a European 
business school he once attended, about 
the future of Europe. Despite competition 
from an Italian fashion show, his speech 
was a sell-out. And in Britain, as he had 
hoped, it made the front pages. 

The headlines, admittedly, were lurid. 
Some newspapers fastened on Mr Hague's 
warning that a failure of the single Euro- 
pean currency could provoke civil unrest. 
This, they said, showed that the Tory leader 
was a visceral anti-European. Mr Hague 
certainly spoke bluntly and at length about 
the dangers of political integration. But his 
speech quite deliberately contained plenty 
of warm words about Europe. He praised 
the role of the European Union in sustain- 
ing peace. He said little to criticise existing 
European institutions. He made no call, as 
some Eurosceptics would like, for Euro- 
pean powers to be returned to nation 
states. Even his warning that a single cur- 
rency could lead to Eu control of national 
tax and spending was supported by a quote 
from Hans Tietmeyer, the head of the 
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Bundesbank, saying exactly the same thing. 

The attacks on Mr Hague were predict- 
able, if strongly worded. Michael Heseltine, 
a former deputy prime minister and long- 
standing advocate of a single currency, ac- 
cused his leader of driving the Tory party 
off the political centre-ground. 

But few Tories echoed Mr Heseltine. 
Public dissent went little further than 
Kenneth Clarke, a former chancellor, and 





Peter Temple-Morris, an MP already denied 
the party whip for disloyalty. Mr Hague 
even gained unexpected support. Edward 
McMillan-Scott, leader of the Conservative 
MEPS and a noted Euro-enthusiast, went 
out of his way to praise Mr Hague's speech. 

Although Mr Heseltine may eventually 
stalk off into the sunset, the prospects of a 
true Tory split over Europe are receding. Be- 
fore last years general election, it was 
widely assumed that in opposition the 
Conservatives would disintegrate over Eu- 
rope. In fact, the losses so far have been lim- 
ited. Mr Temple-Morris has left the par- 
liamentary party and two members of the 
shadow ministerial team, David Curry and 
lan Taylor, have dropped out. But even 
Messrs Heseltine and Clarke obeyed the 
party whip to vote against ratifying the Am- 
sterdam treaty. And the horse-trading over 
the governorship of the European Central 
Bank has shaken a number of senior enthu- 
siasts' faith in the euro. 

Within the party, two potential Euro- 
pean battlegrounds remain. First, Mr 
Hague has pledged to ballot his members 
on whether to oppose the single currency at 
the next general election. But it is hard to 
see him being defeated. He controls the 
timing of the ballot. And loyalty to their 
leader is still the instinct of most Conserva- 
tive Party members. So it is unlikely that To- 
ries would vote down a policy to which 
their leader was personally committed. 

The other battleground is the selection 
of Conservative candidates for the Euro- 
pean parliament. Pro-European Tories are 
worried that they will not prosper in the cli- 
mate created by Mr Hague. But 
Eurosceptics are not feeling secure either. 
Some worry that the failure of Norman 
Lamont, a former chancellor, and Nicholas 
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Budgen, a well-known sceptic, to make an 
initial shortlist reflects a bias towards Euro- 
enthusiasts. Mr Hague himself is simply 
pleased that he has been able to set out his 
views before most candidates have been se- 
lected. Only brave aspirants will disagree 
with him. Provided he has their support, 
Mr Hague will not much care whether they 
call themselves sceptics or enthusiasts. 





Theft 
Sitting on 
the fence 


NTERESTED in à few videos that are go- 

ing cheap? How about a cut-price telly 
that “fell off the back ofa lorry”? Many oth- 
erwise law-abiding citizens, it seems, are 
perfectly willing to buy “hot” goods. More 
than 11% of those interviewed by the latest 
British Crime Survey, a bi-annual official 
survey of crime trends, admitted to having 
bought stolen goods in the past five years. 
The true figure is undoubtedly larger. 
Nearly 70% said that their neighbours had 
stolen goods in their houses, while almost 
half ofall males aged 16-24 claimed to have 
been offered “hot items”. 

This black market in crime is thought to 
be worth £1.5 billion ($2.4 billion) annually 
to those who steal and handle stolen goods. 
But how does this most entrepreneurial of 
markets work? A new Home Office study 
casts a long overdue light on what happens 
to stolen goods. Its author, Mike Sutton, 
who interviewed convicted thieves and 
fences, says the market is hierarchical but 
complex. 

Stolen jewellery is usually sold through 
jewellery shops, a favourite front for com- 
mercial fences. Car stereos are normally 
sold by teenage thieves to a residential 
fence, operating out ofa private home, who 
then sells them on through a network of ac- 
quaintances. Stolen goods such as food and 
clothes are peddled door to door by hawk- 
ers. They are often drug addicts who sustain 
their habit by shoplifting. 

Most stolen goods in mint condition 
are sold for about half their retail price. The 
usual rule is that the thief gets paid a third 
of the retail price, and the fence then sells it 
on adding a 50% margin. Many thieves are 
unhappy with this cut. One heroin addict, 
quoted by the study, complained: “I don't 
like this third business... I’m putting my 
liberty up here. I want more.” 

Jewellery and car thieves get even less. 
Commercial fences pay the going rate for 
scrap gold however valuable the finished 
jewellery is. Hot cars, regardless of age or 
make, are often sold to scrap yards, some- 
times for as little as £250, a fraction of their 
market value. 
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The hotter the goods, the less fences are 
keen to have them around. Police searching 
lock-up garages in London last year for an 
IRA cache of Semtex explosive stumbled 
across more than £1m worth of stolen 
goods stashed away. Mini-cabs often play a 
crucial role in transporting goods from one 
location to another. 

The study helps to explode a number of 
myths. Contrary to popular belief, few sto- 
len goods are sold at car boot sales. Nor are 
thieves too worried by anti-theft devices. 
Car stereos which have “anti-theft” codes 
are no problem. “You can get the codes 
taken off for a tenner. All they do is wipe the 
chip out”, said one teenage thief. Property 
marking also appears to have little deter- 
rent effect, although some fences insist that 
distinguishing marks are rubbed off before 
they will take the goods. 

The key lesson of the study is that as well 
as pursuing thieves, police ought to devote 





| 
. Don't be beastly to the zoo 


| ONDONS'S zoo has cause to celebrate. 

The birth ofa new Asian bear cub, the 
first to be born in Britain, will bring in 
the crowds this summer. The zoo, a ven- 
erable tourist attraction, could do with 
some good news. Six years ago, with the 
number of visitors declining and losses 
| mounting, it was on the brink of extinc- 
tion. At one point the zoo's council even 


voted to close it. 

Since then, the tide has been turned 
by cost cutting, which involved the firing 
of a third of the staff and many of its 
4,000 mammals, reptiles and amphibi- 
ans. Despite this, visitor numbers have 
increased by 6% a year to over a million. 

| The financial position remains ex- 
| tremely tight. A glance around its 19th- 
| century estate reveals many crumbling 
buildings in sore need of renovation. 
The zoo has done its best to counter mod- 
ern ambivalence about putting animals 
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more time to disrupting the market for sto- 
len goods. This is an idea that the police are 
planning to test in five Medway towns— 
Rochester, Chatham, Stroud, Gillingham 
and Rainham—this summer. The Kent re- 
search project plans to alter the risk-reward 
ratio of crime by concentrating police re- 
sources on targetting fences and persuad- 
ing retailers to take details of those who sell 
them goods they suspect may be stolen. 

At present pursuing fences is a low pri- 
ority for police. Securing convictions is dif- 
ficult and time-consuming and the way 
crime statistics are recorded encourages po- 
lice to prosecute simpler offences such as 
burglary. But taking a fence out of circula- 
tion can have a big impact on crime. One 
inmate of a Young Offenders Institution 
summed up the position with impeccable 
logic: “If there weren't these handlers, there 
wouldn’t be no burglars.” 





behind bars by stressing its role in con- 
servation, research and science. It em- 
ploys more than 50 full-time scientists, a 
corps of expertise which is unmatched 
anywhere in the world. Despite this, it 
gets only £1.6m in official grants, which 
covers barely a third of the amount it 
spends on conservation, genetic research 
and epidemiology. 

The zoo’s managers argue that it is 





treated shabbily compared with other | 


scientific institutions. The Natural His- 
tory Museum, for example, receives 
nearly 20 times as much. “Why shouldn't 
the government recognise that living 
species are just as important as the 
dead?" asks Richard Burge, the zoo's chief 
executive. "The challenge is to get back 
our reputation as a great national insti- 
tution.” Sir Stamford Raffles and Sir | 
Humphry Davy, the zoo's 19th century 
founders, would have approved. 
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Dear Worried of Westminster 


N° YOUR condition is not the least bit unusual. Sierra Le- how tolerant of their interference it will be. Tony would clearly 


one Fatigue (sLF) is shared by many people in Westminster 
and need not damage your career with New Labour. You are not 
the only member of Parliament to have lost track of who sold 
what weapons to Sierra Leone, whether and when Britain knew 
of any of this, and why or to whom any of it matters. Tony Blair 
himself is proud to have sLr. As he says, the details will come out 
in the whitewash (joke) and we already know that even if Robin 
Cook's Foreign Office cut a corner or two it was on the side of the 
angels, which is what matters in the end. 

sLF alone is unlikely to be responsible for all the feelings of 
confusion and powerlessness you describe in your letter. Such 
feelings are common among new 
MPS. After a year the novelty of the 
House wanes and it is natural to 
start to question the point of stay- 
ing late so many nights just to give 
Nick Brown the three-digit major- 
ity he and his fellow whips like at 
divisions. A strong government 
makes for a dull Parliament. This 
is a general rule of politics and not 
your fault at all. 

So why not take more interest 
in one or two of those select com- 
mittees Nick put you on? This will 
give you an enjoyable hobby and 
provide you with some special 
knowledge. You could make some 
new friends (even Tories are quite 
likeable in committee, and you 
will meet plenty of lobbyists). It 
may also reduce those feelings of 
powerlessness (remember how the 
Public Administration Committee 
made Derry "Wallpaper" Irvine 
squirm? And wasn't it fun to see 
the Foreign Office's top mandarin, 
the famously smooth Sir John 
Kerr, succumb to a bout of sLr-in- 
duced amnesia at the Foreign Af- 
fairs Committee last week?). 

More to the point, select com- 
mittees can help your career. Frank Field would not be a minis- 
ter today had he not made his parliamentary reputation as 
chairman of the Social Security Committee. If you rise to chair- 
man you can in theory become a minister without being a par- 
liamentary private secretary first. The trouble is that you can 
only make your name by speaking out, and this requires striking 
the right balance. As Diane Abbott says, supine obedience to the 
government will not get you noticed: she is right that too many 
new MPs "would walk through a brick wall if that is what the 
message on their pagers told them to do". But Diane sticks her 
neck out too far. Eight years on the Treasury Committee did not 
save her from being slung off when her own party won the last 
election. She was put on the Foreign Affairs Committee, but only 
because the whips hoped she would spend her time travelling. 

Before you decide whether it is more politic to demonstrate a 
proper loyalty to Labour or a proper independence of mind, 
watch the behaviour of the government over Sierra Leone. This is 
the first Labour administration to take office since the introduc- 
tion of the select committees two decades ago, and it is not clear 
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love the whole House to contract a case of terminal str. But the 
hapless chairman of the Foreign Affairs Committee, Donald An- 
derson, cannot oblige. He keeps accepting invitations to appear 
on Newsnight, only to find that no government minister has 
turned up in support. How does the poor devil decide whether 
he is supposed to defend his government or insist stoutly on his 
committee's right to see those wretched telegrams from Sierra 
Leone? It cannot help to have Diane breathing down his neck. 

Some chairmen, such as Gerald Kaufman (culture, media 
and sport) and Chris Mullin (home affairs) have hit on a good 
wheeze. Grand Inquisitors by temperament, they have found it 
wise to pick safe targets: not often 
officials or ministers but, for exam- 
ple, the managers of the Royal Op- 
era House (Kaufman) and the poor 
old Freemasons (Mullin). 

Rhodri Morgan probably 
made a mistake by ordering 
Alastair Campbell to appear be- 
fore his Public Administration 
Committee to explain the Blair- 
Murdoch relationship and other 
murky topics. Tony does not see 
why his top spin doctor should be 
trashed in public by his own party. 
But at least Rhodri has invented a 
soundbite that explains why this 
would not be disloyal. The job of 
his committee, he now says 
gamely, is not to drag a minister or 
official off the tightrope but “to 
shove him back on if he looks as if 
he is likely to fall”. | 

Giles Radice's Treasury Com- 
mittee is flexing its muscles “con- 
structively”, as they like to say. The 
government was not overjoyed 
when the committee said that 
Scotland got more than its fair 
share of tax money, or that joining 
the euro was a rather more compli- 
cated matter than the chancellor 
likes to make out. And it was clever of Giles to summon all the 
members of the Bank of England's Monetary Policy Committee 
for "confirmation" hearings next month, even though his com- 
mittee's formal power is merely to summon and not to confirm. 
But then Giles does not expect promotion anyway. 

There are some older parliamentarians who have bees in 
their bonnets about checks and balances and who say that com- 
mittee chairmanship should be looked upon as a useful career 
in itself. But they get no extra money for being chairmen and you 
are still too young to give up hopes ofa proper job. If you want to 
stand out from the crowd, the committee is not a bad place to do 
so. You will never be Jesse Helms—the American system is differ- 
ent—but good committee work performed with the appropriate 
mixture of independence and sycophancy can still impress the 
whips. And how else to do it? Rhodri himself admits that he has 
been surprised by the media attention the committees have at- 
tracted over the past six months, and that there are two theories 
about this. One is that they are doing their job better. The other is 
that "absolutely sod all is going on on the floor of the House". 
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Sixth Roundtable with the Government of the Republic of Korea 





Seoul, June 22-24, 1998 


J oin President Kim Dae-Jung, his ministers and senior business figures at this 
unique 3-day event — your opportunity to impact policy and help 
formulate a more favourable business environment in Korea. 


Emerging from its worst economic crisis since the Korean War, South Korea is now beginning 
its arduous task of recovery, under new leadership. The first elected opposition president, Mr Kim 
Dae-Jung, appears committed to carrying through a restructuring that will transform the business 
environment in Korea, likely to result in a more favourable investment climate for foreign firms. 


Through its unique interactive format, this Roundtable allows you to get to the heart of the issues 
facing your Korea business — a must for anyone operating in Korea today. 


e Business and government leaders primed for dialogue not speech-giving 
e Extensive floor discussions » Focused workshops * A size conducive to asking probing questions 


In association with: Sponsored by: Official public relations partner: 
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The Enterprise Storage Company 
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Please return by fax or mail to: 
Emma Worthington, Senior Manager, Conferences, The Economist Conferences, 


25/F Dah Sing Financial Centre, 108 Gloucester Road, Wanchai, Hong Kong The Economist 
Tel: (852) 2585 3844 Fax: (852) 2802 7669/7660 Email: emmaworthington(eru.com Conferences 





For telephone enquiries, please contact: 
Emma Worthington on (852) 2585 3844, David Satterwhite on (81) 3 3289 5633 or Anthony Michell on (82) 2 335 7854 CGM 





'etails of this and other upcoming events may be found by visiting our website: http://www.economistconferences.com 
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VIEWPOINT 


Commerzbank’s focus on German 
and European economic issues 5/98 


Euroland: higher 
interest rates and a 
lower dollar 





Now that the debate on whether European monetary 
union will start on schedule and which countries will 
participate is over, central bankers, economists and 
investors in the financial markets will have to start think- 
ing in terms of a new entity: Euroland. Initially, it will 
exist only in the form of the aggregate economic data 
for the member countries. But these averages will con- 
ceal some marked differences, not only in growth and 
unemployment rates but also with respect to per capita 
income. Due to the great weight of Germany, France 
and Italy in the new currency area, however, where 
they will account for three-quarters of aggregate GDP, 
their economic performance will be crucial for Euroland 
and its monetary policy as set by the European Central 


Bank (ECB). 


International presence: 
Almaty, Amsterdam, 
Antwerp, Atlanta, Bangkok, 
Barcelona, Beijing, Beirut, 


Bratislava, Brussels, Bucharest. 


Budapest, Buenos Aires, Cairo, 
Caracas, Casablanca, Chicago, 
Copenhagen, Dublin, Geneva, 
Gibraltar, Grand Cayman, 
Hong Kong, Istanbul, Jakarta, 
Johannesburg, Kiev, Labuan, 
London, Los Angeles, 
Luxembourg, Madrid, Manama, 
Mexico, City, Milan, Minsk, 
Moscow, Mumbai, New York, 
Novosibirsk, Osaka, Paris, 
Prague, Rio de Janeiro, 

Sio Paulo, Seoul, Shanghai, 
Singapore, St. Petersburg, 
Sydney, Taipei, Tehran, Tokyo, 
Toronto, Warsaw, Zurich. 


IN THE REALM of monetary policy, 
and certainly in the financial 
markets, the transition from a 
national to a Euroland perspec- 
tive will be very swift. There will 
be one money-market rate, one 
money supply and one dollar 
exchange rate, and inflation and 
the current account as well will 
also be seen primarily in Euro- 
land terms right from the outset. 
And as far as long-term interest 


rates are concerned, we expect 
only very slight differences 
between comparable issues of 
Emu governments’ bonds. 


OVER THE PAST few years, mon- 
etary developments in Germany 
have been more important for 
Europe than the country's eco- 
nomic weight would suggest. 
Germany was the benchmark 
economy where Continental 
Europe's monetary policy was 
shaped. The interest rate on Ger- 
man government bonds strongly 
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Germany are responsible for this. 
Construction is passing through 
a phase of structural adjustment 
and this has caused investment 
to shrink in real terms since 
1996. Moreover, private con- 
sumption has been hit by a com- 
bination of severe job-shedding 
as well as rising taxes and social- 
security contributions, against 
the background of low pay 
increases. For another thing, 
after years of hefty deficits, 
Germany's current account is 
now just back in balance. Euro- 


Euroland's recovery is more advanced 
Real GDP and domestic demand, percentage change on year 
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* Euroland: GDP 
er Germany: GDP 





influenced interest-rate levels 
elsewhere in the EU and the 
DM/dollar exchange rate deter- 
mined the external value of the 
other currencies. At first glance, 
things seem quite different in 
Euroland. Indeed, only two of 
the ECB governing council's 16 
members will be German. But 
the ECB's monetary policy will 
have to be attuned to the eco- 
nomic performance of Euroland 
as a whole, and Germany will 
contribute a third of the euro 
zone's GDP, 


Do any marked differences 
exist between Germany's current 
economic performance and that 
of Euroland as a whole? Two fac- 
tors are important here and they 
could be significant for the devel- 
opment of interest and exchange 
rates after the euro is launched. 
For one thing, growth of domes- 
tic demand in Germany is cur- 
rently lower than in Euroland. 
Two features of the situation in 
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land, however, has a very high 
surplus of over $100 billion. 


Two CONCLUSIONS are suggest- 
ed by the switch from the Ger- 
man to the Euroland perspective. 
Given the widening current- 
account deficit in the U.S., the 
fact that the new currency area 
will start out with a large sur- 
plus indicates that the euro may 
well be strong against the dollar 
during the initial phase after its 
introduction. Furthermore, since 
Euroland is at a more advanced 
stage of the economic cycle than 
Germany, money-market rates 
in Germany need to be raised 
somewhat. 


For more information about 
Commerzbank's broad scope of 
research capabilities and finan- 
cial services, just contact the 
bank's head office in Frankfurt. 
Fax +49 69 13 6-29805 
http://www.commerzbank.com 
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Size does matter 


NEW YORK 


Why is Seagram buying PolyGram? Because America’s media business is di- 
viding into those who have all the right bits and those who haven't. Those who 


haven’t are worried 


OONER or later you will hear about 

Flic. Flic is an ant, the hero of “A Bug’s 
Life,” a computer-animated film that will 
be Disney’s big pre-Christmas release. Flic 
will be advertised to the 4m-or-so people 
visiting Disney’s new $800m theme park, 
Animal Kingdom, before the feature comes 
out, through a short film, “It's Tough to be a 
Bug." And before the Animal Kingdom was 
opened, the park was promoted through 
Disney's television network, ABC, which is 
watched by 20m people at peak time. 

If “A Bug's Life" works, it will follow the 
same path as "The Lion King". That film 
was released in 51 countries, and 186 items 
of merchandise (dolls, t-shirts, pencil cases) 
were produced. A year later, the film was 
turned into a Broadway show (see page 85). 
At theend ofthe show, the only way out was 
through a shop selling those knick-knacks. 

This is the model of the new media 
business. "These companies no longer 
make films or books," says Chris Dixon, an 
analyst at PaineWebber in New York. "They 
make brands." The brand is a lump of con- 
tent—such as News Corp's "The x-Files", 
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Time Warners "Batman" or Viacom's 
"Rugrats"—which can be exploited through 
film, broadcast and cable television, pub- 
lishing, theme parks, music, the Internet 
and merchandising. 

Such a strategy is not so much vertical 
or horizontal integration, but a wheel, with 
the brand at the hub and each of the spokes 
a means of exploiting it. Exploitation pro- 
duces both a stream of revenue and further 
strengthens the brand. Thus when Viacom 
licenses Rugrats toothpaste and Rugrats 
macaroni cheese, it both makes money and 
promotes the direct-to-video movie 
launched last year and the full-blown ani- 
mation feature due out later this year. 

An entertainment brand can generate 
huge revenues. In 1997, $25 billion of Dis- 
ney merchandise was sold—twice the 
global sales of Toys ‘R’ Us. Pooh Bear alone 
generated $4 billion. And this stuff is highly 
profitable: desperate parents will pay a for- 
tune for the must-have toy at Christmas. 

America’s biggest media companies 
have been building these wheels of fortune 
for most of the past decade. Of the six big 


firms, News Corp, Time Warner, Disney 
and Viacom have assembled the necessary 
pieces. Sony, with only films and music, 
has not; and Seagram is struggling—hence 
the grab at PolyGram, a record company 
with a film library which will either be 
folded into Seagram’s Universal, or, under 
pressure from EU regulators, be sold to 
some other firm, such as France's Canal+. 

Seagram's weakest link, however, is tele- 
vision—which explains a deal its chief exec- 
utive, Edgar Bronfman, did last year with 
Barry Diller, one of Hollywood's great mo- 
guls. Mr Diller took Seagram's television as- 
sets, merged them with his own, and gave 
Seagram 45%, with a promise eventually to 
give back the whole caboodle. Still, com- 
pared with Disney’s ABC or Viacom’s mas- 
sive cable assets, this is small potatoes. 

The government has encouraged this 
consolidation by liberalising the laws on 
who can own what. The fragmentation of 
audiences has created opportunities in ca- 
ble and the Internet. Together they have 
pushed media companies into empire- 
building. It has been a long and expensive 
process. News Corp nearly went bust and 
the other big media companies were long 
out of favour with investors because of their 
heavy spending and their debt. 

But the strategy is at last paying off. Mr 
Dixon observes that the returns on capital 
in the better companies are now healthy: 
Time Warner, he calculates, made a 39% re- 
turn before interest and tax in 1997. Inves- 
tors are also now approving: media shares 
are roaring ahead (see chart on next page). 
And several flush media companies are 
buying back shares and repaying debt. 

Watching all this, the company that 
should worry most is Sony. Sony was badly 
bitten by its Hollywood investments in the 
1980s when it bought Columbia and lost a 
lot of money. Since then, it has shown little 
enthusiasm for expanding into other areas 
of media; but Howard Stringer, its boss in 
America, publicly regrets the company’s 
lack of distribution. 

Sony’s management structure may also 
be a problem. The new media model works 
best if different divisions co-operate. Dis- 
ney has “synergy managers” whose job it is 
to work out how their division can add 
value to others, and others to theirs. Sony, 
by contrast, runs its film production from 
Tokyo and its cinemas and shops from its 
“second headquarters” in New York. 

That may help explain why Sony failed 
to make much of “Men in Black”, last year’s 
hit, which took more money on its first 
weekend than any other film, save the long- 
awaited sequels to “Batman” and “Jurassic 
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Park". If Disney had made the film, there 
would have been wall-to-wall “Men in 
Black” cartoons on cable and every eight- 
year-old’s bedroom would be knee-deep in 
aliens and small plastic dolls with dark 
glasses. “Men in Black” did not do badly, 
taking around $600m in cinema tickets 
and videos. But “The Lion King” took more 
than $1.2 billion, and people spent a fur- 
ther $3 billion on toys. Sony is determined 
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“Figures calculated prior to acquisition of Turner Broadcasting 


to make a better fist of “Godzilla”, a mon- 
ster-movie released in America this week 
with monstrous fanfare. 

Those who get left out may find it hard 
to get back in. As media ownership is con- 
centrated in fewer hands (see chart), so the 
business becomes harder to break into. The 
main obstacle is not so much the cost of cre- 
ating content but of putting together the 
distribution. What's more, the media giants 


rely not only on their own resources, but 
also on promotional deals—such as Dis- 
ney’s links with McDonald’s and Mattel. 
Only firms big enough to boost their own 
products qualify for such alliances. 


The cameras roll 


What might stop the big wheels of the me- 
dia business? Weak links, for a start. A bad 
business does not improve just because it is 
plugged into a good model. Thus, despite 
Disney’s programming, the ABC network 
remains a dog. Uppity talent is also a dan- 
ger, as stars demand more of the profits: 
media firms are therefore buying talent 
outright (hence News Corp’s purchase of 
the LA Dodgers baseball team) and using 
more star-free animation. 

The biggest worry is creative. That 1s 
Time Warners current problem. Warner 
Bros, its film-production arm, has brought 
out a series of duds, such as "Fathers Day” 
with Robin Williams, and “Mad City" with 
Dustin Hoffman and John Travolta. Even 
"Batman and Robin" was a bit of a flop. 
Sony, by contrast, has produced a long se- 
ries of hits. But when the big wheels get it 


i Fr stable). “What we've been trying to do,” 
Ed ucati ng Pea rson says Mrs Scardino, “is figure out whether 


HEN Marjorie Scardino, chief ex- 
ecutive of Pearson, the British me- 
dia conglomerate that owns 50% of The 
Economist, won the bidding for the non- 
consumer parts of Simon & Schuster this 
| week, Pearson’s share price leapt. The $4.6 
| billion purchase, in partnership with an 
| American buy-out firm that will probably 
| take $1 billion-worth of sas's divisions, 
will make Pearson the biggest educa- 
tional publisher in the world. But the deal 
is also interesting because, along with 
some quiet internal restructuring, it sug- 
gests that Pearson is being redirected 
away from entertainment, towards in- 
formation and education. 
Mrs Scardino inherited a muddle of a 
company when she joined it in early 1997 
from The Economist. Pearson had, in four 
years, spent £2 billion ($3.1 billion) buy- 
ing bits and pieces with little to show for 
| it The idea had seemed to be that Pearson 
| should replicate the model of the big 

American media companies: hence, for 
instance, Pearson New Entertainment 
(PNE), a start-up with electronic publish- 
| ing, video and magazines. 

In her first year, Mrs Scardino has ti- 
died the firm up, getting rid of invest- 
ments that were loss-making, passive or 
in markets dominated by others. She has 
sold Mindscape, a software disaster, as 
well as a legal publisher and stakes in the 
Société Européenne des Satellites and 





also, quietly, dismantling PNE. 

She has made some big investments, 
too. Last year, she bought All American 
Communications, an American televi- 
sion-production company, making Pear- 
son the biggest independent television 
producer in the world. She announced a 
£100m plan to expand the Financial 
Times’s business in America. And now 
she has got Simon & Schuster. 

With Pearson sharper and tidier, its 
problem has become clearer: in addition 
to oddities such as the Madame Tussauds 
waxworks, it has four main businesses 
with little in common: consumer pub- 
lishing (Penguin Putnam), Tv production 
(Thames, Grundy and All American), edu- 
cational publishing (Addison Wesley 
Longman and s&s) and information (the 
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there is any connection between them.” 
Some synergies are showing up, she says: 
the Fr and Addison Wesley Longman, for 
instance, are making a joint push in man- 
agement education. But Pearson is still a 
conglomerate—the sort of firm that, Mrs 
Scardino’s charms aside, the stockmarket 
does not like. 

Pearson needs focus. Education and 
information look the best bets. “Educa- 
tion is a brilliant business,” says Mrs 
Scardino. “In every bit of the world, more 
people are being educated, and there is 
more private-sector interest in the busi- 
ness.” The FT, too, is earmarked for further 
investment. Consumer publishing is a 
low-growth, low-margin business, but 
Pearson is probably stuck with Penguin 
Putnam because Bertelsmann, the only 
likely prospective purchaser, just bought 
Random House. 

Television looks the best candidate 
for disposal. Tv production benefits from 
being tied in with distribution, which 
Pearson does not have. Insiders speculate 
that the point of buying All American— 
which makes “Baywatch” and “The Price 
is Right"—was to build television to sell it. 
Greg Dyke, who runs Pearson TV, sug- 
gested a management buy-out last year, 
and was rebuffed; but the idea may have 
been revived. This, says a Pearson em- 
ployee, may explain why the famously 
irascible Mr Dyke, who has in the past 
been public in his hostility to Mrs 


| TVB, a Hong Kong broadcaster. And she is Scardino, *has gone quiet and happy". 
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Pure Scandinavian. 





Scandinavians are not generally known for boasting about 
their exploits, but in this case we'd like to make an exception. 
In a ballot of 19,000 frequent-flyers worldwide arranged 

by Insider Flyer magazine, SAS EuroBonus was named as 
Best Intemational Airline Program for the second consecutive 
year. We also received awards as the International Program 
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So you're looking 

for the airline with 

the best international 
frequent-flyer program. 
Who cares? 


We do. 





with the Best Customer Service, the Best Elite-level Program 
(EuroBonus Gold), the Best Newsletter and the Best Web Site. 

You can also earn points with our Star Alliance airline partners, 
with Radisson SAS hotels worldwide, and with Avis and Hertz. In 
all modesty, the frequent-flyers who gave us awards are perfectly 
right - SAS EuroBonus makes flying more worthwhile. 


We care for you all the way to Europe, and back. For more information, visit us at www.sas.se or call Bangkok 260-0444, IAS 


Beijing 6518-3738, Delhi 335-2299, Hong Kong 2865-1370, Singapore 235-8211, Sydney 9299-9800, Tokyo 3503-8101. SCANDINAVIAN AIRLINES 
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right, they have a better chance than do 
firms without their spokes in place. 

Aside from the inevitable hazards of a 
business that depends on creative genius, 
the future looks good. Leisure spending 
continues to grow faster than the economy 
as a whole; so does spending on advertis- 
ing. Deregulation has made building me- 
dia mega-businesses easier than before. Just 
think: movie studios were once banned 
from owning cinemas, and now media 
businesses are integrated vertically, hori- 
zontally, in every direction imaginable. 

Abroad, though, it is a different matter. 
News Corp is the only big media firm to 
have pursued this strategy globally. Mr 
Murdoch’s internationalism has enjoyed 
some successes. “The x-Files”, for instance, 
has been a hit in Britain and Japan thanks 
to his strength in those markets. “The Full 
Monty” came out of Fox’s contacts with the 
British film business. 

But outside America the climate can be 
harsh. Governments are wary of foreigners 
owning their media. In Europe, the biggest 
market outside America, big media firms 
have to deal with Eu-wide, as well as na- 
tional, regulators. As both Mr Murdoch and 
Bertelsmann, Europe’s media giant, are 
finding, the Eu’s regulators are in interfer- 
ing mood. It may look as though America’s 
media companies are on the road to global 
domination; but there are one or two pot- 
holes in their way. 





Oil in Italy 
Greasing palms 


TRAMUTOLA 


ISCOVERING a bountiful oilfield 

could only delight managers at ENI, 
Italy's energy giant, you might think. But 
the huge reserves found in the Basilicata re- 
gion of southern Italy are causing the firm 
some difficulty. ENI is being privatised, 
and therefore faces a dilemma: how to 
strike a balance between making money 
and keeping politicians happy. 

Italy's hydrocarbon resources had been 
thought to be negligible until now. There is 
gas in the Po Valley and in the offshore 
Adriatic. But it turns out that the 30 villages 
of the Val d'Agri, the upper part of a river 
valley running into the Italian instep, are 
sitting on one ofthe biggest oilfields discov- 
ered anywhere in the world during the past 
five years. The oilfields contain proven re- 
serves of 900m barrels; their oil is of high 
quality and worth at least $13 billion even 
at today's (low) prices. 

Moreover, Enterprise Oil, a British firm, 
says that the field is enormous even by the 
standards of the North Sea. There could be 
as much as 20 billion barrels of oil beneath 
Italy's southern Apennines. Geology in the 
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region is complex; finding oil and extract- 
ing it from 4,000 metres down has been 
possible only thanks to enormous techno- 
logical advances in exploration and devel- 
opment during the 1980s and 1990s. 
Locals in Viggiano, Villa d'Agri, and 
Tramutola, three mountain villages where 
much of the action is centred, are adamant 
that some of the oil revenues should be 
used to help develop their economy. Much 
has changed since Carlo Levi wrote “Christ 
Stopped at Eboli” (after the Fascist authori- 
ties in the 1930s required him to live in 
Aliano, another village in the valley). Never- 
theless, Basilicata remains one of Italy’s 
poorest regions—too poor even to attract 
the Mafia. Unemployment stands at about 
30% in the Val d’Agri. Public-sector jobs, 
state hand-outs and pensions are the main 
sources of income for most households. 
The regional authorities are responsible 
for issuing permits to allow the oilfield's 
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development. They want ENI 
and its partners, including 
Enterprise Oil, to provide 
3,000 new jobs through an in- 
vestment programme of at 
least 1 trillion lire ($571m). 
"Villagers expect jobs, jobs 
and more jobs,” insists 
Vittorio Prinzi, who is the 
mayor of Viggiano, one of the 
valley's larger villages. 

In this respect, the direct 
effects of ENI's oil develop- 
ment are likely to disappoint. 
There will be employment for 
about 1,000 while wells are 
drilled, an oil-collection cen- 
tre built and a pipeline laid to 
a refinery at Taranto. ENI ad- 
mits, however, that when the 
work is completed in 2001, ex- 
tracting oil from the Val d'Agri 
will give jobs to 150 people at most. 

Five years ago, before Italian privatisa- 
tions started, the solution would have been 
simple. Then ENI, which also makes chemi- 
cals, would have built a chemicals or fibres 
plant to satisfy the locals. But in recent 
years the Treasury has been selling tranches 
of shares in EN1, and though it still has a 
controlling stake in the firm, it hopes to sell 
more shares soon. Today's institutional in- 
vestors would be upset if EN1 were to lapse 
into its old ways. 

"ENI cannot commit itself to creating 
new opportunities," warns Luciano Sgub- 
ini, the firm's chief operating officer. 
Clearly, EN1 would like to shake off its im- 
age as a job-creating state bureaucracy. The 
local government will be able to wangle a 
share of the royalty that EN1 and its part- 
ners must pay for the right to produce the 
oil. But this is unlikely to produce the jobs 
that the people ofthe Val d'Agri are seeking. 





SGS-Thomson 


Chinese torture 


SHENZHEN 


SGS-Thomson had high hopes when it agreed to set up one of the largest for- 


eign semiconductor factories in China. This is what 


HERE will be proud smiles next month, 

as the bosses of scs-Thomson, a Franco- 
Italian electronics firm, officially open 
their first factory in China. With its state-of- 
the-art equipment for testing and packag- 
ing semiconductors, the $110m facility 
looks a paragon ofco-operation with the lo- 
cals. The reality is less flattering. The factory 
now runs reasonably well and may even 
make money this year, but the project has at 
times been a nightmare. 

Tosetupa shopin China a foreign com- 
pany usually needs a Chinese partner, typi- 


happened 


cally a state-owned enterprise. In this case, 
the designated partner was Shenzhen SEG 
High-Tech Industrial Company, part of the 
government's Shenzhen Electronics Group. 
The bickering started within sGs-Thomson 
(which is in the process of changing its 
name to srMicroelectronics). Its manufac- 
turing experts, with Malaysian and Singa- 
porean factories under their belt, thought 
partnership would prove a nuisance. To 
succeed in the fast-moving chip industry, 
factories must be nimble. This requires one 
firm hand on the tiller, argued sGs-Thom- 
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son's production chiefs. A partner, espe- 
cially one owned by the government, 
would only hold the factory back. 

Starting with its chief executive, 
Pasquale Pistorio, the marketers within the 
company saw things differently. They 
thought the disadvantages would be out- 
weighed by having a partner who knew the 
domestic industry and had political con- 
nections to cut through the inevitable red 
tape. The marketers won the day, although 
bad blood from the battle continued to 
stain the project, leaving local managers 
with the sense that some in the company 
privately wanted the factory to fail. 

The sceptics soon had plenty of ammu- 
nition. The Chinese partner was given the 
task of finding the land and a contractor to 
build the factory. It found a plot in a new 
industrial park to the west of Shenzhen that 
had been created by piling rock into a 
marsh that was a refuge for endangered mi- 
grating birds and had been designated a 
protected nature reserve. It also signed up 
CEEDI, à state-owned construction com- 
pany with experience that included, its en- 
gineers bragged, building part of Saddam 
Hussein's secret underground bunker and 
transportation system. An independent re- 
port by a Singaporean engineering firm 
raised questions about the stability of the 
newly created ground, but construction 
went ahead in January, 1995. 


That sinking feeling 

Building chip factories is not rocket sci- 
ence. Concrete and steel floors are “hung” 
from supporting pillars that have been 
sunk into bedrock to create a stable, vibra- 
tion-resistant platform. The firm planned 
to open a line on the ground floor first, then 
nearly identical lines above it, as demand 
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increased. To save money, the contractor, 
with sGs-Thomson’s permission, laid the 
ground floor on the earth, rather than sus- 
pending it from the pilings. Within months 
cracks were appearing in the walls and the 
ground was sinking into the swamp at a 
rate of several inches a year. The govern- 
ment’s soil survey, upon which the contrac- 
tor had relied, was less than accurate. Work 
continued until the floors, too, began to 
crack and the utility pipes bent. 

Fearing a fiasco, scs- Thomson brought 
an engineer, Giacomo Beretta, out of retire- 
ment in Milan and sent him to Shenzhen. 
He ordered the floors torn up and “micro- 
pilings" sunk to shore up the structure. The 
cost (which was the contractor's liability) 
was $3m for the extra work and, worse, a 
year's delay (including the salaries of work- 
ers in training) The contractor complained 
that it could not afford this, so sEG, the Chi- 
nese partner, convinced scs-Thomson to 
put up à third of the money as a gesture of 
"goodwill" (some extras were built as part 
of the bargain). Managers noticed that ev- 
ery time the venture made a payment to the 
contractor, a new car or two appeared in 
SEG’s fleet. Was it taking kickbacks? “To be 
honest, I don't care,” says Renato Sirtori, 
sGs-Thomson's vice-president for the re- 
gion: "The price was good and in the end 
we got the factory we wanted." 

There was another cost. The Chinese 
workers, who had been sent to Malaysia for 
training and then put to work there while 
the factory was being repaired, grew accus- 
tomed to high Malaysian salaries. When 
they returned and learned they would be 
paid only half as much, they staged a one- 
day strike. It was the first strike in the spe- 
cial economic zone, and an embarrass- 
ment to the government, which had hoped 
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to attract foreign investment to the zone by 
making worker unrest illegal. In the end the 
realities of being Chinese were explained to 
the strikers, who returned to work. But the 
message was clear: Shenzhen is no place to 
find cheap labour. 

The relatively high salaries and a gov- 
ernment requirement that the joint ven- 
ture house and feed its 600 workers 
brought the labour cost at the plant to some 
$1.40 an hour. That is surprisingly close to 
the $2.20 an hour scs-Thomson pays its 
workers in the plant in Malaysia, and is 
more than twice as much as workers get 
elsewhere in Guangdong province around 
Shenzhen (it is also nearly 30% more than 
sGs- Thomson had planned). Add the other 
costs of working in China, such as inexperi- 
enced workers and the price of electricity, 
and the unit cost for chips coming out of 
the Shenzhen plant is about 10% higher 
than the cost at its Malaysian counterpart. 

By 1996 morale was at rock bottom and 
the partners did not trust each other. The 
assistant controller, an SEG representative, 
was meant to keep an eye on the scs-Thom- 
son controller. One of the accountants on 
his staff was secretly meant to keep an eye 
on him. A potential recruit spotted an iden- 
tification card from the state security appa- 
ratus in the assistant's open purse. After two 
frustrating years, the controller himself, an 
American, gave up and went home. An sGs- 
Thomson facility manager collapsed in 
tears in an acrimonious meeting with 
CEEDI and was repatriated to Malaysia. 
And the search for a replacement for the 
first general manager, a former Singapor- 
ean bureaucrat, took nearly a year. 

"Vendors were ripping us off, the gov- 
ernment was robbing us blind, key employ- 
ees were on the take," says one former man- 
ager. "Some days it seemed the whole 
world was against us" The venture has 
partly confirmed the fears of scs-Thom- 
son's manufacturing experts that such joint 
ventures could not swiftly seize market 
opportunities. When scs-Thomson wanted 
to expand the factory by adding a few more 
chip types, SEG had to get approval from its 
main shareholder, the local government 
authority, which took months. 

"We have had hiccups, there's no way 
around it," says Mr Sirtori. But he argues 
that the problems have brought the part- 
ners closer together, and that the "good- 
will" payments worked. For example, he 
says, SEG initially demanded that a joint 
committee buy equipment after seeking 
bids, rather than just taking scs-Thomson's 
advice. But after scs-Thomson's equip- 
ment proved consistently good value, the 
committee disbanded itself. 

Still, it is unclear whether the Shenzhen 
experiment will prove a success. “We have 
not forgotten", says Mr Sirtori, “that 100km 
from here [in Guangdong province] the 
costs are 40% less.” The roads may not be up 
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1T SOUNDS like a. ‘ie station, but 

A wwypis the latest craze to grip America's 
: incteasingly influential Christian consum- 
ers. Bracelets inscribed “wwyp?”—What 
- Would Jesus Do?—are all the rage. So are 
a Tales, videos starring vegetables that 
cheery Christian messages. 
e's God When I’m S-scared?" features 
a cucumber and a tomato. Just launched in 
stores such as Wal-Mart, Target and Kmart, 
merica's second most popular non- 
ie children's video (after Sesame 
(ts "Elmo Palooza"). 
Religion has always sold well: Chau- 
rs Pardoner made a career hawking fake 
lics to pilgrims. More recently, Christian 
"products have been supplied largely by 
-family-run stores in business more for love 
.than profit. But the segment is being born 
"again. Secular companies see potential in 
the Christian market and retailers respond 
by becoming better organised. 
-C Underlying it all is a recent surge in 
ch retailing. CBA (once known as the 
Christian Booksellers’ Association), repre- 
senting 7096 of America's 3,500 Christian 
tailers, estimates that Christian merchan- 
dise worth $3 billion is sold in America 
ich year. The number of Christian stores 
ith turnover of at least $1m has nearly 
uadrupled since 1989. Last year Christian 
on was the fastest-growing genre in 
Y erica. Modern Christian music is bigger 
_ than jazz and classical. Bill Anderson, pres- 
ident of cpa, believes sales of Christian 
ee products will double in the next five years. 
This growth is being driven partly by 
: church-goers’ increased spending power. 
_ CBA says the average Christian shopper is a 
. well-educated Caucasian, aged 30 to 49, 
- with net income of more than $40,000. 
_ Also, spiritualism and the search for mean- 
| ing are in vogue. Les Dietzman, of Family 
_ Christian Stores, the largest Christian re- 
_ tailer with 270 shops in 35 states, claims the 
approaching millennium is prompting 
. people to reassess their beliefs, and hence 
_ their Christian-product requirements. 
-Phil Vischer, the ceo of Big Idea, which 
Yakes VeggieTales, says that ageing baby- 
ers are “hungry for ways to teach val- 
their kids that are fun, not sappy”. In 
e and the Giant Pickle”, a modern ver- 

d Goliath, peas hurl abuse 
, hose: ranks contain a host 













































of gourds. The Grapes of Wrath teach Jr. 
Asparagus how to rub along with fruit. 

Secular companies have spotted the po- 
tential. Wal-Mart is devoting more shelf 
space to religious products. Seven out often 
religious books are sold by chains such as 
Barnes & Noble. Christian music labels are 
being bought by media giants. Gaylord 
Entertainment, Zomba Music and EMI 
have between them bought seven Christian 
labels since 1994. As a result, a handful of 
such artists are finding mainstream suc- 
cess. Bob Carlisle's album "Butterfly Kisses" 
was the first by a modern Christian artist to 
reach Billboard's Top 200. 

Now Christian retailers are responding. 
Many independents have joined buying 
groups, such as the Parable Group and the 
Munce Marketing, to give their marketing 
and purchasing more weight. And consoli- 
dation is under way. America's biggest 
chain, Family Christian Stores, this month 
bought the second-biggest, Joshua's. Mr 
Dietzman, its CEO, is a former Wal-Mart ex- 
ecutive and says that since most indepen- 
dents are run as ministries with little retail 
pizzazz, there i is scope for the big firms to 





TOKYO 


RE ETAILERS in Japan have never had 
itso bad, but you wouldn't think so 
from the way wine is selling. Depart- 
ment stores, supermarkets and wine 
shops cannot keep the stuff on the shelf. 
Mercian, one of Japan's three-biggest 
wine suppliers, saw sales leap by 150% 
year-on-year in January. Rivals Suntory 
and Sapporo enjoyed similar surges. All 
told, Japanese wine makers and import- 
ers expect sales this year to be up at least 
40% on 1997. Why the thirst? 

Blame it on Fuji Television's Aru Aru 
Daijiten ("Let's Find Out") Last year this 
weekly programme devoted an entire 
show to the virtues of wine—and in par- 
ticular to red wine's beneficial effects on 
the heart. Printemps, a department store 
in Tokyo that is noted for its wines, now 
sells four bottles of red to every white. 

Red wine has been known for years 
to contain polyphenol, an anti-oxidant 
that inhibits cholesterol from accumu- 
lating on blood-vessel walls. Japanese 
consumers began to care about such 
things only recently—but they are zeal- 
ous converts. Mercian is even marketing 
packets of polyphenol tablets, made 
from raisin seeds and fruit skins, for 
¥4,800 ($35) a pop. Soft-drink maker 
Takara Shuzo has introduced a polyphe- 
nolloaded grape juice. Meiji Seika, a 
large confectionery firm, is test-market- 
ing chocolates containing concentrated 
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get bigger. Taking his cue from the likes id a 
Barnes & Noble, Mr Dietzman has intro- 
duced coffee shops, book-signings and lis- - 
tening areas for music into h is stores. te 
Shops are also getting larger. FCs i 
las is some 40,000 sqi 
with the usual 2,000 squa 
has grown from sale 
$168m today, plans 
in the next few years 
dustry’s capitalist le 
not shy about co 
that "Jesus criticise 
his talents so hes | 
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polyphenol. Meanwhile, Printemps i ds 
doing brisk business in red-wine ja 
and red-wine pasta. tT oe 
This is a second coming or read wi ep 
in Japan. During the bubble years of the | 
late HS the country was consumed by. | 


a nouveau fad that raised the price of 
Beaujolais plonk to more than ¥3,000 a 
bottle. Importers were left having to dis- 
count their stocks hugely when the bub- 
ble burst in 1990. Nowadays, perfectly 
drinkable reds can be had in Japan for as 
little as Y500 a bottle. 

The Japanese could be chewing on | 
vegetables such as broccoli or onions or |. 
slurping green tea instead. All are richin | 
anti-oxidants. But wine has the edge over 
broccoli and onions, at least when it 
comes to lifting the spirits. In these difi- | . 
cult times that evidently counts for a lot. 1 





FACE VALUE 





South Korea’s future, in miniature 


As South Korea opens to foreign investors, it will need businessmen 
like Paik Soon Suk 


I T IS just a simple omelette—and there 
is a chef, in full view, devoted solely to 
the task of making such things. Yet Paik 
Soon Suk's repeated requests for his break- 
fast go unmet. He does not appear to 
mind. But then Mr Paik, unusually among 
successful South Korean businessmen, 
does not appear to have an ego large 
enough to feel humiliated by culinary re- 
jection. In a list of the world’s most impor- 
tant businessmen, Mr Paik volunteers that 
he just about makes the top 100m. 

Yet Mr Paik isa rarity among South Ko- 
rean businessmen. First, in a country that 
promotes manufacturing exports above 
all else, he has built his reputation as a 
seller of services, something South Korea 
lacks. Second, he has a record of working 
with foreign companies, something South 
Korea will have to do increasingly in fu- 
ture. One of his two main companies sells travel; the other is a 
joint venture with Haagen-Dazs ice cream. 

He is unusual in other ways too. He is solvent: indeed, while 
Korea’s small (and not-so-small) businessmen go bankrupt in 
droves (see chart), he has managed to keep his company free of 
debt. Finally, in a business culture that celebrates strong person- 
alities and rampant expansion, he is professional, thoughtful 
and modest. 

His career in business began in 1981, at the age of 27. After 
earning an MBA from New York University and working for a 
year as a BankAmerica credit manager, he took over his father's 
firm, Sharp Travel. At the time, the company's main activity was 
marketing Northwest Airlines, one of America's main trans- 
pacific carriers, in South Korea. Although Northwest is still one 
of Mr Paik's biggest partners, he has expanded his travel business 
to include deals with Budget (a car hire firm), Marriott and HFS, 
(two hotel chains catering to different parts of the market), as 
well as several international travel agencies. Sharp Travel now 
has a database of around 5m people and a network of well- 
placed branch offices which it uses to cross-sell its partners' vari- 
ous travel services. 

His second main business is a joint venture with Haagen- 
Dazs, through which he distributes all of the company's ice- 
cream in South Korea. To win this con- 
tract, Mr Paik beat 80 or so other bidders. 
What are his strengths? One, he argues, is 
that he is willing to listen. Whereas many 
local businessmen are apt to claim that 
they know their market best, Mr Paik be- 
lieves that his role is to work closely with 
his foreign partners. "My job", he says, "is 
to understand their problems, and solve 
them in Korea." 

He demonstrated this in the way he 
responded when South Korea's financial 
crisis hit in full force. It created a huge po- 
tential conflict between local distribu- 
tors and their foreign partners. With sales 
weakening and rough times ahead, the 
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locals had strong motives to cut prices and 
jettison their inventories. Many of them 
did just that. Mr Paik, by contrast, did not 
think such a reaction was in Haagen- 
Dazs's interests, since it would ruin the 
company's efforts to build its brand im- 
age. Instead, he has decided to stick with a 
long-term strategy: on January 1st, he 
raised local prices by a quarter. 


Doctored 

Besides his distinctive outlook, Mr Paik's 
other big strength is his expertise in man- 
aging brands. He acquired some of this 
when, between 1985 and 1995, he man- 
aged to find enough time away from his 
company to earn a doctorate in business 
administration, from the Dongkuk Uni- 
versity in Seoul. His training in econom- 
ics, finance and marketing, he reckons, 
taught him invaluable lessons in managing foreign brands, in- 
cluding ways to choose the right distribution channels and the 
subtleties of pricing strategy. 

But marketing foreign products in emerging markets is a 
game where relationships and instinct are everything. Does Mr 
Paik really think his extended education accounts for his suc- 
cess? "Absolutely," he insists: to be a good local partner for for- 
eigners, he needs to understand the fundamental changes taking 
place in his industry. The only way to do that, he believes, is to 
draw on economic theory and a mental database of case studies. 

To continue cross-selling travel services in South Korea, for 
example, Mr Paik says he must understand how big airlines such 
as British Airways are trying to do the same. To develop a good 
long-term strategy for marketing food products, he must be thor- 
oughly familiar with the strategies of giants such as Marks and 
Spencer. And rather than simply understanding such strategies, 
he must also analyse the economics behind them to foresee how 
those strategies might change—and what he should do about it. 
“You have to think like a big global company, even though you 
are peanuts," Mr Paik says, as he abandons any hope of eggs and 
heads for the buffet. 

So far, the Paik strategy has brought only modest pay-offs. For 
much ofhis business career, he has drawn little more income in 
salary than his wife earns as a university 
professor: a frugal 16m won a year, or 
about $11,000. His profits have gone back 
into his businesses. Last year, he received 
1 billion won, after tax, as his half of the 
dividend on his investment in Haagen- 
Dazs; over 15 years, he has taken no divi- 
dend from his travel company. Like all 
South Korean businesses with property, 
his wealth has been sharply reduced by 
the financial crisis. But the economy is 
coming his way. As the IrMF's deal brings 
in more foreign investors, they will want 
South Korean partners with Mr Paik's 
qualities and track record. The future is 
on his side, even if the chefs are not. 
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— RESULTS FOR THE FINANCIAL YEAR 1997/98 PES 


FARNINGS 
UP 9% 


DIVIDEND PER SHARE UP 10%. 


STRONG UK PERFORMANCE IN CLOTHING, 
FOOTWEAR AND GIFTS, UP 8%. 


£2.2bn EXPANSION PLAN. 


“We have entered a period of major capital 
investment and revenue expenditure, being funded 
without recourse to shareholders. which 
will generate significant sales growth and profits 
in the years ahead. These investments, essential 
for the long term progress of the business. 

£ & C. ` 


will affect our results in the short term, but we 


are very confident in the benefits they bring 
from 1999/2000 onwards.” 


HIGHLIGHTS FROM THE STATEMENT 
BY THE CHAIRMAN 
SIR RICHARD GREENBURY 


www.marks-and-spencer.co.uk 
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A hope and a prayer 


MOSCOW 


For the third time since Asia's crisis broke, Russia's financial markets have 


taken a battering. Will the rouble hold? 


c6 HEN you hear talk of devalua- 

tion,” said Sergei Dubinin, the 
usually avuncular chairman of Russia’s 
central bank on May 20th, “spit in the eye 
of whoever is talking about it.” Mr Dubinin 
has reason to feel venomous. This week 
Russia's financial markets weathered their 
third and worst storm in six months, a run 
of bad luck made worse by bad manage- 
ment. Unsettled by the upheavals in Indo- 
nesia, a looming current-account deficit 
and the inexperience of a newly appointed 
government, investors lighted on the Rus- 
sian rouble as the currency at next-greatest 
risk of collapse. 

Treasury bills slumped on May 15th 
and again on May 18th as foreigners and 
Russians alike pulled money out, fearing a 
devaluation. The central bank hit back by 
raising its main refinance rate from 30% to 
50%, or roughly the level touched by short- 
term rates in the treasury-bill market, 
where the government finances the major- 
ity of its deficit. The stockmarket staggered. 
A 12% fall on May 18th, following a bad pre- 
vious week, left prices 40% below their lev- 
els of January 1st. Not since President Yelt- 
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sin underwent heart surgery in November 
1996 had the markets looked so sick. 

Investors hoped that delegations from 
the World Bank and the International 
Monetary Fund, making previously ar- 
ranged visits, would help the government 
find a way to calm nerves. But whatever 
they said in private, visitors and hosts alike 
were making the sort of noises in public 
that no sane investor wanted to hear. The 
stockmarket "appears to be in crisis," said 
James Wolfensohn, head of the World 
Bank, when he arrived in Moscow on Wed- 
nesday. "The current situation is nothing 
other than a crisis," echoed Dmitry Vasiliev, 
chairman of the Russian Securities Com- 
mission. Even President Yeltsin chimed in, 
saying he would "not let [the financial mar- 
kets] collapse,” though not explaining how 
he would pull off this trick. Small wonder 
there were few takers at the government's 
weekly treasury-bill auction that day. Yields 
stuck at an eye-watering 45%. 

Few investors argued with the central 
bank's determination to prop up the rou- 
ble (though devaluation was being talked 
up by a newspaper under the control of 


Boris Berezovsky, a power-hungry Kremlin 
crony, suggesting that some covert political 
game might also be under way). The res- 
toration of public confidence in the rouble 
has been a fragile process, and a sharp de- 
valuation would undo it overnight. 

Devaluation might also claim victims 
among Russian banks, which have at least 
$15 billion in short-term foreign borrow- 
ings. Worries about the banking system 
quickened this month when the central 
bank sent officials to take over the running 
of Tokobank, a medium-sized bank which 
was once considered a model of reform: in- 
ternational auditors had signed its ac- 
counts and the European Bank for Re- 
construction and Development is among 
its shareholders. Tokobank had raised at 
least $125m in foreign loans. If not dealt 
with neatly, these unpaid debts will dam- 
age confidence in this market too. 

But necessary as high interest rates may 
be to keep the rouble stable, they threaten 
another set of problems for the Russian 
economy if they last for long. They will de- 
stroy any chance of economic recovery in 
Russia for yet another year. They will also 
throw public finances horribly off balance. 
This year's federal budget assumes a deficit 
of almost 5% of Gpr, down from 6.1% in 
1997. It also assumes an average interest 
rate on government debt of 25%, a level at 
which debt servicing consumes a quarter of 
public spending. Push the interest rate up 
to 40% or 50%, and the main occupation of 
the government will become the pyra- 
miding of domestic debt. 

Some investors smell blood. When the 
rouble came under pressure in March, the 
central bank acted at once and raised inter- 
est rates sharply. This month, however, Mr 
Dubinin spent $500m of his precious for- 
eign-exchange reserves to prop up the rou- 
ble before resorting to higher interest rates. 
The fear is that the new government has 
neither the courage nor the political muscle 


Russian roulette 


Russian treasury bills and reserves 
$bn 
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As fit as a rouble 


to hold interest rates high enough to keep 
the rouble steady. 

Bring interest rates down, however, and 
investors will not lend to the government. 
They distrust, almost paradoxically, its de- 
pendence on borrowed money. The natu- 
ral alternative to borrowing, tax collection, 
has never caught on in Russia. The govern- 
ment has huffed and puffed about improv- 
ing the collection rate. But federal tax reve- 
nues are still only 10% of GpP, far below the 
level in most developed economies. The tax 
service is simply not equal to the job of col- 


lecting taxes in any comprehensive fash- 
ion, and many politicians prefer things 
that way. Low oil prices have cut another 
main source of revenues for government 
and industry alike. 

One obvious solution, at least in arith- 
metical terms, is to cut public spending fur- 
ther. The government did so brutally last 
year, and wrote into this year's budget a 
right to do so without even asking parlia- 
ment’s permission. The notion that the 
public itself might object to its systematic 
pauperisation was dismissed as fantastic. 
But it may be that even the Russian public 
has finally had enough. This week striking 
miners were blocking the country’s main 
railway lines with an anger so contagious 
that the government took fright. This is a 
dangerous moment. If public spending 
cannot be cut further for fear of civil unrest, 
the government has no quick fixes left at all. 


Whence salvation? 


So, with or without Indonesia to provoke 
them, the markets were probably right to 
worry deeply about Russia this week. It has 
reached a pass from which it will need luck, 
as well as prudence, to escape. With politics 
and the economy about to be disrupted fur- 
ther by two successive election years—for 
the parliament in 1999 and for the presi- 


dency in 2000—even relatively sanguine 
investors must be wondering whether the 
economy will ever function normally in 
their lifetime. The false dawns of the past 
five years threaten to be followed by a per- 
manent twilight of non-growth and non- 
investment in which most of the country 
bumps along pretty much as miserably as it 
does at present. 

Some parts of the economy will bump 
along worse than others if it stagnates. Rus- 
sian banks, for example, did almost half of 
their foreign borrowing last year when in- 
ternational markets yielded briefly but en- 
thusiastically to their charms. Sooner or 
later foreign lenders are going to want to 
know where their money is at work. And 
whatever the answer, so far not much of it 
has flowed very visibly into ordinary com- 
mercial banking, the humdrum business of 
making loans. 

A comfort for the Russian government 
is that it need have few immediate worries 
about its own $130 billion of foreign debt, 
mostly inherited from the Soviet Union. 
Restructuring deals agreed with both pri- 
vate and foreign government creditors, 
mean debt servicing costs it only $7 billion 
a year, or 1.2% of GDP. But here, too, a day of 
reckoning awaits. In 2002 the repayments 
will start mounting. By then the Russian 





A guide to offshorny banking 


PAPHOS, CYPRUS 


HEN Russians take fright, their 

money takes flight. The problem is 
that no respectable bank will readily ac- 
cept money from a questionable source— 
and a Russian address invariably rings 
alarm bells. So Russian money ends up in 
some peculiar places. An unusual bunch 
of offshore centres has sprung up to han- 
dle some of the $200 billion channelled 
out of the country in the past decade, and 
probably a large part of the outflows trig- 
gered by the current crisis as well. 

Riga’s main advantage is proximity. 
The Latvian capital is barely an hour's 
flight from Moscow. It is also thoroughly 
Russian-speaking and boasts a flexible 
banking system, which does not flinch at 
customers bearing suitcases stuffed with a 
million or two in $100 bills. 

Cyprus is another favourite. Clean, 
warm and orderly, with minimal visa re- 
quirements, it is currently Russians’ fa- 
vourite location for a second home— 
closer than the south of France or Spain, 
and willing to bend all sorts of rules. Es- 
tate agents advertise in Russian and take 
payment in cash. But the banking system, 
although discreet and friendly, is under- 
developed. Most Russians find Cyprus 
too provincial for serious business. 


Traders opt for Istanbul or Dubai. 
The former now hosts the world’s liveliest 
(and safest) russophone commercial dis- 
trict. But the banking is less than world 
class. There is trade finance, but little else. 

For serious finance, Russians used to 
favour Switzerland, traditionally the 
world’s safest home for flight capital. But 
international pressure on the Swiss has 
forced a change of tack—and thus dented 
their reputation. “Those Swiss swindled 
Mobutu out of his money,” rages a Mos- 
cow banker with rich Russian clients. De- 
spite a new money-laundering law at the 
start of this year, some Swiss private 
banks continue to tout energetically for 
business in Russia, making only sketchy 
enquiries about their prospective clients’ 
standing. Austria, which still allows 
anonymous bank accounts in some cir- 
cumstances, is also attractive. 

Russians also like Berlin—but Ger- 
man bureaucracy involves too much scru- 
tiny to be comfortable for big business 
deals. London is liked mainly for its high 
property prices, which make spending 
$1m on a house much easier than in other 
European capitals. 

As long as Russians are wary of keep- 
ing their capital at home and traditional 








financial centres are sniffy about their 
money, these offshore centres will thrive. 
Keeping Russian money of the ill-gotten | 
sort out of the western financial system | 
looks ultimately like a doomed en- | 
deavour. For a start, toughening money- 
laundering laws—as supported by the 
leaders ofthe big economies at their meet- 
ing in Birmingham, in England, a week | 
ago—penalises genuinely successful en- 
trepreneurs who may justifiably want to 
move some of their assets out of a country 
not known for protecting them. In any 
case, rich people will always find a way to 

a respectable bank. "Eventually a Russian 
bank will simply buy a western one and 
solve the problem that way," says one 
Moscow-based financier. 
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Only pan-European cash 
management bank for 
Europe’s largest airline. 


First-ever USCP for 
any Russian issuer. 


Largest Saudi Arabian 
non-sovereign financing. | 
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Financing Clients’ Growth in Europe, Middle East, and Africa 










Helping clients grow requires detailed understanding of their businesses. 
Bank of America has the local knowledge and global resources to find 
creative solutions to challenges ranging from cash management to risk 
management, capital raising to capital markets. Recent successes 
demonstrating our capabilities include: 
e Pan-European cash management for British Airways 
© $77 million USCP program for Alfa Bank in Russia 
© $2.2 billion expansion project for Saudi Yanpet 

Petrochemical Company 
e $300 million USCP program for Garanti Bank in Turkey 
e ECU 800 million project financing for Gefyra SA's bridge 

over the Gulf of Corinth in Greece 
e $1.5 billion fully underwritten syndicated loan, Billiton Plc 
These are just a few of the ways we've helped our clients innovate 
and grow. We can do the same for yov. 
Thats power in motion. That's Bank of America in motion. 


©1998 BankAmerica Corporation 
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Food for thought: during at least one meal today you'll be served by Siebe. We make more electronic controls 
for more kitchen appliances than any other manufacturer. We also run plants for the world's biggest food 
companies, regulating anything from ketchup's thickness to a crisp's crispness. We help you control other 
parts of your life too, from heating your home to the efficiency of your car. In fact, if you look closely, 
you'll find Siebe in almost every activity you can think of, and some you never need stop to think about. 
Siebe plc, Saxon House, 2-4 Victoria Street, Windsor, Berkshire SL4 1EN, England. Tel +44 1753 855411 





economy needs to be growing strongly and 
durably. So it had better start soon. Other- 
wise, Russia risks a loss of international 
confidence beside which the past week's 
buffeting will seem a mere spring breeze. 





Crédit Lyonnais 


The bitter end 


PARIS 


€€"T^HE financial scandal of the cen- 

tury..." It is a familiar enough 
phrase in the context of Crédit Lyonnais, 
the recipient of Europe's biggest-ever bank 
bail-out, but hardly one you would expect 
to hear in the bank's own television ad- 
vertisements. The point, according to the 
director who put those words in the mouth 
ofa young man about to pay for his supper 
with a Crédit Lyonnais cheque, is that there 
are two Crédit Lyonnais, a mythological 
subject for scandalised conversation and 
the real bank which serves its loyal custom- 
ers well. If only it were so simple. 

On May 20th, as the European Com- 
mission approved yet another French gov- 
ernment bail-out plan, the fantasy of free- 
ing the bank from the sins of its profligate 
past moved a little closer to reality. Two 
previous rescue packages have failed to fill 
thehole dug by mismanagement and fraud 
at what used to be Europe's largest bank. 
But there seems a reasonable prospect that 
this latest scheme, which will raise the total 
cost of saving the firm to between FFr102 
billion ($17 billion) and FFr147 billion, will 
finally bring to an end a sorry saga. 

The reason for this hope is that Karel 
Van Miert, the European Union's compe- 
tition commissioner, has extracted a stiff 
price in return for allowing Crédit Lyon- 
nais to tap the French taxpayer one more 
time. He has insisted that the bank shed 
FFr675 billion of holdings, by selling sub- 
sidiaries such as its Asian investment bank, 
Crédit Lyonnais Belgium and Bank für 
Gemeinwirtschaft in Germany. And he has 
won a commitment that the institution, to- 
day 82% in government hands, will be al- 
most fully privatised by October 1999. 

Given the sorry record of the previous 
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Bail me out 


Crédit Lyonnais bail-outs, and in particu- 
lar the French government's unwillingness 
to force the bank to sell more than tiny 
parts of its business (see table) the question 
of whether this clean-up plan will succeed 
is entirely in order. Mr Van Miert has im- 
posed clauses to limit the bank's growth un- 
til 2014 and to force it to pay at least 58% of 
its income in dividends until 2003. But he 
was not as tough as he might have been. 
Crédit Lyonnais keeps more non-French 
businesses than he had threatened earlier 
this month to allow. And it retains control 
over the privatisation process. Rather than 
being forced to sell to a foreign bank, as Mr 
Van Miert wanted, the French government 
will be able to assemble a group of friendly 
shareholders and then float the rest of the 
bank in a public offering. This keeps the 
bank in French hands and its boss, Jean 
Peyrelevade, in power. 

Mr Van Miert has also done Crédit Ly- 
onnais à favour by forcing it to close 73 of 
its 1,923 French branches over the next two 
years. Closing branches while laying the 
blame for doing so elsewhere is something 
many a French bank would love to do, but 
cost-cutting in France's overcrowded retail- 
banking industry has been hampered by 
political opposition to job losses. Brussels 
makes à convenient scapegoat—and, sure 
enough, 2,000 Crédit Lyonnais employees 
protested in the streets of Paris the day be- 
fore the deal was signed. 

For his part, Mr Van Miert has strength- 
ened his remit as Europe's competition 
commissioner and assured himself con- 
tinuing authority to consider whether 
France is keeping its side of the bargain. He 
will receive quarterly reports on the pro- 
gress of the disposals and the privatisation, 
and promises to reopen the case on the first 
sign of deviation. He may also regard with 


satisfaction the affront he has caused to 
France's banking elite, whose sensibilities 
he offended with tactical bursts of Flemish 
brusqueness. 

What remains at the end of this is a rea- 
sonably healthy bank. Crédit Lyonnais 
earned net commercial-banking profits in 
France of FFr3.9 billion last year. It need no 
longer offer cheap loans to the Consortium 
de Réalisation, the *bad bank" into which 
many of its worst assets were bundled in 
1995. And if Europe's economies prosper, 
as many economists expect, the various 
holdings it must now dispose of will be- 
come more valuable by the day. Crédit Ly- 
onnais might even book profits on many of 
those sales—a happy event that even the 
most optimistic French politician could 
not have expected when the government 
began sinking money into a tottering giant 
six long years ago. 
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Reform in South Korea 
Brave talk 


SEOUL 


INANCE ministers in South Korea once 

wielded almost unlimited power—and 
assumed little responsibility. No longer. 
Kang Kyong Shik, who served as finance 
minister from March to November last 
year, was arrested on May 18th for "negli- 
gence of duty", a crime allegedly responsi- 
ble for bringing the country to the brink of 
bankruptcy. If convicted, he faces up to 
three years in prison. But whatever Mr 
Kang's mistakes in mishandling the finan- 
cial crisis, his successor appears to be doing 
not much better. 

That became clear on May 20th, when 
Lee Kyu Sung, the finance minister since 
February, unveiled plans to clean up Ko- 
rea's insolvent financial system. His an- 
nouncement was brave enough: the cost of 
restructuring must be met primarily by the 
financial institutions themselves, Mr Lee 
said, and the government will not step in to 
keep big companies from going bankrupt. 
But underneath such rhetoric, business 
goes on as usual. Last month, under govern- 
ment pressure, troubled SeoulBank lent yet 
more money to Dong Ah group, South Ko- 
reas  tenth-biggest conglomerate, or 
chaebol, at rates hardly justified by the 
firm's tenuous condition. Last week Dong 
Ah'sconstruction arm asked for more loans 
to avert bankruptcy. All indications are that 
it will get them. 

The details of Mr Lee’s restructuring 
plan leave a lot to be desired. The Financial 
Supervisory Commission, the new banking 
watchdog, will sort out sick banks from 
healthy ones by September and may liqui- 
date a couple of merchant banks and stock- 
brokers. But there is no reason to think that 
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A gamble on India's futures 





MUMBAI 


NDIA has had a stockmarket since 

1887. But it took the opening of the Na- 
tional Stock Exchange four years ago to 
bring share trading into the 2oth century. 
With innovations such as paperless trad- 
ing and a clearing house to guarantee that 
traders will stick to their bargains, the Na- 
tional exchange has prospered at the ex- 
pense of the venerable Bombay Stock Ex- 
change. Now, the upstart wants to let 


name, which should make them particu- 
larly attractive to foreign investors. 

The Bombay Stock Exchange quickly 
fired back, promising futures contracts 
based on its Sensex index of 30 shares. But 
given the Bombay exchange's long-stand- 
ing opposition to futures trading, it is un- 
likely to promote these new products 
with much enthusiasm. The old-fash- 
ioned brokers who dominate the ex- 


management, foreign portfolio investors 
find both markets primitive. Both settle 
trades just once a week. This means that 
they function, in effect, like futures mar- 
kets: investors buying shares on Monday 
can get locked into a position until Fri- 
day. Punters can buy and then sell three 
days later without paying a single rupee 
for the shares. This makes foreigners 
wary; of the Indian markets' total capital- 
isation of $150 billion, only around $9 
billion comes from abroad. With a proper 
futures market, there might be less gam- 
bling and more serious investing. 


change would rather discuss 
the charms of badla, a sys- 
tem under which members 
can roll pending trades over 
from one week to the next 
without having to come up 
with the cash required to set- 
tle the trades. Bombay Stock 
Exchange members tout 
badla as a way to combine 
cash and futures trading; 
critics at the National Stock 
Exchange dismiss it as an in- 
efficient way to hedge risks 
that are better managed 
with futures contracts. 
When it comes to risk 


Indians trade futures contracts on stock- 
market indices, a move that may leave its 
cross-town competitor in the dust. 
Earlier this month the Securities Ex- 
change Board of India, the reform- 
minded capital-markets regulator, agreed 
that Indians should be allowed to buy fu- 
tures on share indices. That offers new 
opportunities for punters, but should 
also make life cheaper and easier for big 
institutional investors. The National 
Stock Exchange quickly announced fu- 
tures contracts based on its “Nifty” index 
of 50 stocks. The products are designed by 
Standard & Poor's, an American credit- 
| rating agency, and Crisil, s&r's Indian 
affiliate. The indices will carry the s&p 














High-tech, but primitive 





Bank mergers 


Reality check 


NEW YORK 


vestment trusts and stock brokerages, 
whose deposits have all been guaranteed 
by the government. The banks, however, 
will be nursed along rather than closed. 

In any case, 50 trillion won is not nearly 
enough to set the financial system to rights. 
The government estimates that the non- 
performing assets of Korea's financial insti- 
tutions will increase from 68 trillion won 
in March to 100 trillion won by the end of 
the year. The commercial banks alone have 
bad loans estimated at 86 trillion won, or 
three times their combined equity. The gov- 
ernment assumes that the banks them- 
selves will be able to sell enough assets to 
raise the rest ofthe money required to clean 
up their balance sheets, but that may be op- 
timistic—particularly because the survival 
of all of Korea's banks will make it hard for 
any of them to earn profits. 

The shortcomings of Mr Lee's plan do 
not end there. The government will find it 
hard to persuade Korean investors to put 
50 trillion won into its bonds. It will proba- 
bly trade the bonds to the bankers it is try- 
ing to help, in exchange for some of their 
bad loans. The bankers will in turn use the 
bonds as collateral to borrow from the 
Bank of Korea, the central bank. The central 
bank will create that money by printing it. 
The question is whether Mr Lee will be 
around long enough to deal with the infla- 
tionary consequences. 


the government is prepared to close com- 
mercial banks, no matter how ill they may 
be. On the contrary, it plans to issue 50 tril- 
lion won ($36 billion) of bonds, which will 
be used to recapitalise the banks and to buy 
some of their non-performing assets. This 
means that despite their record of weak 
management and unwise lending, the 
banks will all remain in business. 

Some 9 trillion won of the bonds will 
be available to pay off depositors at failed 
institutions. This money is likely to go to 
customers of insolvent merchant banks, in- 


ERGER mania comes and goes. Dot 
this week's withdrawal of Bank « 
New York's $23 billion bid for Mellon Ban 
signal that investors are losing some « 
their enthusiasm for consolidation i 
America's banking industry? After all, its a 
tentions having been repulsed by the Me 
lon board, Bank of New York had made i: 
bid public, inviting Mellon's shareholde: 
to force its management to accept the dea 
This Mellon's shareholders manifest 
failed to do. And when Bank of New Yor 
cancelled its offer, investors celebrated E 
marking up its shares. 
This is just one evidence that the way 
of mergers that has reshaped America's 1 
nancial sector may have crested. Ban 
shares more than tripled between the en 
of 1994 and this spring, but since peakin 
in mid-April, the American bank-shares ii 
dex has fallen by 6% on what analysts, d 
termined not to seem gloomy, describe : 
“profit-taking”. During the same perio 
broader share indices have been flat. 
Even more striking has been the pox 
showing of the firms involved in April 
three banking mega-mergers. Citicorp 
shares rose from $142 to $180 on April 6t 





Brave Lee 
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on news of its merger with Travelers, an in- 
surance and stockbroking group; by May 
20th, they had dropped to $156. Over the 
same period, Travelers’ shares have fallen 
from $73 to $64. BankAmerica’s shares, 
from a peak of $91 after its merger with 
NationsBank was announced on April 
13th, are down to $85. NationsBank’s have 
slipped from $81 to $77. Shares in First Chi- 
cago-NBD and Banc One, which also agreed 
to marry, are lower now than before news 
of the merger. Not exactly a vote of confi- 
dence in consolidation. 

Growing doubts about whether some of 
the synergies promised by the merging 
banks can be delivered are probably re- 
sponsible. In particular, the claimed poten- 
tial for cross-selling each firm's products to 
the other's customers, made most loudly by 
Citi and Travelers, have been widely ques- 
tioned. Glitches such as the personality 
clashes that are forcing BankAmerica to try 
to sell its Robertson Stephens investment 
bank—which was incompatible with 
NationsBank’s Montgomery Securities— 
suggest that the deal was not as well 
thought out as managers had suggested. 

Despite this, persistent rumours suggest 





that another big deal may not be far off. 
There is talk of interest in Wells Fargo, as 
well as hardy perennials such as Chase 
Manhattan's purchase of Merrill Lynch. 
And this week, ABN-Amro, a Dutch bank, 
was forced to deny that it fancied Bear 
Stearns, a Wall Street investment bank. 
Given the current downbeat mood of in- 
vestors, though, it is doubtful whether any 
banking deal would set the stockmarket’s 
pulse racing. 





Trade talks 


The water-treading organisation 


GENEVA 


HE World Trade Organisation's get-to- 

gether this week had two goals: to cele- 
brate 50 years of the global trading system 
and to set out a stall for future talks. In the 
event, raising glasses proved far more 
straightforward than agreeing on a way for- 
ward. Be fair, came the spin from the wro; 
the summit was only ever meant to be 
"transitional", a stage on which to *air new 
ideas". Even judged by that criterion, the 
meeting produced little to boast about. 

Certainly, concrete achievements were 
in short supply. Rich countries agreed they 
should move quickly towards eliminating 
import tariffs for the very poorest coun- 
tries, and all 132 members agreed to start 
preparing in September for further talks on 
agriculture, due to begin late next year. This 
was hardly revolutionary stuff, however, as 
farm talks in 1999 are part ofthe agenda left 
over from the wro's last summit in 1996. 
The only firm agreement to emerge in Ge- 
neva involved promises not to introduce 
import duties on software and informa- 
tion delivered across the Internet. 

The list of disappointments runs 
longer. Only the most optimistic could 
have expected ministers to launch a ninth 
round of global talks to reduce trade barri- 
ers, but many still expected encouraging 
noises. In the end, there was flannel about 
working towards a "broad-based process" 
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in time for the next wro summit, to be held 
in America in autumn next year. What 
might that process be? No clear answer 
emerged, because the big participants can- 
not agree. The European Union, with the 
support of Japan and South Korea, wants a 
full-scale negotiation covering many issues. 
India says it is still busy trying to fulfil its 
obligations from the last big negotiation. 
America wants new talks, but would rather 
deal with one issue at a time than a dozen 
at once in hopes that this will produce re- 
sults faster. The upshot was a promise to de- 
cide something soon. 

Little headway was made 
on some of the newer and 
more troublesome issues fac- 
ing the wro. The question of 
how, or whether, the organisa- 
tion should deal with con- 
flicts between free trade and 
environmental ^ protection 
and health regulations was 
much aired. Fidel Castro, the 
Cuban leader, blamed unbri- 
dled trade for untold environ- 
mental damage. Even the Vati- 
can, participating for the first 
time, weighed in with 
thoughts on ethical 
globalisation, based on a 33- 
year-old encyclical, gaudium 
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et spes (“joy and hope”). By the end, trade 
ministers agreed to meet their environ- 
ment counterparts before next spring. 
There was talk of separate environmental 
agreements, on such things as eco-labelling 
and reducing trade barriers against equip- 
ment to curb pollution, but no timetable. 

Nor was a line drawn under any of the 
high-profile quarrels that are on the wro's 
plate. American officials complained once 
again that the Eu is dragging its feet in com- 
plying with unfavourable wro rulings, 
such as those overturning its ban on hor- 
mone-treated beef and its discriminatory 
import regime for bananas; the Eu replied 
that it was complying fully. Not that Ameri- 
ca's regard for the rules is unwavering: 
Charlene Barshefsky, its trade represen- 
tative, hinted that America may refuse to 
comply with a recent ruling on shrimp fish- 
ing that has angered environmentalists. 

Meanwhile, anti-wTO sentiment flared 
in demonstrations (this correspondent's 
hotel was daubed with the words “World 
Terror Organisation”) and was taken up by 
trade-union and environmental cam- 
paigners, who sought to persuade Renato 
Ruggiero, the wro’s boss, to make the orga- 
nisation less secretive. They won high-level 
support: among others, President Clinton 
said that the wro panels which investigate 
trade disputes should open their meetings 
to the public and accept comments from 
interest groups as well as governments. 
There was less discussion of how the wro is 
to foot the bill for increasing its openness. 
With its budget frozen since 1996, it is fast 
running out of money and cannot even af- 
ford to translate many documents. 

At least the anger directed at the wro 
added spice to an otherwise bland menu. 
One local journalist tells of bored delegates 
calling him on the meeting's first afternoon 
to ask what sights they should see the next 
day. By the end, participants were truly 
jaded: the last 47 speakers readily agreed to 
give up their turns so that the closing cere- 
mony could be brought forward three 
hours and everyone could go home. 





Ruggiero's environmental education 
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Capital controversies 


Is the case for free financial flows as strong as that for free trade? 


Ae economists, support for the 
free movement of money is an arti- 
cle of faith. Like free trade, the argument 
goes, the free flow of capital across bor- 
ders can increase economic efficiency. 
Savings will flow to the most productive 
investment opportunities, regardless of 
their location; greater competition will 
create more nimble financial systems in 
every country; and vigilant investors will 
provide a healthy discipline for profligate 
governments. But, as the political, social 
and economic costs of East Asia's finan- 
cial crisis become clearer, a revisionist 
chorus is gaining voice. Perhaps, it is now 
argued, international capital mobility 
brings more costs than benefits. 

In the current issue of Foreign Affairs, 
Jagdish Bhagwati, a respected trade theo- 
rist from Columbia University, argues* 
that “the claims of enormous benefits 
from free capital mobility are not persua- 
sive". In another recent essay!, Dani 
Rodrik, a Harvard University trade spe- 
cialist, says of capital mobility: "We have 
no evidence that it will solve any of our 
problems, and some reason to think that 
it may make them worse." Both are deeply 
sceptical ofthe idea that the International 
Monetary Fund should prod countries to 
liberalise capital flows. They use two 
broad lines of argument: that the theoreti- 
cal case for capital mobility is much 
weaker than the case for free trade; and 
that there are few signs of the benefits of 
free capital flows but abundant evidence 
ofthe costs. 

Superficially, the theory supporting 
free trade in widgets and free trade in 
money seems similar. In both cases, eco- 
nomic theory assumes that markets func- 
tion efficiently and rationally, based on 
perfect information. In neither case does 
reality live up to theory. The markets for 
many goods and services are far from text- 
book perfect. But in financial markets, the 
failures are much more acute. 

As Mr Rodrik points out, markets for 
goods and services usually operate rea- 
sonably predictably. In financial markets, 
in contrast, bubbles and crashes are en- 
demic. This instability has many causes. 
Markets may lack information. Banks are 
prone to mismatch their assets and their 
liabilities. And, most important, the herd- 
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* "The Capital Myth". May-June 1998. 

'"Who needs capital-account convertibility?" In 
"Should the iMr pursue capital-account convertibility”. 
Essay in International Finance No 207. Princeton 
University, 
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like behaviour of investors can worsen 
volatility. Asset prices at times depend 
less on economic fundamentals than they 
do on investors’ expectations of how 
other investors will act. Taken together, 
these problems suggest that the theoreti- 
cal case for free capital flows is more lim- 
ited than that for free trade, and that the 
distance between theoretical assump- 
tions and reality is greater. 

The revisionists’ other approach is to 
question the evidence of the benefits of 
capital mobility. Mr Bhagwati points out 
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that proponents have failed to estimate 
the size of the gains capital mobility is 
purported to have brought. He provides 
anecdotal evidence that the benefits 
might not be so big after all. China and 
Japan, he points out, enjoyed remarkable 
growth without allowing free capital 
flows, as did Western Europe after the sec- 
ond world war. 

Mr Rodrik is more rigorous. He looks 
at a sample of almost 100 countries be- 
tween 1975 and 1989. To gauge the extent 
of capital liberalisation he calculates the 
proportion of years for which a country 
had no capital restrictions (according to 
the IMF). He then examines the impact of 
freer capital flows on growth, investment, 
and inflation once other factors, such asa 
country’s initial income per head and its 
education levels, are taken into account. 
He finds that free capital mobility, all 
things considered, has no significant im- 
pact on countries’ economic fortunes. 

How convincing are these objections? 
Mr Rodrik is not the first economist to 
find no statistically significant evidence 








that capital controls reduce investment 
or growth. If liberalising capital flows ex- 
acerbates financial crises (as East Asia sug- 
gests, but does not prove), then the risks of 
capital mobility do indeed seem high 
compared with the rewards. Certainly the 
burden of proof lies with those who fa- 
vour capital mobility. 


Dubious evidence 


In fact, the quality of evidence—whether 
for or against capital mobility—is weak. 
Statistical measures of capital mobility 
tend to be extremely crude. They fail, for 
instance, to distinguish between liberalis- 
ing foreign direct investment (which vir- 
tually all economists agree is good for 
growth) and freeing more volatile portfo- 
lio capital, the kind that may flood into a 
country that investors take a fancy to and 
vanish just as quickly when they panic. 

Nor is it possible to “make other 
things equal” in the way that rigorous sta- 
tistical analysis requires. Many aspects of 
international finance have changed out 
of all recognition in recent years. Ever 
more countries have adopted floating ex- 
change rates, and sophisticated instru- 
ments such as derivatives make it ever 
easier for investors to evade controls on 
moving capital across borders. Such 
changes mean the economic impact of 
limiting capital flows is very different 
from what it was only a few years ago. 

The revisionists’ theoretical argu- 
ments can also be countered. It is true that 
the nature of financial markets makes 
them more volatile than goods markets. 
That is why international capital mobil- 
ity is very dangerous when information is 
poor, domestic banking systems are 
weak, and the government takes an active 
role in allocating credit to favoured bor- 
rowers. On the other hand, restrictions on 
capital flows can allow weak, misman- 
aged banks to survive by limiting the en- 
try of foreign competitors and the ability 
of domestic investors to move their 
money abroad. The challenge is to ensure 
that the pace of liberalisation maximises 
benefits while minimising risk. 

In the 1940s many countries thought 
it dangerous to make currencies convert- 
ible for trade purposes. The past 50 years 
have shown that fear to be false. After 
Asia’s painful crash, the same fear exists 
about capital mobility. While it is true 
that there are important differences be- 
tween trade in goods and capital, these 
differences suggest that capital liberalisa- 
tion should proceed cautiously, not that it 
should be stalled. 
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Wherever you do business— 
sharpen your judgment 


with Country Reports 


Subscribe to two or more and another is yours FREE 


For regular political and economic briefings and short-term forecasts on any one of 
over 180 countries around the world, subscribe to Country Reports from the 
Economist Intelligence Unit. They provide the reliable, authoritative, independent 
intelligence you need when making crossborder business decisions. 


A considered view—a rigorous approach 
In four quarterly reports, we analyse and explain events, adding value to news, 
rather than just reporting on developments as they occur. Our editors critically select 


the most reliable primary data available, freeing you to concentrate on their 
implications for your business. 


National events—international perspective 
Country Reports assess the impact of global and regional influences on local 


events, putting the economies you are tracking into context. This is achieved by our 
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Eco-immunity 


PARIS 


Evidence is accumulating that the immune system works like an ecosystem, in 


that its component cells com 
have important implications 


jen mammalian immune system is a 
triumph of natural selection. Not only 
can it respond to invaders of almost any de- 
scription, it also remembers the ones it has 
met so that it can nail them more swiftly if 
it meets them again. To this end, zillions of 
cells called lymphocytes circulate around 
the body, spoiling for a fight. 

But there is a paradox in this. Through- 
out your life, your body produces tens of 
millions of new lymphocytes every day. Yet 
the total number of patrolling lymphocytes 
stays the same. A central question in immu- 
nology, therefore, is how this steady state is 
maintained—that is, how it is determined 
which lymphocytes are kept on, and which 
will die off. 

Perhaps this sounds familiar. In the in- 
troduction to "The Origin of Spe- 
cies", Darwin observed that in every 
species “many more individuals are 
born than can possibly survive" and 
that, as a consequence, the compe- 
tition between them is fierce. Any or- 
ganism with an edge over the others 
will therefore be more likely to sur- 
vive and reproduce. 

Antonio Freitas, an immunolo- 
gist at the Pasteur Institute in Paris, 
and his colleagues reckon that the 
immune system works in much the 
same way. Lymphocytes belong to 
clones, each specialised to recognise 
a particular antigen (a protein or car- 
bohydrate molecule that is foreign to 
the body, and therefore probably be- 
longs to an invading disease organ- 
ism). When the antigen in question 
is detected, members of the clone 
multiply and overwhelm the in- 
vader. But in the absence of stimulat- 
ing antigens, the researchers believe, 
cells from different clones compete 
for an as yet unknown resource that 
they need to survive and prosper, 
just as organisms compete for food 
or for mates. It is this competition 
that maintains the balance among 
clones. When one proliferates, the 
others suffer. 
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with one another for survival. This could 
r the treatment of auto-immune diseases 


The traditional view of the immune sys- 
tem is different. According to the estab- 
lished model, the sizes of different clones 
should be independent: when one grows, 
the others don't necessarily shrink. Dr 
Freitas and his colleagues have shown this 
is incorrect. 

They did so by irradiating mice to de- 
plete their immune systems completely 
and then rebuilding those immune sys- 
tems from scratch.The irradiated mice were 
divided into groups, and each mouse was 
given a shot of bone marrow containing 
the precursors of two different clones of “B” 
cell. (Lymphocytes come in two varieties: B 
cells from the bone marrow, and T cells 
from the thymus.) Mice in the different 


groups received the two kinds of B cell in 





different proportions, and the antigens to 
those B cells were kept well away from the 
mice in question. The absence of antigen 
meant that there was nothing to stimulate 
either clone specifically—so, according to 
the classical theory, the relative sizes of the 
two clones should have stayed the same as 
the cells in each clone increased in number. 
But they did not. Regardless of the initial 
proportions, as the lymphocyte population 
grew towards a maximum of about 50m 
cells, those proportions shifted in ways that 
agreed closely with the predictions of eco- 
logical competition theory. 

To make sure this did not reflect some 
individual growth pattern for each clone, 
the researchers repeated the experiment 
with just one sort of B cell per mouse. The 
population still levelled off at about 50m. 
And when the experiment was repeated 
with T cells, exactly the same thing hap- 
pened. Somehow, therefore, the different 
clones of each type of lymphocyte were 
competing with each other. 


Send in the clones 


Just what the competition was for remains 
a mystery (though Dr Freitas is trying to 
track it down). Not knowing the nature of 
the mysterious resource does not, however, 
prevent some interesting inferences 
being drawn from the work. The 
most important of these concerns 
the treatment of so-called auto-im- 
mune diseases. 

These illnesses, the most serious 
of which are multiple sclerosis, juve- 
nile diabetes and rheumatoid arthri- 
tis, happen when the immune sys- 
tem attacks parts of the body it is 
supposed to defend. Dr Freitas reck- 
ons that a more diverse immune sys- 
tem is less likely to give rise to auto- 
immune diseases because the more 
clones it supports, the smaller each 
clone (including the one which is re- 
sponsible for the disease) will be. 
This is consistent with the fact that 
many people who suffer from auto- 
immune diseases—such as those 
who have been taking immuno-sup- 
pressive drugs in connection with 
other ailments—have simpler im- 
mune systems than normal. 

It also suggests that suppressing 
the immune system, now a standard 
treatment for such diseases, may be 
counter-productive. This is because 
it risks opening up ecological space 
in which the undesirable clone can 
breed. Instead, ways should be 
sought to make the immune systems 
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of patients more complex, thus squeezing 
out the clone in question. 

One way to do that would be to stimu- 
late those systems with antigens, in the 
form of vaccines. Previous research has 
shown that people who have been vacci- 
nated against tuberculosis and measles suf- 
fer less eczema (a mild auto-immune dis- 
ease of the skin) than those who have not. 
Indeed, many researchers suspect that the 
increase in eczema in rich countries is re- 
lated to the disappearance in those coun- 
tries of the bacteria, viruses and parasitic 
worms that gave the immune system other 
things to think about when it was evolving. 

If Dr Freitas is correct, it is unsurprising 
that modern medicine cannot cope with 
auto-immune diseases. It is heading in 
quite the wrong direction. “Simplify, sim- 
plify" may be a good maxim in human af- 
fairs, but in the natural world it is some- 
times the worst thing you can do. 





Digital audio 
Unjammed 


TOKYO 


RA TONGIS can be a lonely lot. They 
may get periodic traffic updates 
along with the news, chat and music from 
their car radios. With cell phones, they can 
even talk back to the outside world—asking 
for directions and apologising for being 
late. But, by and large, drivers are cut off 
more than most other groups of people 
from the torrent of information that per- 
vades modern life. And a good thing, too, 
some might say. 

Others would argue that drivers—and 
their vehicles—would benefit far more 
than, say, office workers or home dwellers 
from being in constant touch. Traffic data 
fed continuously to on-board navigation 
systems could do much to relieve conges- 
tion, save energy, reduce pollution and 
avoid costly (and ultimately fruitless) road- 
improvement programmes. With a data 
link to the manufacturer, faults in the car 
could be detected—and possibly cor- 
rected—on the move. A vehicle being stolen 
could inform the police immediately, even 
reporting its location. 

These are the goals of the Nihon Mobile 
Broadcasting Corporation, a joint venture 
that is to be set up shortly by Toshiba, 
Toyota and Fujitsu. The plan is to beam dig- 
itally encoded signals—starting with cp- 
quality news, music and navigation in- 
formation—from a satellite in a geosynch- 
ronous orbit (one that takes 24 hours, so 
that the satellite hovers over the same spot 
on the equator) to cars fitted with appropri- 
ate receivers. Later, Nihon Mobile intends 
to add video, diagnostics and Internet ac- 
cess to its digital broadcasting service. With 
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70m vehicles on the road, 
and traffic jams at every 
corner, Japan is consid- 
ered a perfect market for \ 


such a system. \ 
Nihon Mobile is not A \ 
the first outfit to try beam- X^ 


ing digital signals directly 
to motor vehicles. Though 
it was based on terrestrial 
rather than satellite broad- 
casting, ATAT tested a digi- 
tal audio service for cars in 
America back in 1995. Ever 
since, the Federal Com- 
munications Commission 
has been keen to auction 
licences for digital audio 
broadcasting to cars in the 
so-called s-band (around 
2.6 gigahertz). But American equipment 
makers have baulked at this frequency. 
They claim that s-band signals are too eas- 
ily blocked by things such as buildings, fo- 
liage and even street signs, making a mock- 
ery ofthe promise to provide pin-sharp cp- 
quality broadcasting. 

To get round the blockage problem, Ni- 
hon Mobile—which also plans to use the s- 
band frequency—will deploy lots of “gap- 
fillers”. These miniature relay stations will 
rebroadcast the signal down tunnels, be- 
hind mountains and into other areas that 
are out of the satellite's line of sight. Filling 
S-band's gaps in this way will not be cheap. 
The company is budgeting Y20 billion 
($150m) for gap-filling relay stations. 

If s-band is so prone to blockage, why 
bother to use it? Apart from its availability 
(it was allocated to mobile services by the 
World Radio Conference last year), s-band's 
main attraction is that it needs only tiny re- 
ceiving dishes, even to listen to a satellite 
parked 36,000km (22,500 miles) above the 
equator. Unlike the pizza-sized parabolic 
dishes used for satellite rv, an s-band an- 
tenna is a 5cm-diameter disc that costs pen- 
nies to make and can be mounted any- 
where. Better still, the tiny antennas can be 
whisked around at high speed, displaying 
none of the switching problems that plague 
cellular phones when users move from one 
cell to another. 

The system being developed by Nihon 
Mobile is based on a mobile broadcasting 
technology called Radi-Vision that has 
been pioneered by Toshiba. Though it uses 
only a narrow frequency band (between 
2.630 and 2.655 gigahertz) it can still squirt 
out 80 channels. And each channel is capa- 
ble of handling eight times as much in- 
formation as most modems used in com- 
puters today. 

The key to the high data rate and pris- 
tine quality of the broadcasting is the way 
that the data (music, multimedia, naviga- 
tional information or whatever) are com- 
pressed and checked for errors prior to 





transmission. Radi-Vision 
incorporates all the latest 
tricks of the trade, includ- 
ing the "Advanced Audio 
Coding" technology that is 
responsible for making 
the sound quality of the 
new Digital Video Discs so 
extraordinary. 

The three main inves- 
tors in Nihon Mobile are 
to be joined shortly by Al- 
pine, Denso, Kenwood, 
Nippon Television and 
Tokyo FM, who will supply 
the in-car equipment and 
much of the broadcast ma- 
terial. Another four com- 
panies will join later this 
year to help finance the 
satellite construction. The Y40 billion ven- 
ture aims to be up and running by 2001, 
beaming its signals to motorists seeking 
desperately to avoid the worst of Japan's 
notoriously snail-paced highways. 





Comets 


A long, hot 
shower 


A before Hollywood went into 
hyperdrive promoting the film "Deep 
Impact”, scientists agreed that the earth gets 
hit from time to time by objects from space 
that do it no good. Most researchers now 
accept, for example, that the after-effects of 
a collision with an asteroid or comet killed 
the dinosaurs (and many other creatures) 
about 65m years ago. 

As a rule, such earth-wrecking impacts 
are rare. But about 36m years ago, towards 
the end of an epoch known to historians of 
the planet as the Eocene, the earth seems to 
have received quite a peppering. Two large 
craters (one at Popigai in Siberia and one 
under Chesapeake Bay on America's east 
coast) and several smaller ones date from 
this time. A concentrated bombardment 
like this is puzzling, but a paper published 
in this week's Science sheds some light. The 
cause, it says, was probably a close encoun- 
ter between the sun and another star. 

The research was led by Kenneth Farley 
of the California Institute of Technology; 
his team included Eugene Shoemaker, a 
noted student of impacts, who died last 
year. The object of the research was the dis- 
tribution in late-Eocene rocks of a sub- 
stance known as helium-3 (He). 

Terrestrial helium is almost exclusively 
the result of radioactive decay. (Helium is 
such a light gas that any present at the 
earth's birth is presumed to have floated off 
into space aeons ago.) However, radioac- 
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tive decay usually produces the heavier 
form of the gas (known as He), so any ^He 
hanging around on the earth’s surface can 
be assumed to have come from elsewhere. 
Moreover, it is likely to have arrived not in 
a fiery impact, which would have gener- 
ated so much heat that any helium present 
would have been released into the atmo- 
sphere and thence into outer space, but in 
the space dust that rains down continu- 
ously through the air. 

If the late-Eocene bombardment were 
just a statistical freak, the amount of He in 
sedimentary rocks which formed in the 
Oceans at that time would not be expected 
tovary much (the incoming comets or aster- 
oids would not be adding to it). But if it 
were caused by something odd, which also 
increased the amount of space dust 
around, then the level of He in those rocks 
would be expected to increase. And it does 
increase, for a period of 2.5m years. 

The team considered various explana- 
tions of this increased quantity of dust, in- 
cluding collisions between asteroids and 
tidal effects caused by the whole galaxy. The 
one that seemed to match the data best was 
that the "Oort cloud"—the reservoir of com- 
ets that circles the sun beyond the orbit of 
Pluto—was disrupted by the gravitational 
force ofa passing star. This would have sent 
large numbers of comets spinning into the 
middle of the solar system. 
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Incoming! 


A few of those comets would inevitably 
have hit the earth. All of them, however, 
would have arrived in clouds of *He-rich 
cosmic dust, and the earth would have 
sucked up a lot of this dust, regardless of the 
fates of the comets responsible for it. Hence 
the anomaly in the rocks. 

Which star was the culprit is impossible 
to tell—36m years is too long ago to plot 


stellar movements with any certainty. Nor 
is the relationship (if any) between the mul- 
tiple impacts and the extinctions which ac- 
companied the end of the Eocene clarified 
by this discovery. But as an example of the 
ability of science to reconstruct the past 
from unlikely clues, the study stands as a 
worthy memorial to Dr Shoemaker. 








The trouble with bunnies 


S ANYONE brought up on Beatrix Pot- 
ter knows, farmers and gardeners 
don't like rabbits. But just how much 
damage Peter's real-life counterparts actu- 
ally cause has not, until now, been mea- 
| sured. This is because it is difficult to say 
how many rabbits visit any piece of land 
over the course of a year. Never fear, biolo- 
gists at Britain’s Ministry of Agriculture 
are on the case. A project run by Gordon 
McKillop at the ministry's Central Sci- 
ence Laboratory in York has been moni- 
toring rabbits’ appetites in detail. His 
method can now tell you, if you 
own a farm, just how costly a guest 
an individual rabbit is. 
Dr McKillop obtained his data 
by releasing known numbers of 
rabbits into enclosures containing 
various crops, and letting them live 
there for three years. By rabbit- 
proofing the enclosures with 
deeply entrenched fences, he pre- 
vented migration. As a further, very 
necessary, precaution to keep 
| numbers constant, all the rabbits 
in a given enclosure were of the 
same sex. 

In enclosures that contained 
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grass, each rabbit consumed about 130kg 
(285 lbs) of the crop during the course of a 
year. That reduced the yield of a hectare of 
crop by 0.5% and meant that the annual 
cost of each rabbit was £2 (a little over $3). 
Since wild populations of rabbits on 
grassland can exceed 50 animals a hect- 
are, the cumulative damage may be great. 

Not, however, as great as the damage 
to crops intended for human rather than 
animal consumption. Though the loss to 
a hectare of spring barley caused by a sin- 
gle rabbit was also around 0.5% of the 





crop, barley's higher value meant that this 
amounted to nearly £4 per animal. And 
the worst victim of all was wheat. Here the 
damage inflicted was £7.50 per rabbit per 
year; each animal reduced the yield of a 
hectare by 1%. 

Sadly, unlike his fictional counterpart 
Mr McGregor (who recommended pies), 
Dr McKillop has no simple remedy. 
Shooting and snaring are time-consum- 
ing and inefficient. Myxomatosis, a viral 
disease of rabbits that was introduced to 
Britain in the 1950s, failed to provide a 
long-term solution because the rabbits 
evolved resistance to it. And viral haem- 
orrhagic disease, a 1990s newcomer that 
looked promising, turned out to be 
useless because, even though it 
originated in China, British rabbits 
already had immunity to it (pre- 
sumably through previous expo- 
sure to a similar but as yet un- 
known European virus) The 
British rabbit population, mean- 
while, is growing at some 2% a year. 

Perhaps the answer is to en- 
courage foxes. Rabbits can make up 
almost 9096 of a fox's diet, and a 
couple of rabbits a day can keep a 
family of cubs in robust health. But 
the chicken farmer next door may 
see things differently. 
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Disney's high kicks on 


Broadway 


NEW YORK 


Walt Disney's wide-ranging influence on the New York musical 
reflects a profound change in the genre 


pur stage version of "The Lion King" is 
currently one of Broadway's biggest hits 
and may well win the coveted Tony award 
for best musical on June 7th. At the same 
time "Beauty and the Beast", which recycles 
another Disney animated film, is storming 
into its fifth year on the New York stage. 

This is the visible face of the Disney 
company's New York success. But the Dis- 
ney influence goes deeper. The main rival 
to "The Lion King"—for both audiences 
and Tonys—is “Ragtime”, a musical spec- 
tacular showing on the other side of 42nd 
Street from the lavishly renovated New 
Amsterdam Theatre, home of "The Lion 
King". The Disney influence on "Ragtime" 
comes in the shape of Michael Ovitz, for- 
mer Hollywood super-agent and, for a 
brief, inglorious but lucrative period, presi- 
dent of Walt Disney. Mr Ovitz recently be- 
came chairman of Livent, the production 
company for “Ragtime”, and in April in- 
jected $20m into the business. 

Livent is in need of some Disney-style 
commercial nous. Last year its losses of 
$30m wiped out all the profits it had made 
since 1993, the year it went public. Livent 
has yet to recoup the $40m-50m it has put 
into the Broadway and other productions 
of “Ragtime”, even though the show is 
wowing the public with a lavish historical 
cavalcade of America that is earnest, politi- 
cally correct and well-performed, but (like 
“The Lion King”) lacks a classic score to 
match, say, “My Fair Lady”. 

The Disney influence is strong in the 
development of new shows too. Disney's 
own next stage project is expected to be a 
modern version of “Aida”, the Verdi opera 
of love in ancient Egypt, while a Disney-i- 
censed “Hunchback of Notre Dame” is 
scheduled to begin showing in Germany in 
the autumn, before moving elsewhere. 

A stage version of another bit of ancient 
Egypt that is being talked about also has a 
Disney flavour. It is planned as a follow-up 
to the December release of “Prince of 
Egypt”, an animated musical film about 
Moses that comes from the DreamWorks 
group, one of whose founders is Jeffrey 
Katzenberg, who was formerly in charge of 
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Disney cartoons. 

To some extent, the Dis- 
ney influence is filling a 
vacuum left by the failure 
of the London stage, so 
long a source of fresh musi- 
cals, to come up with new 
hits. Ofthe dozen or so mu- 
sicals to have opened in 
New York over the past 
year, not one was British. 
The stream of pop operas 
from Andrew Lloyd Web- 
ber and the team of 
Claude-Michel Schonberg 
and Alain Boublil has 
dried up. Lord Lloyd 
Webbers latest musical, 
"Whistle Down the Wind", 
based on the eponymous 
1961 British film about a fu- 
gitive thought to be Christ, 
was closed out of town be- 
fore it ever reached New York. Rethought 
and rewritten, it is to be tried again in Lon- 
don in July. 

Lord Lloyd Webber' earlier produc- 
tions of “By Jeeves” and “Sunset Boule- 
vard” also failed to hit the jackpot in either 
city, as did the most recent Boublil and 
Schonberg production, “Martin Guerre”. 
The last British musical hit in New York 
was “Miss Saigon”, and that first appeared 
in 1989, though longer-running predeces- 
sors like “Cats”, “The Phantom of the Op- 
era” and “Les Misérables” continue to draw 
audiences in both London 
and New York. 

London's new musicals 
today either come from 





New York (the Olivier | New York London New York London 
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closely (and leadenly) to 


The greatest shows on earth 
Successful musicals in New York and London 





Dancing for joy 


well-worn formulae—like the stage version 
of the John Travolta film “Saturday Night 
Fever”, which is currently at the London 
Palladium, or the forthcoming stage ver- 
sion of yet another Travolta vehicle, 
“Grease”, which is designed to coincide 
with a re-release of the film. 

London is not immune to the Disney 
influence either. The British production of 
“Beauty and the Beast" holds this year's 
Olivier award for the best new musical on 
the London stage, and a production of 
“The Lion King” is scheduled to open in 

















Weeks running in: Total attendance, m: 


— 


= Was sere 
m - 1 


X. i AL LS 


MOREOVER 





Noteworthy 


BROADWAY BABIES Say GOODNIGHT. By Mark Steyn. Faber & Faber; 336 pages; £20. 
ENCHANTED EVENINGS: THE BROADWAY MUSICAL FROM SHOW BOAT TO SONDHEIM. By Geof- 


frey Block. Oxford University Press; 400 pages; 


$35 and £25. 


THE NEW AMSTERDAM: THE BIOGRAPHY OF A BROADWAY THEATRE. By Mary Henderson. Hy- 


perion; 192 pages; $75 


NUMBER of recent books have in- 

voked nostalgia for the musical as it 
used to be. In "Broadway Babies Say 
Goodnight", Mark Steyn is convinced 
that the era of great musicals is over. In 
making his point he serves up a tasty stew 
of facts, gossip, lyrics and pun-filled opin- 
ions (" .. . the King an’ die", “Lerner when 
you're low") in a style that itself gets rather 
showy on occasions. 

Mr Steyn offers a very selective 
overview of the past 70 years of 
Broadway musicals. He applauds 
the shows of the 1930s and 1940s 

when there were stars, jokes, 
dances and even dialogue, most of 
which he finds in short supply in 
today's lugubrious offerings. Any- 
thing before 1927, however, the 
year that "Show Boat" opened in 
New York, receives rather spotty 
treatment. 

There are references to the spar- 
kling Princess Theatre musicals of 
Jerome Kern, P.G. Wodehouse and 
Guy Bolton in the 1910s, and a nod 
to George M. Cohan and Victor 
Herbert in the 1900s. But Mr Steyn over- 
looks the significant influence in the 
1920s of operettas like "Rose-Marie", 
"The Student Prince" and “The Desert 
Song". He is similarly neglectful of the 
way in which such shows, when artfully 
blended, helped to produce the admira- 
ble works of Rodgers and Hammerstein 
in the 1940s and 1950s. 

He has a gleeful time damning the 
modern London pop-operas (from “Cats” 
to "Martin Guerre") for their slushily 


overromantic and under-characterised 
banalities. All in all, British works fare 
badly. No reference is made to Gilbert & 
Sullivan's “H.M.S. Pinafore”, for example, 
nor to "The Mikado", very much the Vic- 
torian equivalents of "Cats" and "The 
Phantom ofthe Opera", all ofthem hugely 
successful British exports. Gilbert is dis- 
missed as a “light versifier”. 

In "Enchanted Evenings", Geoffrey 
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Disney’s Michael Eisner on opening day 


Block, a professor of music in Tacoma, 
Washington, offers an interesting, if 
somewhat dry, academic analysis of sev- 
eral key musicals. He sketches in their 
conception and then goes on to a some- 
times bewildering study of their dotted 
rhythms and inverted sevenths. 

The thickest chapters dwell on shows 
with the best music, like “Porgy and Bess”, 
now universally performed as a grand op- 
era, or the dance-rich “West Side Story”. 
But in explaining “Parthy’s dissonant 


augmented fourth, or tritone”, Mr Block 
manages to make a musical like “Show 
Boat” seem accessible only to graduates of 
a conservatoire. 

Some readers may wonder how many 
of the Tin Pan Alley tunesmiths he cites 
consciously composed along these 
thoughtful lines. For them it was a ques- 
tion of “doin’ what comes naturly", as Ir- 
ving Berlin’s Annie (Get Your Gun) put it, 
aided by a phalanx of helpful orches- 
trators and dance and vocal arrangers. Mr 
Block does, however, examine several 
shows that he believes deserve revival 
(Kurt Weill’s “One Touch of Venus”, for 
instance), and he realises that the current 
vogue for restoring lots of previously cut 
numbers in the more classic musicals is 
best reserved for recordings. 

“The Lion King”, a big Broad- 
way hit, is currently housed at the 
spectacularly restored New Am- 
sterdam Theatre, an Edwardian 
jungle of Art-Nouveau lavishness 
built in 1903. The theatre’s history 
is told in a lusciously produced 
volume in which pretty Follies girls 
predominate—naturally enough, 
as this was showman Florenz Zieg- 
feld's temple from 1913 to 1927. Be- 
fore, after and in between came 
Shakespeare, melodramas, operet- 
tas, smart revues and musical com- 
edies, together with midnight fro- 
lics on the roof garden of what was 
called “the house beautiful". 

Like some of the costumes depicted, 
Mary Henderson's text is a bit skimpy, but 
the many images add to the book's airi- 
ness—for instance, postcards advertising 
"The Merry Widow" on its New York dé- 
but, fanciful Joseph Urban set designs, 
and many photographs and designs of | 
the heroic restoration led by Hugh Hardy, 
a noted architect of the theatre. Some 
kind friend should give it to Mr Steyn: it 
would remind him of the golden years he 
SO misses. 








London in June next year. 

Disney is high kicking on to Broadway 
at a time when the theatre in America is 
more popular than ever before. Figures for 
the 1997-98 season from the League of 
American Theatres and Producers show 
both attendances (at 11.3m) and receipts (at 
$545m) setting records. And musicals ac- 
counted for the bulk of that, typically for 
some 80% of Broadway’s revenues. 

Needless to say, New York had its share 
of musical flops during the season. But they 
were, in general, shows that lacked the es- 
sential ingredient of all Disney-branded ex- 
periences—they were ill-suited for a family 
outing. New shows that came and went in- 
cluded “The Capeman”, a musical with an 
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unusual pop-Latino flavour by Paul Simon 
which failed to draw audiences into its de- 
pressing story of a Puerto Rican gang mur- 
derer. “Side Show”, with even better music 
by Henry Krieger and more critical ac- 
claim, could not surmount the public's ap- 
parent distaste for its subject matter: Sia- 
mese twins. “Triumph of Love” dared to set 
tunes toa brittle Marivaux play and did not 
last. Another trip to 18th-century France, a 
pop-opera version of “The Scarlet Pimper- 
nel”, is still on but does not look to have the 
stamina of a long-running hit. 

For some, Disney's success reflects a 
wider change on Broadway itself. The shift, 
from musical melodramas like *The Phan- 
tom of the Opera" and "Jekyll & Hyde" to 


lavish spectacles that resemble panto- 
mimes for children of all ages, coincided 
with a shift in the character of Times 
Square and 42nd Street. Con artists and 
muggers, the pornographic cinemas and 
bookshops have all had to relocate. 

A Warner Bros store now sits opposite a 
Disney store. The New Amsterdam has a 
warm, family-friendly boutique selling all 
sorts of Lion King memorabilia. The ad- 
vertising billboard of a camel blowing 
smoke rings from a Camel cigarette has 
gone. In its place are teenage models wear- 
ing very little Calvin Klein underwear. For 
many, it looks as if the infantilism of Holly- 
wood has washed up on Broadway. 
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South African drinking rites 
Splat 


JOHANNESBURG 


ERE'S a typical white male South Afri- 
can drinking game: take a fresh pat of 
buffalo dung, lay it on the bar and add wa- 
ter to make it nice and sloppy. All the lads 
in the boozing group then place their chins 
on the bar, as close to the dung as possible, 
and the barman slaps the mess as hard as 
he can. The man with the fewest blobs of 
excrement on his face has to buy the next 
round. “Spots”, as this merry diversion is 
known, was invented by macho game war- 
dens and is popular wherever beer and buf- 
falo are plentiful. If there are no buffaloes, 
you can play a different game with the 
droppings of the kudu, a large antelope 
with twirly horns. Contestants place a pel- 
let of dried kudu waste in their mouths and 
see how far they can spit it. Distances of 20 
metres have been recorded. 

Black South African drinking games are 
both more dignified and more dangerous. 
For example, when clans of the Zulu or 
Shangaan tribes meet up for weddings or 
other big celebrations, the men often hold 
fights with big sticks to see who is the stron- 
gest. The warriors who lose have to serve 
drinks to the winners, if they can still walk. 

All in all, South Africa is an easy place to 
get sloshed. The wine is palatable and 
cheap by world standards. German-style la- 
ger, whether local or imported from Na- 
mibia, is tasty and always well-chilled. Afri- 
can-style thick, lumpy sorghum beer, often 
home-brewed, costs only a rand or two a li- 
tre. For a sharper kick, a spirit called 
mampoer is recommended. The fruit of the 
marula tree, from which it is usually made, 
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is best known for fermenting inside ele- 
phants’ stomachs, causing the great pachy- 
derms to blunder drunkenly into trees. 

There is, however, a darker side to all 
this jollity. Since apartheid ended, alcohol 
consumption in South Africa seems to have 
got out of control. In 1994, South Africans 
drank about five litres of pure ethanol 
equivalent per head. A department of 
health report released this month esti- 
mated that the figure is now twice that, 
putting the country narrowly behind such 
heavy-swilling nations as France (11 litres) 
and Luxembourg (12 litres). 

It is not clear how much of this growth 
is real, and how much is due to more accu- 
rate data-gathering. But there is no doubt 
that unhealthy drinking is unusually com- 
mon in South Africa. Some of the Western 
Cape’s rampant alcoholism can be traced 
back to the Cape vineyard owners’ old 
habit of paying their Cape Coloured work- 
ers partly in wine. But drunkenness is na- 
tionwide: according to the South African 
Health Review, 30% of urban adults imbibe 
dangerous quantities of alcohol. 

Unemployment is high and millions of 
black South Africans have little to do but 
unscrew bottle caps and tug at ring pulls. 
During the struggle against apartheid, 
township youths would gather eagerly in 
secret shebeens (illicit pubs) to plot revolu- 
tion. Now, the shebeens are open, legal and 
filled with those who feel that the revolu- 
tion has failed them. 

For the poor, drunkenness is particu- 
larly dangerous. Squatter camps are often 
built on wasteland beside major roads, so 
their residents sometimes have to brave 
75mph traffic on foot to reach the nearest 
liquor store. Walking back intoxicated at 
night, many are knocked down. 

Whites are less likely to beunemployed, 
but nowadays they worry con- 
stantly about crime. And their 
fear of violence often makes 
them prefer to drive home 
inebriated than to brave the 
pavements after dark. The 
combination of sozzled driv- 
ers and paralytic pedestrians 
gives South Africa a road 
death toll, per mile travelled, 
that is ten times higher than 
America's. About two-thirds 
of the 10,000 people who died 
on the nation's highways last 
year were either drunk or were 
killed by drunkards. 

In the bad old days of 
apartheid, South Africans fret- 
ted that they could not sell 
their wine or beer to anybody 
else. Now, the trouble is they 
seem to be buying too much of 
the stuff themselves. And play- 
ing dangerous games. 
eee 
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Art as product 


Love the brand; 
get the picture 


N MAY 14th, Andy Warhol's silkscreen 

painting entitled “Orange Marilyn” 
was sold at Sotheby's for $17.3m, a record 
for the influential artist. The price fetched 
by the instantly recognisable Warhol 
"product" will have encouraged many of 
today's young artists. For, like Warhol, they 
increasingly treat themselves, and not just 
their art, as products. They want to make 
themselves into brands so that their mere 
names conjure up a host of assorted values 
which (they hope) will lure consumers into 
buying their output. 

Historically, there have always been 
branded artists, and Warhol (a travelling 
exhibition of whose work opens at Lon- 
don's Barbican Gallery on May 28th) was 
but the most notorious recent example. 
Monet was arguably a brand too (sweet, 
fuzzy, flower lover) in the sense that his per- 
sona was part and parcel, in the public's 
mind, of his work. But in Monet's time 
branding was something that grew, almost 
organically, out of the artist's work; these 
days it is something that gets imposed from 
outside almost before there is any work. 

Talk today to art-school graduates and 
at some point the conversation will turn to 
the pressure they feel to create a brand. Ask 
them why, and the most common answer is 
that the market demands it. In the age of 
information overload, the only way 
through the sheer volume of cultural prod- 
uct is to scream out with a brand. 

One art professor claims that today's 
gallery-goer has an average attention span 
of five-to-ten minutes for any one work of 
art; within that time he wants to figure out 
what the work is about, pat himself on the 
back for getting the message, and move on. 
He does not want the kind of experience 
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Matisse was after when he said he loved his 
Cézanne because, after 40 years, he was fi- 
nally beginning to feel he understood it. 

This means either that a work of art has 
to be relatively uncomplicated, or what the 
artist stands for has to be so well-known be- 
forehand that the viewer starts from an in- 
formed position. “Right. Rachel Whiteread. 
She does the ghostly casts of buildings and 
objects which are about memory and the 
absence of presence.” 

The plethora of vaguely theme-based ex- 
hibitions (the “Sensation” show at the 
Royal Academy last year being the most ob- 
vious example) can be traced back to the cu- 
rators’ collusion in the branding move- 
ment. Though their work is actually quite 
disparate, artists featured in that exhi- 





Sinatra and friends 


bition—for example, Tracey Emin, Damien 
Hirst, Sarah Lucas, Jake and Dinos Chap- 
man—can be bunched together under the 
brand “Young British Artists", or YBAs, be- 
cause they eat dinner together, work to- 
gether and support each other. 

Whereas previously the organising 
principle of such a grouping would have 
demanded that the work itself be related, 
by either technique or philosophy, now it is 
enough that the people socialise. It is per- 
haps not surprising that the man responsi- 
ble for the rise to public prominence of 
such a group, Charles Saatchi, is himself an 
advertising guru. Nor that Andy Warhol 
was, first of all, a commercial artist whose 
shoe advertisements won prizes long be- 
fore Marilyn hit the silkscreen. 


The playmates of an only son 


RAT PACK CONFIDENTIAL By Shawn Levy. Doubleday; 272 pages; $23.95 


AUREN BACALL gave birth to the Rat 
Pack Formerly known as the Clan, 
Frank Sinatra's band of seedy buddies once 
turned up so frazzled at a Noel Coward 
opening in Las Vegas that Ms Bacall said 
they looked "like a goddamn rat pack". The 
name stuck. 

They were an odd bunch: two Italian- 
Americans (Frank Sinatra and Dean Mar- 
tin), a one-eyed black Jew (Sammy Davis Jr), 
a sleazy British toff married to a Kennedy 
(Peter Lawford), and a stand-up comedian 
(Joey Bishop) who had even less clout than 
the lightweight Lawford. Yet for a few short 
years in the 1950s and 1960s they domi- 
nated show-business. 

They were synonymous with entertain- 
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ment in Las Vegas and owned a fair chunk 
ofit; they were pally with the Mob and cosy 
with the Kennedys, and you crossed them 
at your peril. Frank Sinatra, according to 
Shawn Levy, came to see himself in Mafia 
parlance almost as a “made man", a man to 
whom the hoods guaranteed protection. 

The fact that he was on first-name terms 
with some members of the Mafia certainly 
made the crooner a man to be feared. That 
things got done Frank's way in Tinseltown, 
in Vegas and in Tin Pan Alley, was because 
people thought they knew who stood be- 
hind him—and it was not the fresh-faced 
Senator Jack Kennedy from Boston whom 
he later backed for president. 

Mr Levy does not quite say so, but every- 


thing depended on Frank. He was in a dif- 
ferent league from the others. He was a bet- 
ter singer than Martin and a better actor 
than any of them. The Rat Pack was incon- 
ceivable without him; the rest were mem- 
bers because they were Frank's buddies. 

The Rat Pack was never a formal club 
with rules and dues, though it had its own 
private vocabulary. Members hung out to- 
gether because they liked each other and, 
from time to time, membership was ex- 
panded to include the likes of Shirley 
MacLaine. All that mattered was that mem- 
bers share Frank's views, political and oth- 
erwise. If that came naturally, nobody had 
a problem. When Frank was backing JFK for 
president, for example, and Sammy Davis's 
planned marriage to a Swedish actress, 
May Britt, might have hurt the senator in 
the South, Davis agreed to postpone the 
wedding until after the election. 

Together, the Rat Pack made several 
movies ("Sergeants Three", "Four for 
Texas", *Robin and the Seven Hoods") that 
were memorable for the numbers in their 
title. With Sinatra, the leading actor, reput- 
edly turning up on set for only a short time 
each day, it is a wonder that any of them 
was completed. Though Sinatra and Mar- 
tin did appear in some distinguished films 
individually (such as "From Here to Eter- 
nity" and "Rio Bravo") they never made 
anything of quality together. 

Mr Levy's book belongs to the invisible 
fly-on-the-wall school of journalism. He has 
been everywhere and heard everything, 
even in places where it is hard to believe 
anybody could have penetrated. Who was 
present, for example, when Johnny For- 
mosa, a petty hoodlum, advised his boss, 
Sam Giancana, "Let's show these asshole 
Hollywood fruitcakes that they can't get 
away with it... Let's hit Sinatra. Or I could 
whack out a couple of those other guys, 
Lawford and that Martin?" And what is the 
reader to make of a curious chapter mid- 
way through the book called “I feel dirty"? 
It does little but list name upon name, al- 
most all of them women, though it also in- 
cludes the names of the actors Sal Mineo 
and Keenan Wynn. 

The Rat Pack has found an appropriate 
spokesman in Mr Levy, a writer awestruck 
that Sinatra's soul was "capable of such 
god-like breath", and who does not pussy- 
foot about the day that JFK was killed: “Jack 
Kennedy h'd had his brains splashed over 
his wife's pink suit," he writes. 

Mr Levy is best on the early days, before 
the Rat Pack was formed. Frank Sinatra, for 
instance, was unusual among Italian- 
Americans in being an only son. It made 
him gregarious in ways that others of his 
kind did not need to be. His friendships in 
the big bands, where he began, and ulti- 
mately in the Rat Pack itself are seen as 
ways of compensating for this. 
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the international MBA at 


mii the Ecole Nationale des 


Ponts et Chaussées (founded in 1747) 





The MIB is a 13-15 month MBA programme in English 
at one of the most prestigious Grandes Ecoles in 
France. The MIB culture is international, innovative and 
entrepreneurial, fostering a strong sense of ethics and 
contribution through business. 


Global Vision : participants choose European, American or Pacific 
Basin options combining study in Paris with programmes and 
professional experience abroad. 


International Faculty : drawn from a roster of outstanding 
professionals and entrepreneurs from around the world. 


Multicultural Environment : 60 students represent an average 
of 25 nationalities. ENPC is located in the heart of Paris. 


Entrepreneurial Spirit : students build their own curriculum 
based on their professional objectives and the overall framework 


3 


M.I.B. Admissions, E.N.P.C. Graduate school of International 
Business, Ecole Nationale des Ponts et Chaussées, 

A^ rue des Saints-Péres, 75343 Paris Cedex 07, France 
Tel : (33 1) 44 58 28 52 m Fax: (33 1) 40 15 93 47 

& 3 http://www.enpc.fr/mib/pres.htm 

mib.admit@paris.enpc.fr 







e pes ponts ETCHAUSSEES IN BUSINESS TO MAKE A BETTER WORLD 


UNOPS 
INVITATION TO BID 
OPS-98-93-60073 
ARGENTINA 
CENTRAL BANK OF ARGENTINE REPUBLIC 


The United Nations Office for Project Services (^UNOPS") on behalf of the 
Central Bank of the Argentine Republic, (the *Bank") invites all those interested 
clegible firms to present proposals for the provision of services relating to the 
Upgrading of Bank Communication Access Services and the provision of a Parallel 
Processing Site, under UNDP project ARG/97 /028 signed between UNDP and 
the Central Bank of Argentine. This activity is financed by the Bank's own 
resources; the budget for this activity is approximately US$4,000,000. 


Interested cligible firms may obtain further information and inspect the bidding 
documents at the addresses listed below. A complete set of bidding documents, 
available in Spanish only, may now be obtained by interested cligible bidders upon 
the submission of a written application to either address listed below and upon 
payment of a non-refundable fee of US$ 500 or its equivalent in Argentinian pesos 
for cach bid package. Please make check payable to the UNITED NATIONS 
DEVELOPMENT PROGRAMME. 


The present bidding exercise will be based on a two-s 
in the bidding documents), The first stage consists o 


tp 6 iiio (fully detailed 
f the submission of Technical 
Proposals which will be reviewed for their acceptability. The incorporation of any 
revisions, additions and/or clarifications of technical specifications deemed 
necessary as a result of this preliminary evaluation is required for qualification to the 
following stage. The second stage consists of the evaluation of those Financial 
Proposals which fully comply with the prevailing technical specifications. 


The closing date for submission of bids and the corresponding public bid opening 
will be 20 July 1998 at 16:00 hours (local) in Buenos Aires, Argentina. Proposals 
are to be submitted to the UNOPS Buenos Aires Office only, at address (2) listed 
below. 


(1) United Nations Office for Project Services (2) Programa de las Naciones Unidas 
Procurement, LAC Division para el Desarrollo (PNUD)/UNOPS 
220 East 42nd St., 15th Floor Esmeralda 130, Piso 13 
New York, NY 10017, U.S.A. (1035) Buenos Aires, Argentina 
Attn: Mr. Antonio Ponce Attn.: Srta. María Cristina Circo 
Fax: (212) 906-6905 Fax: (541) 320-8792 
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Litigation Bag. 











22x 1d x 8" 
Walnut or black leather $1050. 










Here’s an enormous brief- Our Traveler’s Briefcases 









case that can double as your double as your laptop bag. 
suitcase. It can carry letter- Your laptop's protected by 
size manila file-folders and our padded, Flexible Un- 
letter-size binders stacked — wreckable™ frame. 
vertically, side-by-side. It's — Twelve of us work together 





a ‘legal’ carry-on. to design and make Glaser 


Travel Goods in our San 
Francisco studio. We sell 
direct to you. Please call 
for our free catalog. 


(GLASER DESIGNS 


TRAVEL Goops MAKERS 
32 OTIS ST. SAN FRANCISCO, CA 94103 


PHONE 415-552-3188 FAX 415-431-3999 
TOLL FREE 800-234-1075 ECON@GLASERDESIGNS.COM 







You can pack your suit and 
shirts wrinkle-free in your 
22" Litigation Bag with 
Glaser Insider™ dividers. 
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SERVICES 


Regional 
Development Policy 


RFP 45098 


The Department of Contract and Management Services 
(CAMS) on behalf of the Department of Commerce and 
Trade, is seeking individuals or organisations with world 
class expertise in regional policy development to assist with 
the preperation of a comprehensive Regional Development 
Policy for Western Australia. 


Further information is available from Chris Fitzhardinge at 
the Department of Commerce and Trade, telephone 
+61 8 9327 5607, email chfi@dct.wa.gov.au 


Documents: (RFP 45098) are available from the 
CAMS Tenders Office, DUMAS House, 6th Floor, 2 
Havelock Street, West Perth, WA 6005 or by contacting 
the following numbers (08) 9222 5498 (08) 9222 5201 or 
E-mail: tendersoffice@cams.wa.gov.au Facsimile: 
(08) 9222 5666 or online at the following internet address: 
WWW.Cams.wa.gov.au 


Closing date: Friday, 12 June 1998 at 2.30pm WST at 
CAMS West Perth, Western Australia. 
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Frank Sinatra 














HE story goes that Frank 

Sinatra asked John Paul II to 
hear his confession. The pope 
declined, despite Mr Sinatra’s 
promise to see him right. The 
story may have been made up, 
perhaps by Mr Sinatra’s own 
publicists; little that is reported 
about showbiz can be taken on 
trust. But it sounds right. Frank 
Sinatra liked to say he dealt only 
with the best, and the best could 
be bought or intimidated like 
anyone else. The great singer 
would give his greatest perfor- 
mance, this time to God, re- 
counting how the ten com- 
mandments, the seven deadly 
sins, had been broken: his way. 

Mr Sinatra did meet a prede- 
cessor of John Paul at a reception 
in Rome. This pope did not 
seem to have heard of him be- 
fore and politely inquired what 
operas he had sung in. Such ig- 
norance; but it has no doubt 
been shared this past week by 
many in the world's younger 
generations, baffled by the huge 
headlines and the yards of arti- 
cles about Mr Sinatra in news- 
papers, and the hours about him 
on television. Who was this octo- 
genarian getting all the atten- 
tion? That was the immortal Or 
Blue Eyes, darling. Newspapers 
and television are mostly run by 
the middle-aged middle class, 
and Frank Sinatra was part of 
their youth. 

Go back to the 1960s and 1970s. There were the Beatles and 
the Rolling Stones, of course, twanging their guitars and shout- 
ing themselves hoarse, and Elvis lewdly rotating his pelvis. But 
the Sinatra light baritone backed by a thousand strings was pre- 
ferred by those who still liked to dance cheek to cheek. The words 
were often banal, but don't laugh; lose yourself; it's schmaltz that 
makes the world go round. Al Jolson produced the same effect, 
and in the 1920s was an idol too, down on his knees crying for 
“Mammy”. It seems unlikely that Jolson and Sinatra were faking 
it. Much has been made of Frank Sinatra's short temper, his in- 
tolerance of criticism, his links with gangsters, but this may only 
prove a point. "Sentimentality is a superstructure covering bru- 
tality," wrote Carl Jung. 


Romance was not enough 


Was that then the secret of Frank Sinatra's success, a listenable 
voice and a reputation for roughness? His longevity must have 
helped. He was born in a slum district of New Jersey to Italian 
immigrants (father a fireman, mother a nurse) and had a first- 
generation American's determination to succeed. He never will- 
ingly retired and had to be carried off the stage in 1994 when he 
collapsed in the middle of singing “My Way". 





Francis Albert Sinatra, the voice of 
an era, died on May 14th, aged 82 


Other singers had their mo- 
ment of fame and were quickly 
gone, but he endured. When Mr 
Sinatra was making his first 
records with the swing bands of 
Harry James and Tommy 
Dorsey, the foremost pop singer 
in America was Bing Crosby. He 
seemed unsurpassable in popu- 
lar esteem. He had an easy and 
wholesome style. Pope John Paul 
would have had no problem 
with Crosby. Frank Sinatra sang 
the same ballads, but made 
them sound sexier. Crosby, you 
felt, would be happy with a kiss; 
Sinatra sought possession of the 
whole body. Cole Porter de- 
manded to know why he sang so 
many of his songs if he did not 
like the way they were written. 
But Frank Sinatra had captured 
the public's new mood for licen- 
tiousness rather than mere ro- 
mance, and received the reward 
of fame and money. 

You could not get away from 
him. There were dozens of films, 
most of them forgettable. Ac- 
cording to Billy Wilder, a film di- 
rector, Frank Sinatra had talent 
but did not have the discipline 
to be a great actor. He had a 
fleshy private life that was re- 
markable even for Hollywood. 
There were many affairs and 
four marriages. A reporter asked 
him what he looked for in a 
woman. "A sense of humour," 
he said. His fourth wife, Barbara, had been married to one of the 
Marx brothers. 

It was not much fun for the reporters whose job it was to 
follow him around. They were, he said, “a bunch of fags”, and the 
women were “hookers”. Frank Sinatra needed continuous pub- 
licity to stay ahead, but loathed the stories he could not control. 
People were only mildly interested in accounts of his concerts 
for charity. They were absorbed by his appearance before a com- 
mission investigating his links with organised crime, which he 
denied. “Bugsy Siegel? He's a gangster?” They were incredulous 
about a report that he washed his hands obsessively, especially 
when an obliging newspaper pointed to a reference in "Mac- 
beth": "What, will these hands ne'er be clean?" After that he was 
called Lady Macbeth, at least behind his back. 

There was an unpleasant side to Frank Sinatra, and more 
dirt will probably come out now that he is beyond the protec- 
tion of libel laws and the mob. More important though, much 
more than this, may be that he characterised an era. It was a less 
gentle time than Crosby's, but not that different. Frank Sinatra 
sang about a mating game in which men and women played 
their timeless roles. Today's pop singers, with their hermaphro- 
dite looks, their taste for drugs and violence, suggest a darker era. 
Or so it may seem to the middle-aged who write about them. 
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It's no accident that the most practical 


MBA is also the most powerful 


Ashridge 
Executive 
MBA 


Ashridge’s one and two 





year MBA programmes 
are designed for experienced managers and 
based on real-life assignments and a major 
strategic consultancy project. Small class 
sizes, faculty who are all experienced 
businesspeople, an international participant 
mix and a strong focus on personal 
development add up to a powerful 


preparation for the challenge of leadership. 


Don't leave your career development to 


chance — talk to Ashridge. 


Doris Boyle or Jane Tobin 

Telephone: *44 (0)1442 841143 
Facsimile: *44 (0)1442 841144 
e-mail: doris.boyle@ashridge.org.uk 
Internet: http://www.ashridge.org.uk 


Quoting Reference: E23/5/98 


Ashridge 
Ashridge Management College 
Berkhamsted 


Hertfordshire HP4 INS 


England 





ihe international centre for management and organization development 





[HE ECONOMIST MAY 23RD 1998 


FINANCIAL SEMINAR 
FOR SENIOR MANAGERS 


Improve your knowledge 
of financial principles 


You might have reached the stage in your career where 
you need a more detailed knowledge of finance. If so, this 
intensive five-day programme is for you. 

If you are a senior manager in a technical, administrative 
or marketing function you probably do not have a financial 
background. However, you may now find that you need to 
make decisions based on an understanding of detailed 
financial data. 

Through London Business School's philosophy of 
'Excellence Through Learning', our world-renowned finance 
faculty is committed to equipping you with a sound 
knowledge of financial principles which you can put into 
immediate and practical use. 

Our Financial Seminar for Senior Managers enables you 
to: decode published financial statements; complete financial 
analyses; carry out project appraisals and valuations; 
understand the relationship between financial and other 
markets, set financial objectives and use financial analysis to 
project future company profit and cash flow. In other words, 
you will acquire a thorough understanding of accounting and 
corporate finance. 

These days, a senior management position usually means 
financial responsibility. After this programme, you will be 


ready to take it on. 


For full details including programme dates, return the coupon or contact 
Praful Patel, Executive Education, London Business School, Sussex Place, 
Regent's Park, London NW1 4SA, UK. Telephone: +44 (0)171 706 6836 
Fax: +44 (0)171 724 6051. e-mail: execinfo@ibs.ac.uk 


Mr/Ms First Name _ 
Family Name 
Job Title 


Company _ 
Address 








email _ 


Please tick this box if you would like further 

information about our Executive Education 

Programme Portfolio. |_| 

London Business School exists to advance learning and research in business and management 
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The International 
Master s in 
Management 





An innovative executive MBA 


A joint venture of three top business schools: 
Krannert Graduate School of Management, 
Purdue University, USA. 

Tias business school, Tilburg University, The Netherlands. 





Management Development Centre, Budapest University 
of Economic Sciences, Hungary. 


Two degrees: 
a European MBA and a US Master’s in Management. 


AACSB accredited. 


This executive program is as international as you can get: 


participants, locations, world class faculty, curriculum, 
Case studies, projects and degrees. 


Unique schedule: 
seven two-week sessions spread over a 
two-year period at three different locations. 


Internet-supported communications while off campus. 


Start: 
January 1999. 


For more information: 
Purdue University, Phone: +1 - 765 - 494 77 00, 
Fax: +1 - 765 - 494 08 62, Mail: Rapisarda@mgmt.purdue.edu 


Tilburg University, Phone: +31 - 13 - 466 31 44, 
Fax: +31 - 13 - 466 30 64, Mail: Tias.imm@kub.nl 


BUES, Phone: +36 - 1 - 210 02 31 
- 210 42 49, Mail: MFindrik@mmail.vki_bke hu 


Internet: http://tias.kub.nl/information/imm 
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Zentrum für Europáische Integrationsforschung 
Rheinische Friedrich-Wilhelms-Universitát Bonn 


"Advanced European Studies Program" 
1998/99 


A course making you familiar with the development and perspectives of 
European Integration. Main topics are: the history of European 
integration; the institutional system in the EU; EU law; foreign policy 
and international economic relations. 


Taught in English by an international faculty the program prepares for 
careers in the European administration, business, or politics. Duration: 


> 


15 October 98-31 May 99 followed by an internship (2-3 months). 


Applicants must hold a German or foreign University degree in Political 


Science, Economics. or Law. 


Tuition fees are DM 10,000. Several Scholarships are available. 
Participants will be selected by July 15, 1998. 


For more information: 


PD Dr. Stefan Fröhlich 
ZEI Walter-Flex-Str. 3 
53113 Bonn 
Germany 
Tel.: ++49 / 228 / 73 18-98/-99 
Fax: ++49 / 228 / 73 17 91 
E-mail: usi00007(@ibm.rhrz.uni-bonn.de 


Applications must be submitted by June 26th 1998 


g NIMEA 





THE ASSOCIATE INSTITUTE Ol 
FHE UNIVERSITY OF BRADFORD, UK 





^  ANIMBAS-Bradford “~~ 


MBA degree is a powerful 
boost for your business career 


NIMBAS, as the Associate Institute of the University of Bradford, 
UK, enables University graduates to earn the prestigious University 
of Bradford MBA degree in the Netherlands or in Germany 


ONE-YEAR FULL-TIME MBA 


In Utrecht, the Netherlands and Aachen, Germany 


TWO-YEAR PART-TIME MBA 


NIMBAS also offers this part-time MBA programme in 
cooperation with the Bundesstadt Bonn, in Bonn, and in 
cooperation with the Fachhochschule Mainz, in Mainz, Germany 


TWO-YEAR EXECUTIVE MBA 


Seven intensive study sessions in the Netherlands, the UK, Germany and France 


NIMBAS is AMBA (London) accredited 


NIMBAS 


GRADUATE SCHOOL OF MANAGEMENT 


NIMBAS, Nicuwegracht 6, 3512 LP Utrecht. The Netherlands 


lelephon t $i CURT 230 30 50 Fax S? 236 
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HIID of HARVARD UNIVERSITY 
PRIVATIZATION, REGULATORY REFORM 
& CORPORATE GOVERNANCE 
June 29 - July 18, 1998, Cambridge, Massachusetts, USA 

*Privatization of Natural Monopolies 
*Regulation: Structure and Methods 
*Deregulation and Competition Policy 

*Mass Privatization in Transition Economies 
*Recent Privatizations in Developing/ed Countries 
*Post Privatization Corporate Governance 


2 NI: d Deidfines Extended) 
Fax: (617) 495-1239 
Tel: (617) 495-3482 
Email: pep@hiid.harvard.edu 
Harvard Institute for International Development 
One Eliot Street, Cambridge, MA 02138, USA, Attn: Mike Hricz 


WWW.HIID.HARVARD.EDU/TRAINING 

















AWARD 
WINNING 
DISTANCE 
EDUCATION 
© 


MBA & MS Degrees 
e 


“It’s great to 
have the flexibility 
to go to class when 


it’s most convenient.” 


Ron L Williams 
Applied Materials, Inc. 


Executive Education 


303.333.4224 
www.isimu.edu 


admissions @isimu.edu 


Accredited by the 
Distance Education Training Council 


Part time, Full time, 
Open Access, 
Distance learning 


LLM 
MSe 


In Management, for recent graduates 
In Human Resource Management 
In Financial Services 
In Marketing 
In Direct Marketing 
In Facilities Management 
€ In Operations & Logistics Management 


Sems, UNIVERSITY OF SURREY 
Guildford, Surrey GU2 5XH 


Tel: 01483 259347 
Fax: 01483 259511 


E-Mail: sems @surrey.ac.uk 
www.sems.surrey.ac.uk 


by research 


in following specialisms: 
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Amsterdam 
GF Institute of Finance 


offers in cooperation with the faculty of 
INSEAD 
Upcoming Courses 1998 


Banking and Risk Management 
in Emerging Markets 
Advanced Valuation Topics 

- Valuing Commercial Banks 

- Real Options 


(June 2-5) 


(June 10-11) 


(June 12-13) 
Asset Securitisation (June 22 - 24) 


Measuring and Implementing 
Economic Value Added 


Foundations of Finance 


(Aug. 31 -Sept. 2) 
(Sept. 4-25) 


Advanced Corporate Finance 


- Mergers and Acquisitions (Sept. 28- Oct. 2) 


New Course: 
Ethics and Shareholder Value 
in Banking and Finance (Nov. 12-13) 


For further information and our detailed brochure, please contact 
Ms. Katelijn Arnold, Course Manager. 


AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
telephone: *31-20-5208555 - fax: *31-20-5208506 


e-mail: info@aif.nl - internet: www.aif.n! 











INSTITUT D’ETUDES 
POLITIQUES DE PARIS 





Extend your global reach 


MBA 


SUITENTCES FO 





© AMBA Accredited Degree. 
€ An intensive nine month bilingual program (French/English). 


| € The leading school in Political Science and Economics, 
founded in 1871. 


€ A distinguished international faculty. 
€ An urban campus in the heart of Paris. 


€ Informations Sessions : Thursday 28" May 1998 at 6.30 p.m. 
and Thursday 18" June 1998 at 6.30 p.m. in our premises in Paris. 








174, Bd Saint-Germain 75006 PARIS - FRANCE - Tél. : + 33 1 45 44 87 í 


Website : http 


www. .sciences-po. fr 


E-Mail : mba@sciences-po.tr 
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MBA in Brussels 
SOLVAY BUSINESS SCHOOL 


: Université Libre de Bruxelles 








e | year intensive MBA in English 
e International faculty & student body 
e Specialisation in European Management 


E-mail:mba  ulb.ac.be 
http://www.ulb.ac.be/solvay/mba/index.html 















UNIVERSITY DEGREE 
For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 
utilizing your life and work experience. College equivalent credits are 








given for your: Job, military, company training, 
position with a | Courses, seminars and business experience. 
legal degree We accept college credits no matter when taken. 






and Our graduates are recognized for their achie vements in business and 
transcripts industry. We will assist you in completing your degree requirements 
at your own pace through home study. 


Send/fax detailed resume for a NO COST evaluation. 


Pacific Western University 
1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 
14808) 597-1909 
CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 
Fax: (310) 471-6456 E-Mail: admissions € pwu.com 


http//www.pwu-hi.edu 








“As you know 
experience is 
still the best 

teacher... But 
degrees open 
doors." 











MON Tt EU L L 


School of Law ù Locke School of Management e Franklin 
School of Social Sciences e Churchill School of History & Government 
Dag Hammarskjold School of Diplomacy & International Relations 
Kennedy School of Criminal Justice « Tocqueville School of 
Educational Policy & Leadership e King's College & Seminary 


Bachelors e Masters + Doctoral e Juris Doctor 
Prestigious Distance Learning Programs e Credentialization of Experiential 
Learning Achievements. Accredited and Approved. 
Monticello Education Foundation e (913) 661-9977 
(913) 661-9414 Fax « emallc@msn.com e www.monticello.edu 


UNIVERS 











ENGLISH 
in the USA 
in JAPAN, in BELGIUM 


GERMAN 






COURSES FOR 
MOTIVATED PEOPLE 

* ADULTS from 19 years 
* RETIRED PEOPLE OF 55 AND ABOVE 

(Special conditions available) 
* JUNIORS from 11 to 18 years 

FRENCH in BELGIUM 

- ENGLISH in ENGLAND, 

in BELGIUM 




















EE E E E ESO NR RO ND NND NO NND NO NND NND ND NI 
FRENCH 


in FRANCE, in BELGIUM 
DUTCH 


in BELGIUM in BELGIUM 


66 HOURS PER WEEK 
IN THE TARGET LANGUAGE 


Study 


up to 45 private and/or group lessons 























and pedagogical activities 








Putting into practice with our teachers: 
at breaks, meals and evening socio-cultural activities 


A MAXIMUM OF PROGRESS IN A MINIMUM OF TIME 


peg LASALLE 


UNIVERSITY 


Unlock Tomorrow's Potential Today 


Distance Education Programs * No Residency Required 
Bachelors * Masters * Doctorate 
Arts & Sciences * Business * Education 
Engineering & Computer Science 
Credit for Work & Life Experience 


1-504-626-8904 Fax 1-504-624-2962 


http://www.distance.edu 
620 Lotus Drive North * Dept. 136 * Mandeville, LA 70471 
LASALLE EDUCATION CORPORATION 


BBA Bachelor of Business Administration 
MBA Master of Business Administration 


BBA: four-year undergraduate degree (full-time) starting October or March 

MBA: one or two-year graduate degree (evening classes] storting October, January or 
April. Concentration Infernational Management * Concentration2: Global Tox Planning. 
Strong academic course of study plus prochcal training including yearly in-company 
internships arranged for jndergraduates Career guidance and placement; follow-up 
training. USA/Europe student exchange programs; transfer opportunities world-wide 


THE NUMBER ONE ne SCHOOL IN BRUSSELS 
Global programs for ambitious students 
Ve lidated by the University of Wales, U.K 
Offical attiliahon with: Mercer University, Atlanta, USA 
Avenue Marnix, 20 
B- 1000 Brussels - BELGIUM 
Phone: +32-2-548 04 80 
Fax: +32-2-548 O4 89 

E-mail: info@ubi.edu - http:/ /www.ubi.edu 








Good Distance Learning P= 
MBAs are hard to find. » 


E 
Mail for a guide to the best, "d $ 
wherever you are. BOTAN e 













J 













The Durham MBA Distance Learning Programme is one of Britain's most highly 
regarded International MBA courses and is one of three AMBA accredited 
study options, including Full-Time and Part-Time. - : 
: Hj University 
«wA of Durham 


If you would like to develop into one of the world's 
Investing in excellence in teaching and research 


best managers, apply for your brochure today 
= Durham University Business School, Admail 436, Mill Hill Lane, Durham DH1 32Z 
Telephone: 0191 487 1422. Facsimile: 0191 374 3389. e-mai: MBA. DL Gdurharn.ac. uk 















SPANISH 


in SPAIN 


JAPANESE 


in JAPAN, in BELGIUM 


CERAN LINGUA 


Avenue du Chateau, 280 
B-4900 SPA (BELGIUM) 


Tel. : + 32- 87-79 11 22 
Fax : + 32- 87-79 11 88 


E-Mail : 
ceran(? mail.interpac.be 


Since 1975 


in USA : Languagency 
Tel. : 1 (413) 584-0334 


Internet : 
Fax : 1 (413) 584-3046 nterne 


http-//www.ceran.com 
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Complete Your Degree Now! 
BS, MA, MBA, Ph.D. 


Send resume for no-cost evaluation or fax 


ay (505) 889 2750 


6400 Uptown Blvd. NE 


Credit for work experience * No classroom 


attendance * Accelerated degree programs 
Send Resume for no cost evaluation 


PO Box 1138 * Bryn Mawr, PA 19010 
Fax: 610-527-1008 * E-mail: washuniv@op.net 


NISP 
Aliseda 


28009 Madrid (Spain) 





Albuquerque, New Mexico 87110 U.S.A 


DEGREES BY MAIL 


A Dip TEFL, MBA or PhD by distance learning/Me experience) 
honorary award from $400. Impossible? Learn about 1600+ 
non-traditional universies woridwide (inchuding many widely 
advertised). Ar leas! one offers a 5 year uncondivanal refund 
guarantee f your status and career prospects do not improve! 
Save tre & money. Before enrolling ANYWHERE. get this 
essential information. «Free CV / Lite Exp evaluation offer! 
Email bguide@kimba.net or Fax +662 6347565 
Give your full street address and qpote Dept 2S] 
ong Rd (Bic 









http://www.chester.es/aliseda 
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Tanui? effective courses 





Op 


e DEPARTMENT OF EAST ASIAN STUDIES 
5 UNIVERSITY OF LEEDS 


Online Master of Arts in Asia Pacific Studies 


Gain a strategic understanding of the region while 
studying via the internet. Offered by a leading centre 
for Asian studies, the MA explores the major issues in 
the region’s economic and political development. 





Email: Eastasian@leeds.ac.uk 
Web: http://www.leeds.ac.uk/east_asian 

























ANNOUNCING 


A NEW GRADUATE PROGRAMME IN TRADE MODELLING 
AND POLICY 








Innovative and modern programme in a one-year academic Course commencing in 
October. Aimed at negotiators and officials in diplomatic and government services, 
employees in international agencies, associations or large private enterprises, as 
well as academics or prospective PhD's. International faculty with top European 
experts in trade theories and methods. 


The Universitaire Faculteiten Sint-Ignatius (UFSIA) in Antwerp. Belgium, provides 
an ideal environment for intensive study and concentration. 
Details and application forms are available from 
Dr. Germán Calfat 
Centre for Development Studies 
University of Antwerp (UFSIA) 
Prinsstraat 13 B-2000 Antwerp - Belgium 
FAX: 32-3-220-4037 
Email: ddw.calfat.g@alpha.ufsia.ac.be 


MA Advertising and Marketing 
and 

MSc International 
Marketing Management 


Aimed at young prospective managers who have recently completed 
their first degrees or are about to graduate in non-business or 
business-related subjects. 
















Both are full-time, 12 months commencing in September. 

Details and application forms are available from: 

The Postgraduate Secretary, Leeds University Business School, 
Leeds LS2 9JT. Tel: 0113 233 


2613, Fax: 0113 233 2640, 
Email: fee@lubs.leeds.ac.uk 


LEEDS UNIVERSITY 





BUSINESS SCHOOL 
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SWITZERLAND 


High standard, sports activities, French, German, English and Spanish 
classes, excursions, mountain hikes, summer skiing + snowboarding. 


INTERNATIONAL INTERNATIONAL 
TEEN CAMP sie JUNIOR CAMP 


Lausanne-Lake Geneva Gstaad-Bernese Alps 
Co-ed 14-19, July-August Co-ed 7-14, July-August 


Please contact: ITC, P.O. Box 400, 1000 Lausanne 12 
Phone: 41/56-222 67 78, Fax 41/56-222 67 75 
E-mail: mail@itc-ijc.com - Web site:www.itc-ijc.com 





























































FELLOWSHIP PROGRAMME 
OF THE 
AFRICAN DEVELOPMENT BANK AND 
THE GOVERNMENT OF JAPAN 


The African Development Bank (ADB) is pleased to announce its 1998/99 
fellowship programme, which is supported by the Government of Japan. For the 
academic year 1998/99, the programme offers 10 scholarships for a Master's 
level postgraduate study programme and covers costs of tuition, fees, subsistence 
allowance, travel and other related expenses, to be eligible, applicants must 
satisfy the criteria listed below: 


|. Be nationals of a regional member country of the African Development 
Bank 

2. Be under forty years of age. 

3. Bein good health. 

4. Beofgood character. 

5. Hold a bachelor's degree (high honours), or its equivalent, in à 
development-related field such as those indicated under 8 below 

6. Have at least two years (preferably three to five) professional experience 
in a field related to economic development, usually in their home country, 
and either in the public or private sectors. (Applicants who may at present 
be self-employed in any activity related to the development of their 
country also qualify) 

7. Possess documentary proof of admission to a Master's level graduate 
programme of studies at a distinguished university in a member country of 
the Bank. The University should be recognized for its programme of 
studies in the selected area of development study. 

8. Propose a programme of study related broadly to the promotion of 
economic development in the candidate's home country. Such a 
programme of study could include, but not be limited to, the following 
fields: applied economics, public administration, planning, business 
administration, public health, agriculture and related sciences, 
engineering, education, and other development-related fields such as 
environmental and gender studies, population, and inter-disctplinary 
programmes such as studies in poverty alleviation. 

9. Attach to his/her application a statement of purpose of no more than 500 
words explaining the desire for further training, the choice of institution, 
and the intended use of the knowledge to be acquired. 

10. After finishing the studies, the scholar must return to his/her native 
country to work for at least two years, applying his/her skills to activities 
that contribute to the country's economic and social development. If 
awarded a fellowship, the scholar is expected to sign a legal undertaking 
to this effect. He/she will also be expected to provide a 
verification/continuation of employment from the current employer 
(where applicable). 


While qualified applicants from all regional member countries of the African 
Development Bank are eligible, priority will be given to candidates from low- 
income countries. In selecting scholars, the Bank will seek to achieve broad 
geographical coverage and institutional diversity; it will also take into account 
the cost of the proposed programme of study. 


Application forms can be obtained from: 


The Director 
African Development Institute 
African Development Bank 
01 B.P. 1387 
Abidjan, Cóte d'Ivoire 
Fax: (225) 21 70 14 


Applicants forms, together with all supporting documents, must be submitted no 
later than 20 July 1998. Successful candidates will be notified by 5 August 1998, 


( African Development Bank officials, regular bank staff, and close relatives of 
the aforementioned are excluded from consideration) 
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Social Development Advisers 






DFID is responsible for taking forward the Government's international development 
policies by providing UK development assistance for poorer countries. Our social 
development strategies help guide our assistance towards eliminating poverty, a 
rights-based approach to development and social inclusion (of women, the elderly, 
disabled, ethnically or socially marginalised and other, vulnerable groups). We 
achieve this through social analysis, participatory processes, qualitative research, 
stakeholder analysis and field-based work. We now require seven Social Development 
Advisers to join programmes where these strategies and approaches are being 
practised. Three of these posts are based in London (China, Central and Southern 
Europe and Social Development Division), and four are based overseas (South 
Africa, Botswana, Bangladesh and Pakistan). Advisers located in London are usually 
expected to undertake a considerable amount of travel overseas. DFID Advisory 
posts are generally for a period of three years with the possibility of extension or 
movement to a new post. 


In each of these posts, you will be expected to work as a member of a team on a 
range of issues, including making contributions to strategic thinking by understanding 
the social, political and economic culture of the country in which you work. You 
will do this by providing social analysis; by developing networks with civil society 
organisations, other donors, local and national government and the private sector, 
by working on sectoral approaches, programmes and projects at all stages of 
management; by taking special responsibility for making projects and programmes 
work through participation; and by ensuring that poverty elimination includes the 
socially excluded and vulnerable. 


Qualifications 


You will need a university-level qualification in a social science, such as social 
anthropolgy, sociology, political science, area studies or human geography, and a 
relevant higher degree. Substantial field research experience, gained either as a 
part of a higher degree or from working in a research role, is also essential. 


You should also be able to apply social science skills to practical development 
co-operation issues and have had at least three years’ experience of working in a 
development agency. This should have involved you in working in one or more 
developing countries, dealing with social issues in a variety of sectors. In addition, 
you must be: a good team-worker; able to handle pressure; have listening and 
facilitating skills necessary to liaise effectively with a wide range of organisations 
and with other governments. 


For the Research Post, you will be accustomed to working with original and secondary 
sources of information and must be able to develop and implement initiatives within 
social development concerns. In addition, you should be able to manage a programme 
of contracted research and the planning and resource management which goes into 
it. You will also need excellent writing skills and be able to formulate policy 
documents. 


Contracts will be for a period of three years, with a possibility of extension or a 
further posting to another country. 


Applicants should either be nationals of Member States of the European Economic 
Area (EEA), or Commonwealth citizens who have an established right of abode and 
the right to work in the United Kingdom. 


Salary will be in the range $32,000 - $45,000 pa, depending on qualifications and 
experience. The London-based appointees may be eligible to receive a relocation 
grant of up to £4,000. The overseas appointees will attract additional benefits which 
will normally include variable tax-free allowances, children's education allowances, 
free accommodation and passages. 


The closing date for applications 12 June 1998. 


For further details and application form, please write to Appointments Officer, Ref No 
AH304/ RO/TE, Abercrombie House, Eaglesham Road, East Kilbride, Glasgow G75 8EA, 
stating Ref No AH304/RO clearly on your envelope, or telephone 01355 843545. 


DFID is committed to a policy of equal opportunities and applications for these posts are sought 
from both men and women. 
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London-based 
Central and South Eastern 


Furope Department 
Experience in region preferred 
but not essential 












London-based 
ocial Development Division 


Research Adviser 
postgrad research background 
essential 





















Botswana-based 
Less than three years’ 
experience is acceptable 











Bangladesh-based 
experience in region 
desirable but not essential 











South Africa-based 
experience in region desirable 
but not essential 







London-based 
hina 
Experience in region strongly 
preferred. Mandarin or other 
language desirable, but not 
essential 














Pakistan-based 
Experience in region desirable 
but not essential 


DFID 


Department For 





International Development 
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Northern Ireland Public Sector Enterprises Ltd. 
(NI-CO) 


NI-CO was established in 1991 to market the expertise and experience 
of the Northern Ireland public sector to overseas markets. Currently 
delivering projects in Central and Eastern Europe, the Former Soviet 
Union and Africa, NI-CO is seeking applications from specialists for 
immediate opportunities who can demonstrate extensive experience in 
the following areas: 


Public Administration Reform 

e experience of implementing change at a senior level in an EU 
member state national administration 

e experience of applying modern public service management policies 
and practices in transition countries 


Local Government Development 

e management experience at a senior level in an EU member state 
local administration 

e experience of applying modern approaches to local government in 
transition countries 


Regional 

e practical experience of developing and implementing plans for 
regional economic development, whether in a regional 
development agency or local or regional administration 
experience of EU structural funds policy and practice, particularly in 
Objective 1 regions 

European Integration 

e practical, senior-level experience of the European Integration 
process in EU accession states 

e experience of the process of legal harmonisation in EU accession 
states 


Applications will be welcomed from candidates for long or short term 
assignments. Please write in confidence enclosing a detailed CV to Mr 
Robin Johnston, Senior Resource Executive, NI-CO, IDB House, 64 
Chichester Street, Belfast, BT1 4JX. Fax: +44 1232 544900. E-mail: 
DEDNICOGaol.com. Candidates interested in long-term posts must 
apply by 13 June 1998. 


Oxford Policy Management offers high quality 
policy and organisational services to public sector 
and international clients. The company invites 
applications for the following new staff posts in 
its rapidly expanding Social Policy Programme. 
The successful candidates will have proven 
ability to win projects under competitive 
conditions, and substantial ^ international 
consulting experience. Applicants should have a 
higher degree in economics or a relevant 
academic discipline. 


Senior Economists 


Building on work in sustainable financing and 
equitable access to primary health services, the 
successful candidate will lead the development of 
OPM's health policy portfolio. 


Building on a portfolio of education sector reform 
in South Asia and Africa, the successful candidate 
will lead the development of OPM's educational 
policy portfolio. 


The successful candidate will have a clear view of 
the public options for improving living standards 
and, ideally, experience in the design and analysis 
of quantitative and qualitative research. 


Senior Economist in 
Health Policy 


Senior Economist in 
Education Policy 


Senior Economist in 
Social Policy 


Oxford Policy Management, If you would like to join a vigorous young 
6 St. Aldates Courtyard, company which prizes its reputation in providing 
38 St. Aldates, influential, quality policy services, write or fax an 
Oxford OX! IBN application to Roger Hay, stating the post for 
which you are applying and enclosing your 
curriculum vitae. Terms and conditions are 
competitive according to quality and experience. 
Applications close on June 26th. 


Tel: *44-1865-207300 
Fax: *44-1865-250580 


Oxford Policy Management 
opportunities employer. 


is an equal 
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POSTDOCTORAL FELLOW 


The International Institute of Tropical Agriculture (IITA), with headquarters in [badan, 
Nigeria, and with a mandate for agricultural research in sub-Saharan Africa, seeks 
applicants for a postdoctoral fellowship in agricultural economics. 


LITA is one of 16 nonprofit, international agricultural research centers in a worldwide 
consortium sponsored by the World Bank, the Food and Agriculture Organization (FAO) 
of the United Nations, the United Nations Development Program, and over 40 contributing 
donor countries and institutes. For more information on IITA, visit our website at 
http://www.cgiar.org/tita/home.htm, 

This position will be within the Resource and Crop Management Division (RCMD) and 
will be located at IITA's Ibadan Headquarters. The incumbent will be expected to conduct 
studies on the interaction of policies, socioeconomic circumstances and technology 
adoption by the farming community, and to design scenarios of future development in 
order to advise on appropriate technology options. 


The successful candidate will have a PhD in agricultural or resource economics. Fluency 
in written and spoken English is required, while a working knowledge in French would be 
an asset. An ability and willingness for teamwork is also highly desirable for this position. 


Salaries are internationally competitive and free of host country income tax, while the 
benefit package is very comprehensive. The Ibadan Headquarters campus is situated on 
1000 ha. comprising laboratories, offices, housing and excellent recreational facilities. 
Applications will be accepted until a suitable candidate is identified. Candidates for this 
position are invited to send their curriculum vitae, a list of publications, and the names and 
addresses of three professional referees (including telephone, fax, and email numbers), by 
email to Frances McDonald on F. McDonald@CGNET.COM or by fax to her attention 

at 234-2-241-2221. 





Skills requested: 

.W Excellent business skills and 

e knowledge, including budgeting and 

or Minority Issues controlling. 

IM Jy 8 Written and spoken fluency in English, 
(ECMI) A which is the centre's working langua- 

RO rh ge. Knowledge of German and/or 

sns Danish and at least one additional 

T major European language will be an 


>; 1 F nd : 
aging Di OQ ZNEUES S 
e European Centre 


. European Ce Y tr > l "we 
__ for Minority Issues (ECMI) WI A team-oriented style of leadership, 


ETIN nd broadminded 
— The European Centre for Minority Issues i EEN EAN 


EU | ideas. 
3 (0 ofc Sor ache aag 8 Computer skills 


the form of a non-profit foundation foun- — g Experiences from international organi- 
ded by the Kingdom of Denmark, the sations will be preferable. 

the German State of Schleswig-Holstein. to take up residence in the Danish- 

The centre conducts research into and German border region. 

gives information and advice on issues 


relating to European minorities. 

Key elements of ECMI's work include the 
establishment of a documentation centre 
and a European database for minority 
issues, the staging of symposia and semi- 
nars, and consultation work on minority 
policy. 

ECMI currently has 5 academic and 5 
administrative employees together with 4 
freelances. 

The centre is located in àn attractive envi- 
ronment in the city of Flensburg, 
Schleswig-Holstein, Germany, just a few 
kilometres south of the border to 
Denmark 


Managing Director's 
Job Description 


The Managing Director will have direct 

reference to the Director of ECMI 

Areas of responsibility: 

© Organising and managing the 
administration of ECMI, including full 
responsibility for personnel issues. 

B Drawing up and overseeing the 
annual budget (app. 1,5 M DM). 

8 Organisational and logistical planning 
of projects, including the formulation 
of contracts with 
co-operation partners and the hiring 
of freelances for the projects, 
Participating in PR tasks 
Assistance in fund-raising. 

B Advising the Director of the centre in 
management issues. 


Conditions of 

Employment and Salary 

The Managing director should take up his 
position as soon as possible and not later 
than 1 August 1998. 

The Manging directors salary will be sub- 
ject to negotiations on the basis of quali- 
fications and experience. The gross salary 
is expected to be within the frame of 
65,000 - 91,000 DM annually. 


Applications 
Applications should be addressed to the 
consulting company 8eje Larsen A/S, 

svej 28, 
DK-2920 Charlottenlund, Denmark. 
Applications should be received on or 
before 5 June 1998, to be taken into 
consideration. Applications received later 
will not be accepted. 
A complete documentation 
(CV, references, school and university 
diploma, photo) is requested and 
mandatory. 
The consulting company will make the 
pre-selection of candidates based upon 
the application and preliminary interviews 
with 5-10 applicants. Final interviews will 
take place in Flensburg on 25 and/or 26 
June 1998. a 


Further Information 

Further information regarding ECMI can 
be obtained from ECMI's World Wide 
Website: http:/Awww.ecmi.de 
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DEPARTMENT OF HEALTH 
ECONOMIC ADVISER 
SALARY RANGE £27,750-£45,750 


LES Ihe Department of Health is responsible for 
policies on public health, personal social services and the delis ery of 


health care services through the NHS. We now have a vacancy for a 
gifted economist to work initially on the economics of the 
pharmaceutical and healthcare industries. This will include support 
to the impending negotiations on the Pharmaceutical Price 
Regulation Scheme. In due course, the successful candidate may 
wish to move on into other areas of health economics, such as health 
technology appraisal, public health economics or the measurement 
and valuation of health impacts. The health and social services are 
entering an exciting period of change which will offer unlimited 
scope, in a £40bn budget, for a top-flight economist to make a real 
impact. You will work in a team of 20 economists and operational 
researchers which is based in London 


For this post you should have a good economics degree with at least 
four/five years' experience in roles requiring the use of economic 
analytical skills. You will also need the ability to work in teams and 
make clear and comprehensive presentations of complex issues, 
both orally and in writing. Appointments are offered initially on à 
two/three year fixed term basis, with the possibility of extension or 
conversion to permanency 


For further details and an application form (to be returned by 
Friday, 12 June 1998), write to Anne Bateman, Economist 
Group Management Unit, HM Treasury, Parliament Street, 
London SWIP 3AG or telephone 0171-270 5073/4581 or fax 
0171-270 4862 


The Department of Health is an equal opportunity employer 





Fisheries Education and 
Research - Bangladesh 


Project Co-ordinator 


DFID supports a large and diverse programme of fisheries 
and aquaculture development in Bangladesh with the aim 
of increasing income earning opportunities and livelihood 
options for poor farmers and fishers. 


Closing date for receipt of completed applications is 19 
June 1998 and it is expected that the positions will be filled 
by September 1998. 


For further details and application form, please write to 
Appointments Officer, Ref No AH304/3B/AWI/TE, 
Abercrombie House, Eaglesham Road, East Kilbride, 
Glasgow G75 8EA, stating Ref No AH304/3B/AW clearly on 
your envelope, or telephone 01355 843597. DFID is 
committed to a policy of equal opportunities and 
applications for this post are sought from both men and 
women, 


DFID 


Department For 
International Development 


UNIVERSITY COLLEGE 
CORK 


Coláiste na hOllscoile Corcaigh 


PROFESSORSHIP OF MARKETING 


Applications and expressions of interest are invited for the above 
vacant post in the Department of Management and Marketing with an 
emphasis on research and staff development. The appointment, to be 
made initially on a three-year contract basis, will be supported by way 
of administrative support and/or funding for research students 





The position is intended to enable a distinguished scholar to 

pursue his/her own studies while at the same time contributing to the 
development of Marketing at UCC at both staff and student levels 
The ideal appointee would have a strong publication record and be 
nvolved in international research network. Experience in developing 


nks with business and industry would be an added advantage 
nformal enquiries may be made tc 


Professor Sebastian Green, Head, Department of Management and 
Marketing 


or 


Professor Edward Cahill, Dean, Faculty of Commerce 


Salary scale: IR£45,804 - IRE54 546 p.a 


Application forms and further details of the post may be 
obtained from Academic Appointments, Personnel Office. 
University College, Cork, Ireland. 

Tel: * 353 21 902364 / Fax: * 353 21 271568 / 

Email: acad.per@ucc.ie 

Internet: http://www.ucc.ie/ucc/depts/mgt 


Closing date: 31 July 1998 


University College Cork is an Equal Opportunities Employer 


EL lc tli M 


Universities in Bangladesh have a dual research and teaching role. Knowledge, 
research and technology underpin DFID's work in eliminating poverty and 
protecting the environment. The development of technologies suited to the needs of 
poor producers can play a significant role in increasing productivity and rural 
livelihoods in Bangladesh 


DFID have approved a project to support fisheries training and research at five 
Universities in Bangladesh. The achievement of purpose will contribute toward the 
wider goal of increasing fish production through more effective management of 
aquatic resources 


As Project Co-ordinator, you will work within the University Grants Commission in 
Dhaka to develop selection and appraisal criteria for research and training 
proposals; assist the university staff to prepare objective oriented proposals; 
establish monitoring and evaluation procedures; recommend and co-ordinate 
specialist support and link arrangements with international centres of excellence and 
assist with the procurement of equipment 


Qualifications 


The position demands a first degree in a fisheries or aquauc resources discipline. A 
postgraduate qualifications, preferably to PhD level is essential. Candidates must 
exhibit good organisational, analytical and inter-personal skills. While the position 
demands a manager rather than a researcher, experience of the management of 
research n the development context would be highly desirable. Overseas experience 
is essential. Applicants should either be nationals of Member States of the European 
Economic Area (EEA), or Commonwealth citizens who have an established right of 
abode and the right to work in the United Kingdom. Applicants should either be 
nationals of Member States of the European Economic Area (EEA), or 
Commonwealth citizens who have an established right of abode and the right to 
work in the United Kingdom 


Terms of Appointment 


You will be on contract to the British Government for 4 years in service to the 
Government of Bangladesh. Salary will be c.£38,000 pa. (UK taxable) commensurate 
with qualificasons and experience. Additional benefits will normally include variable tax- 
free allowances, children's education allowances, free accommodation and passages. 
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The creme always rises to the top, 
so why shouldn’t you? 


Looking for the way to achieve that higher level of income? If you're an 
international senior executive, over 40, and currently earning * 100K per 
year, we can assist you in attaining your goals. At Resume Broadcast 
International, our team will! manage your career search with the expertise 
you have come to expect. Our commitment is not just 40 hours per week 









































FACHHOCHSCHULE ALTMARK i.G. 


Professorship in Business Management 
salary range C2 


but 24 hours a day, 365 days a year. Contact us at Tel; (909) 866-4213, Applicants are expected to teach on under-graduate and graduate level. Ap rap that are wilting 
- - 2 (elie » to carry out research on operative and strategic management, in parucular the management o 
Fax. (909) 696-4244 or E-mail: 102224.3306@compuserve.com today personnel, are particularly invited. Graduate courses will focus on international business 
and watch the doors to opportunity open tomorrow. management. The successful candidate will be à near-native speaker, e kn 2 "AH M ein 
would be an advantage. After the initial three-year period the incumbent will be eligible for à 
Resume Broadcast International permanent contract. The appointee is expected i support the model character of the niversity, 
r this includes an intendisciplinary approach and the willingness to carry out research projects 
PO BOX 2892. Big Bear Lake, California CA92315, USA More detailed information on the model character of the University is available upon request 
Tel: +1 (909) 866 4213, Fax: +1 (909) 866 4244 vee are encouraged y. apply M vt Spey that v accade v eque] a e 
: will be given preference. Further terms relate to $ 42 3 of thc state Sachsen- Anna niry salary 

Email: 1022243306 @compuserve.com (depending ba ad and marital status) begins with p.a. 63.000 DM 





Applications with full particulars should be received within onc month after the publication of this 








opening by The Dean, Frau Prof. Dr. Ing. oec. Weber 
— - u———À—— Fachhochschule Magdeburg - Standort Stendal/Fachhochschule Altmark i.G 
Am Dom 13, D-39576 Stendal, Germany 
I NTE R NATI Oo NAL P O L 1 TI CA E Internet: http://www stendal.fh-magdeburg.de 


RISK INSURANCE 


The Overseas Private Investment Corporation, a Federal 
government agency located in Washington, D.C. pro- 
vides political risk insurance to encourage and assist 
U.S. private investment in developing nations. 





INBAS (Institute for Vocational Training and 
2E Education, Labour Market- and Social Policies) 
X 2:5 is a private German research and consulting 





Ro firm, assisting international institutions, 
BAS governments and businesses world-wide in: 

training and communication, vocational training, educational and 
development planning, curriculum development, organizational 
development and management, social policies and labour 
market issues, workshop facilitation, project evaluations. 
For future international (short- and long-term) projects in Eastern 
Europe, Africa, Asia, Latin America, INBAS seeks highly 
qualified and experienced (technical, educational, managerial, 
social sciences) consultants with relevant language skills. 
Shortlisted applications shall be entered into the INBAS 
consultants roster and acknowledged when considered for a 
particular project. 
Send full CV, (English or German) to: INBAS GmbH, attn. 
Michael Burkhardt, Kaiserstr. 61, D-60329 Frankfurt/Main, 
e-mail: INBAS.Frankfurt@t-online.de 





Insurance Officer, $55,969 - $72,758, works with man- 
agement on new product development and 
counsels/advises U.S. investors in devising means of 
protecting them, through political risk insurance, from 
the risks of currency inconvertibility, expropriation, and 
political violence. 


This position requires U.S. citizenship, ability to obtain a 
security clearance and availability for travel. Closes May 
29, 1998. Must call (202) 336-8682 for vacancy 


announcement #23-98 which outlines specific duties 
and qualification requirements. EOE. 





SRR TE ORE NTC C HESS I PEI VERENA o EU WE iate 
Bangladesh Fisheries Qualifications 


Program me The positions demand a degree in a fisheries or aquaculture discipline.A post 
^ = graduate qualification or considerable experience in natural resource training 
- isheri es & and extension is particularly desirable. Developing country experience is 
essential. Candidates must be well organised, resilient, motivated and able to 

demonstrate -effective communication, interpersonal and man management 


Aquacultu re skills. Applicants should either be nationals of Member States of the 


European Economic Area (EEA), or Commonwealth citizens who have an 


e a 
Tr ainin g & established right of abode and the right to work in the United Kingdom. 
Terms of Appointment 


e . 
= xte n SI O n Ad VI se rs The appointments, on contract to the British Government, are for between 


two to three years. Salary will be c.£35,000 pa (UK taxable) commensurate 
with qualifications and experience. Additional benefits will normally include 


DFID supports a large and diverse programme of > ' 3 i 
variable tax-free allowances, children’s education allowances, free 


fisheries and aquaculture development in Bangladesh 
with the aim of increasing income earning accommodation and passages. 

opportunities and livelihood options for poor Closing date for receipt of completed applications is 19 June 1998 and 
farmers and fishers. The programme is now seeking it is expected that the positions will be filled by September 1998. 

to fill three fisheries and aquaculture training and 
extension specialists for a number of projects within 
the programme. 


For further details and application form, please write to 

Appointments Officer, Ref No AH304/3B/ASH/TE, Abercrombie 

House, Eaglesham Road, East Kilbride, Glasgow G75 BEA, stating 

Ref No AH304/3B/ASH, clearly on your envelope, or telephone 
01355 843138. DFID is committed to a policy of equal 
opportunities and applications for these positions are sought from 
both women and men. 


Department For 
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BUSINESS OPPORTUNITIES 


The Applied Research Council 


C 


THE APPLIED RESEARCH COUNCIL 


Management of the Applied Research Fund 


BAH RB Invitation for Expression of Interest 


The Applied Research Council has pleasure in inviting 
expression of interest from venture capital firms for the 
management of the Applied Research Fund. 


The Council is a private company fully owned by the 
Government of the Hong Kong Special Administrative Region. 
Its mission is to encourage technology ventures and research 
and development activities that have the potential to yield 
commercially exploitable results by providing funding support 
as a catalyst. The Council currently has a working capital of 
approximately HK$750 million. 


The Fund is administered by the Council to provide funding 
support to worthwhile technology-related ventures. The 
Council has decided to contract out the management of the 
Fund to private sector venture capital firms which have the 
experience and expertise in managing technology-related 
investment. The Council intends to appoint three to four private 
sector firms to be the fund managers, with each of them 
managing approximately HK$150 million to HK$200 million. 


The Council would like to invite expression of interest 
from interested venture capital firms for Stage I of the 
selection exercise. 


APPOINTMENTS 











EXECUTIVES, JOB HUNTING IN ASIA? 
Contemplating a career search into, within or out of Asia? We can help 


you find a more rewarding position now! Take your first step towards : 
brand new future by contacting us for free info. 








Career Tel. (662) 2674685 Fax. 2674688 
mail: cpasia@bkk.loxinfo.co.th 
fh Path  35/F Room A, 1249/212 Charoen Krung Rd., 
Asia Bangkok 10500 Thailand. 






Leading Consultant Co for a TACIS financed road 
maintenance and transport institutional strengthening 
project requires 


SENIOR TEAM LEADER 
MANAGEMENT EXPERT 


HIGHWAY ENGINEER 


* Resident in Kiev (Ukraine) 

* Up to a 2 year contract 

* EC citizenship 

* Some Russian an advantage 


Urgent answer with enclosed CV to fax 00-32-2-7421909 (Brussels). 
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Guidelines on the information to be included in the expression 
of interest can be obtained from - 
Assistant Secretary 
Applied Research Council 
Rm. 1445, 14/F, Ocean Centre 
5 Canton Road 
Kowloon 
Hong Kong 
(Fax No. (852) 2377 0730) 


A briefing session will be held on 2 June 1998 at 10:00 a.m. at 
the Pearl Room, 3/F, Furama Hotel for interested parties to seek 
additional information or clarification about the Fund. If you 
would like to attend the briefing, please contact the Council 
Secretariat at the above fax number. 


The deadline for submission of expression of interest is 10 June 
1998 5:00 p.m. Following the expression of interest, the 
Council will draw up a list of firms to be invited to submit 
detailed proposals for the management of the Fund. 


The Council reserves the right either to restrict the list to those 
who have submitted an expression of interest or to limit/extend 
the list. The Council also reserves the right not to proceed with 
the selection process. 


COURSES 

















Taking the GMAT 
or GRE? 
We CAN help! London Hotel School 
Details from GTAC Associates OMONOW 9 MANAGES 
FREEPOST, London W5 4BR Vaf Ave a nectord Avenue 






Tel: 0181-993 3983 London WC1B 3DT 
Tel: 44 (0)171 665 0000 


Online: Londonhotelschool.com 


WA ADD AN MBA TO YOUR C.V.... 


and join decision-makers from 38 different countries who fly to Monaco each 
year to enroll in our intensive 10-month MBA program. 














We offer you the chance to study in a dynamic and international atmosphere 
which will give you the skills, confidence and motivation necessary to re- 
integrate the job market with the competitive edge you've been looking for! 







Call Ms Grisel Damgaard Tt, 
Tel.: * 377 92 057 057 P Mun 
Fax: + 377 92 052 830 E C 


e-mail: use@ monaco.mc Ww. MI * 


Stade Louis I - MC 98000 Monaco 
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BUSINESSES FOR SALE 


FOR SALE: 


A modern production facility in St. Petersburg, Russia! 


Ideal opportunity for: 


* electronics, electrical or telecommunications firm desiring a manufacturing base in 
Russia; 
* or any firm with interest obtaining a modern facility in the emerging Russian market 


The Facility: 


* Located in a government-approved 100 hectares (247 acres) industrial park 

* Situated on 6 hectares (15 acres) of land 
About 55,000 sq. meters (592,000 sq. feet) of covered space; 
Completed in 1992 by a Finnish firm; built to exacting Western European standards 
Possesses all appropriate environmental and safety clearances 
Equipped with modern imported production equipment (from Germany, Japan, 
U.S., etc.) 

* Auxiliary services unit for energy distribution, fire-fighting and transport 


Current Production Emphases: 

* Printed Circuit Boards 

* Production and Process Control Systems 

* Vertically integrated support activities (e.g., metal fabrication, plastic parts, printing ) 


Available at a fraction of the original cost of equipment and buildings!! 
For morc information visit our web site a wwmymsinc.net 


Contact the exclusive agents for the sale of the facility: 

Attn: Dr. Anil Sharma or Sandra Karlowa 

Global Marketing Systems, Inc. Tel: (1) 301-759-9240 
821 Bishop Walsh Road Fax: (1) 301-759-9260 
Cumberland, MD 21502, USA E-mail: gms@gmsinc.net 





CONFERENCE 





"INTECHMART CARIBE COLOMBIANO" 
7 - 9 of June 1998, Cartagena, Hilton Hotel 


The Caribbean Coast of Colombia, with its favourable resource endowment, 
ecosystems and great potential for economic development, is currently undergoing 
its industrial awakening. The Investment and Technology Promotion Forum will 
offer you a unique opportunity to participate in this initial step in the “Great 
Opening” of this process and to benefit from the region's promising advantages. 


Why should you do business with entrepreneurs from the Colombian Caribbean Coast? 


* Strategic location to target dynamic Latin American Markets * 
* Commercial Agreements (Andean Community, G3) * 
* Serious and professional local business sponsors * 
* Highly profitable investment opportunities * 
* Industrial Parks and Free Trade Zones * 
* Supportive macroeconomic climate * 
* Liberalized Foreign Trade * 


Over 60 investment project proposals pre-screened by UNIDO in the agro- 
industrial, mining, chemical and tourism sectors, are at your disposal. In addition, 
Seminars on Foreign Investment Incentives and relevant subsectors will be held. 


Meet your Colombian partners face to face to discuss your business partnerships 
and benefit from support services offered by national institutions specialised on 
business and investment matters! 


For more information about the meeting and business opportunities please contact: 


UNIDO - United Nations Industrial Development Organization 
LAC-Unit, Investment and Technology Promotion Branch, 

B.P. 300, A-1400 Vienna, AUSTRIA, Tel: (45431) 21131-4813/3426; 
Fax: (47431) 21131-6808/6806; e-mail: cartagenaforum(a unido.org 
Internet: //www/unido.org/investopps 


| 7 
CRIIT - Regional Promotion Centre for Investment, Information and 
; Technology of the Atlantic Coast Region 
Calle Santa Teresa con Calle de la Inquisición Esquina No. 3-04, 
„F Cartagena de Indias, Colombia; Tel: (++575) 6643749 or 66021-85/86/87; 
Fax: (15-575) 6601810; e-mail: criit@axisgate.com 


OPADAC - Office of the Presidential Adviser for the Development of the 
Atlantic Coast Region 

Calle de Baloco No. 2-69, Cartagena de Indias, Colombia. 

Tel: (41575) 660 0073 or 6600100; Fax: (4575) 6600115 
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BUSINESS & PERSONAL 


MARKETING AGENTS/ 
REPRESENTATIVES 


NEW AUTHORS 






i PUBLISH YOUR WORK 
required by Semiconductor | fi ALL SUBJECTS CONSIDERED: 
Complex Ltd. (SCL), India, Fiction, non fiction, Biography, Religious, 

for wafer foundry jobs. Poetry, Childrens, 






AUTHORS WORLD-WIDE INVITED. 
WRITE OR SEND YOUR MANUSCRIPT TO:- 


MINERVA PRESS 
2 OLD BROMPTON RD. LONDON SW7 3DQ 






For details visit us at: 
www.sclindia.com 


INCORPORATE IN USA 
BY FAX OR PHONE 


* Corporations and LLCs 



















* Free name reservation Delaware $199.00 
* Personal assets shielded Wyoming $285.00 
* Confidential and cost effective Nevada $380.99 | 
* Full registered agent services Utah $270.00 






FAX: 302-421-5753 TEL: 302-421-5750 


à E Mail: corp@dca.net 
Registered Agents, Ltd. Web site: www.incusa.com 


1220 N. Market Street, Suite 606 » Wilmington, Delaware 19801 














Save 30-70% on International Calls 


“Justice rated #1 in Callback service." _ 
1997 international World Leg Rates: (uss) 


Telecommunications Association 








* Business, residential, Korea 49 
and cellular savings. Taiwan 49 
* Earn Free air travel with Venezuela 43 
WorldMiles program. 50 


* Join the prestigious Leg Rates: 


* 





justice Agent program. 26 
25 
3 
3 7 
j | a6 
It's just what you're looking for. Switzerland 46 — 
Mention this ad for a sign-up bonus. Agent inquiries welcome. UK s .o08 


1-310-526-2200 ° 1-310-526-2100 fax 





IMMIGRATE TO 
BEAUTIFUL CANADA 
FLEXIBLE IMMIGRATION LAWS 
ATTORNEYS RUSSELL AND SAVAGE 
Suite 2000, 393 University Avenue 
Toronto, Canada MSG 1E6 
Fax: (416) 597-2267 Ph. 585-2088 
Email: hsavage(@inforamp.net 
vkrusselliaiaol.com 





Management 
Writer 


Unique opportunity with 
a successful 
management journal. 
Please send your CV to: 
The Publisher, PCS, 
Kingsgate House, 
High Street, Redhill, 
Surrey, RHI ISL. 







Tuscan Villa to Rent 
Near Lucca - completely restored, 
private, 18th Century, 7 bedrooms, 6'/: 
bath (sleeps 14), pool, spa, staffed - 







superbly furnished. Available Aug/Nov. 
$5,700-7,500 p.wk. 
Contact owner - 
Tel: USA (781) 259-1505, 
Fax: (781) 259-8998. 
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BUSINESS & PERSONAL 





IMMIGRATION TO CANADA 


CHAIT AMYOT 
Barristers & Solicitors (Founded 1924) 
Reputable Canadian law firm provides assessment of your 
chances of success FEES BASED ON RESULT 
Foes are payable only if an Immigrant Visa ts actually 
issued and not otherwise. For an ASSESSMENT, 
forward your resume to 
CHAIT AMYOT Immigration Division, 
| Place Ville-Marie, Suite 1900, Montreal, Canada, 
H3B 2C3. Tel: (514) 879-1353, Fax: 879-1460 

E-Mail:deomc(achatt-amyot.ca 


U.S. Bank Account 
Opening Service 





CALL ANYTIME Tel: 1.800.423.2993 
(toll free) or +302.996.5819 
Fax: 1.800.423.0423 (USA/Canada only) 
or Fax: «302.996.5818 
E-mail: inc infoG&delbusinc.com 
Internet: http://www.delbusinc.com 
Delaware Business Incorporators, Inc. 
















Pending decision take-over bid 


PHARMACEUTICAL/BIOTECH 
BUSINESS CONSULTANT 





Di kthrough 
New from China. Climcally Tested & Govt 
Appvd. FDA apprvd. US. Eliminate 








All Natural Capsules, No Side Effects available for short/medium-term projects, 
R&D portfolio analysts, project evaluation, 
Tek 310-649-3979 Fax: 310-649-3873 Write: Economist Box 4077 







25 St James's Street 


www.diabetesangel.com ' 
London SW IA IHG 





Al CANADA IMMIGRATION , 


Let our exclusive group of former Visa Officers, with over 35 years 
experience, provide expert assistance and guidance to your 
immigration process. Applications professionally and confidentially 
prepared. Our money-back guarantee is your assurance of success. 
Best Government owned and administered Investor Funds available 
Specialists for skilled workers, businessmen and investors 


OIC CONFRATERNITY CANADA LTD, 
1410-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 
TEL: (604) 669 0389 FAX: (604) 669 3905 
iT:- www.our-website.com E-MAIL -passport infoserve.net 


NOBODY 


SAVES YOU MORE 


ON INTERNATIONAL CALLS! 


















RATES TO THE 


U.K. ........17¢ 
France......25€ 
Germany ....22€ 


Most new customers are 
referred by satisfied 
NewWorld users 










Netherlands.. 25e] ` Now eam 20% b 
Switzerland . . 26€ referring a friend 
Brazil....... 63€ | Numerous Special Services Included 





Malaysia .... 49€ - No Extra Charge - 


Call: 201.287.8400 Fax: 201.287.8434 
In the U.K. Call: 44.171.360.5037 Fax: 44.171.360.5036 
economist? newworldtele.com http://www.newworldtele.com 


[N353MCGRLD 


TEC ECCOSMeORITCATIORS 





Business to Business agents welcome 
201-287-8400 


1402 TEANECK ROAD + SUITE 114 + 


ANNOUNCEMENT 
CHARITY COMMISSION 


The Stamp Memorial Lecture Trust 


TEANECK, NEW JERSEY + 07666 + USA 











Charity: 
Scheme to appoint trustees 

Reference: C-82490-CD(Ldn) 

The Commissioners propose to make a Scheme for this charity. A copy of the draft 
Scheme can be seen at the University of London, Senate House, Malet Street. London 
WCIE 7HU or can be obtained by sending a stamped addressed envelope to St Alban's 


House, 57-60 Haymarket, London SW1 Y 4QX, quoting the above reference. Comments 
or representations can be made within one month from today 
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TRADE SMART 


24 years Trading Commodities, 





Beat & Sd Copter, (dei e ec FREE ar 








IMMIGRATION TO CANADA 
Canadian Immigration Lawyer will 
prepare Visa application and conduct 
job search for prospective immigrants. 
Very reasonable fees. Leonard 
Simcoe, Ref. E, 1255 Laird Blvd., 
#208, Mt, Royal, Quebec, Canada 
H3P 2TI. Fax (514) 739 0795 

Email: 76143.2031@compuserve.com 


We offer 24 apartments from 1-3 bedrooms, all 
with fully equipped kitchen / Reception with 
satellite TV - maid service - 24 hour reception - 
fax - laundry service 

Our competitive rates, privacy and ideal location 
in South Kensington make us the perfect 
alternative to hotel accommodation 

For rates and brochure please contact 


16-27 Collingham Gardens London SW5 0HN 





pennies on $1. 


current listings. 


Full Clearing Member CBOT. 


Call Mr. Brown For FREE Info. 


1-800-341-0834 ext. 406 


DELAWARE (USA) 


CORPORATIONS 1004 13.3245@compuserve.com; 


http://www.global-money.com 


i We provide confidential 

ry quelity service for a 

j Dri reasonable rate. 
3511 Sdverside ti, #10540 © DE USA 19810 
302-477-9800 © 800321 CORP © FAX 302477 9811 
E-malt cop delreg com * Internet hip / / deleg com 





CUT THE COST OF YOUR 
STAY IN LONDON 






equipped kitchen-dinette, 










Suit 1-2 persons, Brochure by Air-Mail 
Knightsbridge Service Apartments 
45 Ennismore Gardens, 
London SW7 1AQ. 










Great Father's 
Day Gift! 
Corby Electric 

Trouser Press 
Saves money, protects 
clothes Renews 
crease in 15, 30, 45 
mins. Wallmountable 
Automatic turn-off 
$199, check or credit 
card 

1 800-222-2306 









SPRING-TIME IN LONDON 





The Original 
Featured in 
European Hotels 


Collingham Serviced Apartments 






Tel: 0171-244-8677 Fax: 0171-244-7331 





Fiber Optic Network 
Customer Service. F 


* Agents Wanted Call 1-206-378-2816 * 


Tel: 1.206.599.1992 * Fax: 1.206.599.1982 


417 Second Avenue West * Seattle, WA 98119 USA 
www.kallback.com * Email: info kallback.com 
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GOV'T FORECLOSED homes from 
Delinquent Tax, 
Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext. H-4265 for 





2ND PASSPORTS / Driver's Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax *3120-5241407; E-Mail: 





Comfortable self-contained serviced studio 
flats in Knightsbridge near Harrods, fully 
bathroom, 
phone, satellite T.V., central heating, 
elevator, maid service, resident manager 


TEL: 0171 584 4123. Fax: 0171 584 9058. 


















LONDON SUITES 
LUXURY SERVICED APARTMENTS NEAR HARRODS 


CHOOSE FROM A SELECTION OF BEAUTIFULLY 
APPOINTED FULLY REFURBISHED ONE AND TWO 
BEDROOM APARTMENTS IN KNIGHTSBRIDGE 


ALL FULLY EQUIPPED WITH MODERN FACILITIES 


KNIGHTSBRIDGE 
TEL: 0171-581 5466 FAX: 0171-584 2912 
E-Mail: LSuites@aol.com 


HANDWRITING 
ANALYSIS 


Examiner of disputed and 
anonymous documents. Also 
aptitude/character assessment 

for recruitment purposes 

Phillippa Lavell FAE 
9 Village Close 
London NW3 5AH 
Tel: 0171-794 6060 Fax: 0171-431 4699 








Serviced Apartments ofledng Best Value for Money 
Unbeatable location in South Kensington 
2 person apartment from £70 per pers 
4 person apartment from ens pern 


Tourist 25i et 


ASHBURN GARDEN APARTMENTS 
3 Ashburn Gardens, London SW7 4DG. U.K 


++ 44 171 3706743 
A R p N 


TRAVELLING 
TO NEW YORK? 
Bed & Breakfast 
offers 200+ apartments, all 
in fashionable areas. 
Rates $90-300 p/n. 


Corporate Specialists 
Bed of Roses V., Inc. 
800 5th Ave. 
NYC 10021 
Tel: (212) 421-7604. 
Fax: (212) 935-0617. 





na 


TAX-FREE 


companies world-wide 














formation and administration 
of companies 

opening of bank accounts 

tel/fax/mail forwarding services 

ra Ava ctas tallied, et Pa te 

LAY ECO LTP. 

1092 Budapest, Ráday u. 33/a, Hungary 

Tel.: (361) 217-96-81, 216-54-13 

Fax: (361) 217-44-14 

E-mail: laveco (à mail.matav.hu 

Ask for our FREE information 

brochure! 
Languages spoken: English, 
French, Russian, Bulgarian 
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Service 











UK & Offshore 
Company Specialists 


The Company Store is one of the 

longest e stabli ished professional firms 

specialising in UK and 

INTERNATIONAL «: ompany 

formation and associated services 

* Free advice & colour brochure 

* Free name check 

* Full nominee & domicilation & 
associated services 

* Ready made & own choice of 
name Co's 

* We undertake to refund the 
difference, if you can obtain the same 
services elsewhere at a lower cost 

* All major credit cards accepted 


»— 
SMP ayy mont 


FREEPHONE (UK) 0800 26-26-62 
THE COMPANY STORE 


Harrington Chambers, 1% North John Street 
Liverpool L2 9RU, UK. 
Tek +44 151 258 1258 Fox: +44 151 236 0653 


E-mail: enquiries @ companystoreworldwide.com 
Visit our web site at 
http: / /www.companystoreworldwide.com 


Offshore 
Companies 


Tax Planning 


We incorporate and provide management 
services in all leading jurisdictions 
Offshore structures can cut taxes and offer 
significant asset protection 


For further information, please contact 
INTERNATIONAL COMPANY 
SERVICES LIMITED 
ISLE OF MAN - DIANE DENTITH - FCIS 
TEL: + 44 1624 801801 
FAX: + 44 1624 801800 
E-Mail: iom@icsl.com 
GIBRALTAR - STEVE ROWLEY 
TEL: + 350 76173 
FAX: -- 350 70158 
E-Mail: gib@icsl.com 
HONG KONG - SIMON HANLEY 
TEL: + 852 2542 1177 
FAX: -- 852 2545 0550 
E-Mail: hk@icsl.com 
SOUTH AFRICA - ANIKA SAVONA 
TEL: + 27 21 418 4237 
FAX: -- 27 21 418 2196 
E-Mail: icssa@iafrica.com 
UK - MS PEYMAN ZIA 
TEL: + 44 171 493 4244 
FAX: + 44 171 491 0605 
E-Mail: uk@icsi.com 
USA - JERRY BAKERJIAN - BBA 
TEL: + 1954 943 1498 
FAX: + 1954 943 1499 
E-Mail: usa@icsl.com 


http: //www.ICSL.co 





WORLD WIDE 


No. 1 OFFSHORE 

COMPANY AND 

TAX PLANNING 
SPECIALISTS 


Since 1975 our worldwide staff of 
over 275 multi-disciplined 
professionals including lawyers 
chartered accountants, chartered 
secretaries, and bankers have 
provided confidential and cost 
effective company formation in all 
the major low tax areas 


our network of international 


we are able to provide 
€ A choice of over 750 ready-made 
available 


€ BAHAMAS 

© BELIZE 

@® BV ISLANDS 

@ DELAWARE LLC 
© GIBRALTAR 

@ HONG KONG 

€ HUNGARY 

L IRELAND 

© ISLE OF MAN 

e JERSEY 


$1995 
£225 
£250 
£495 
$2250 
$500 
$575 
$350 


Other Jurisdictions & Offshore Banks 
Available on Request 
LUXEMBOURG - EVELINE KARLS 
Tel +352 224 286 Fax «352 224 287 
FINLAND - JENNY KOMPULAINEN 
Tel 4358 9 6969 2569 Fax +358 9 6969 2565 
HUNGARY - LASZLO KISS 85« (Econ) 
Tel: +36 1 351 9959 Fax: «36 1 351 9958 
CYPRUS - CHRISTODOULOS VASSILIADES 
Attorney-at-Law 
Tel: +357 2 473211 FAX +357 2 463463 
SINGAPORE - DIANA BEAN 
Tel: +65 535 3382 Fax: +65 535 399) 
HONG KONG - RAYMOND CHOI 
MBA MLIA (Dip) 

Tel: +852 25220172 Fax: «852 25211190 
SHANGHAI - BART DEKKER LLM 
Te! +86 21 6248 4355 Fax: +86 21 6248 1421 
“USA WEST COAST - AICS Ltd 
KEVIN MIRECKI 4:5mey st Law 


Tei +! 714 854 3344 Fax &1 714 B54 6967 


€ MADEIRA 

€ MAURITIUS 
© NEVIS 

e SEYCHELLES 


For immediate Service & our Free 110 
Page Colour Brochure Contact 
ISLE OF MAN - C W FORSTER 

OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 

Isle of Man, Great Britain, IM99 4EE 
E-mail: economist@world-mail.com 

TEL: «44 1624 815544 
FAX: +44 1624 817080 
genet RICHARD COOK, BSc 

et 444 171 355 

1509002 CERTIFICATED 


Toll Free From USA: 
1 800 283 4444 
Freephone From UK: 
0800 269900 


Offshore Information on 
b" ww.ocra.com d 


1096 Fax +44 17 493 4973 


OFFSHORE 
COMPANIES 


BY LAWYERS 


D 
SCF is one of the world's largest tax 
planning practices. Fully owned and 
operated by lawyers and accountants 
All our consultants are professionally 
trained and will ensure your affairs will 
be dealt with in an atmosphere of 
utmost privacy and confidentiality 


a M —À — 
WORLDWIDE OFFICES CAN 
SZ PROVIDE; B 


LOWEST 17 YEAR 
& ANNUAL FEES 
GUARANTEED 


For confidentia & friendly advice please contact 


LONDON OFFICE 
90-100 SYDNEY ST, 


CREIER Ga LONDON, 


TEL: + 171 as 2274 
FAX: + 171-873 9688 
E-mail: offshore@scfgroup.com 


FREEPHONE: 0800 262 856 
www.scfgroup.com 


DUBLIN OFFICE 
27-29 LWR PEMBROKE ST, DUBLIN 2 
TEL: + 353-1-662 1388 
FAX: + 353-1-662 1554 
E-mail: offshore@sctgroup.iol.ie 
Other European Offices 
Athens, Budapest, Lisbon, Monaco, Moscow, 
Nicosia & Sofia 


For a free colour brochure on 
how you can save taxes please 
complete this coupon below: 


Name 


Address - 
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ECONOMIC INDICATORS 








OUTPUT, DEMAND AND JOBS America's industrial output edged up only 0.1% in April, 
leaving it 3.8% up on a year earlier. French industrial production grew 1.8% in March and was 
8.9% higher than in March 1997. In April the jobless rate in the Netherlands fell to 4.5%; the 
number of registered unemployed was the lowest since July 1981. 














COMMODITY PRICE INDEX 
The turmoil in Indonesia has 
brought its coffee exports to a standstill. 
Indonesia is the biggest producer of ro- 
busta beans, which are used in blends and 















































% change at annual rate 
z GDP oie M. geh Bar "een instant coffee. Its harvest has already been 
3mths! 1year 1998 1999 3mths! 1 year 1 year latest yearago | hit by drought; output in Asia is likely to 

Australia +18 +3604 +30 + 32 £32 +27 Qs «289 79 4 87 | fall bya third this season. The Association 
Austria na «25 1997 +26 + 26 +119 +69 Nov £330« — ALARE 74 of Coffee Producing Countries reckons 
Belgium -14 425 OA «27 427 na -21 Mar + 83 ian 122 Aw 12.9 that Indonesia's exports will be 17% below 
Britain +18 «28Q ^ +23 +18 -10 +10 Mae +42 Ap 54 wa* 724 | target. In contrast, a bumper Brazilian 
Canada > 30 4204. 932 4 28 -03 +34 feb — $37 Nov B4 Ap 9.5 crop of nearly 30m bags of arabica coffee 
Denmark +45 «44Q 4 431! +28 +21 +59 Ma + 2.0 Feb 70 Mw 82 is soon to hit the market. The ACPC plans 
France +31 «300 +29 «27 + 51 +89 Mar - 06 Ma 120 Ma 125 ; 
Germany +11 «240 426 427 +98 +54 Ma — -01re 114 ap 11 | to extend its export curbs until June 1999 
Italy +07 «2804 +24 +29 -01 491 Mar * 04 rb 12.0 tn 121 to help support prices. In the past year 
Japan -07 -020 -02 +12 -49 -51 Mar - B5 Feb 39 mw 33 | arabica prices have fallen by nearly half to 
Netherlands +36 +3804 +35 +33 +30 +12 Ma + 40 jan 45 ax 57 | 141centsa pound. Robusta prices, though, | 
Spain +37 +36 Q4 +36 + 3.6 + 7.0 «140 Mar na — 196 Qi* 213 are unchanged at 93cents a pound. | 
Sweden +92 «43304 +28 +29 -2.1 +68 feb + 05 Mar 66 Ax* 83 | 

E Switzerland +19 «2004 +19 +22 na + B7 Qa - 19 Mar 42 Ape 55 — | 19902100 % change on 
United States +42 +3601 +30 +22 -01 + 3.8 Ax + 45 Mar 43 Ay — 50 May 12th May 19th* one one 
*Not seasonally adjusted ' Average of latest 3 months compared with average of previous 3 months, at annual rate tNew series, Jan-Mar, clamant cou | m month your | 
rate 4.8% in April. §Feb-Apr Dollar index | 

7 sake: All items 96.3 9655 - 32. -239 | 

D. PRICES AND WAGES America’s 12-month rate of consumer-price inflation remained at — Rad: 1153 Hag he 25 2233. 

] 1.4% in April. In the same month consumer prices rose 1.1% in Britain, in part because oftax | (au = LIA 
rises; the 12-month inflation rate jumped to 4.0%, its highest for six years. German workers’ | All 813 — 805 - 47 -241 

J pay rose 1.1% in the year to March; their wages were unchanged in real terms. - Nfaf 949 950 - 13 -238 

^ . Metals YN - 72 -243 | 

! % change at annual rate The Economist poll Sterling index | 

7 Consumer prices* consumer prices forecast Producer prices* Wages/earnings All items 1051 . 17060 - 02 -229 

* 3mths! 1 year 1998 — 1999 3 mths? 1 year 3mths! — 1year Food 123.9 1262 +11 -227 

ES Australia +10 -02 a1 +14 «23 -13 +09 a1 * 12 4300) | industrials 

X Austria +18 + 12 Ape +15 +18 +13 +04 am = ma m | Al | 888 884 - 17 -231 

1 Belgium +13 + 1.5 Apr +13 +17 -47 + O04 mr — 433 «23Q Na! ^ 1036 1044 +17 -228 

| Britain +39 + 40 Ap +31 +27 +13 + 1.0 Ap +71 +49 feb Metals 79.9 787] - 43 -233 

Canada +04 +08 ar +15 «19. -17 -06 Me +93 +08 Fb | SDRindex 

Denmark +08 +23 Ma — «21 +24 -26 +10 Ma +31 +39 Nw | Alitems 97 1 977 -25 -204 
France +13 + 1.0 Ae +1) 416 =OS +05 Me +14 +2601 | food 1144 1164 - 13 -202 

; Germany +11 + 14 Ax $14 «19. — -05 ni Ap na + |] Mar Industrials mi 
Italy +21 + 18 Ape +19 +23 +03 +09 Me +26 +27 Mar All 82.0 815 -40 -207 

z Japan - 16 +22 Mw *04 «02 -50 -27 a X na + 02 Ma Nfa? 95.7 963 - 07 -204 
Netherlands +71 +25 Ape +22 +24 -20 +07 Mar +31 *30re | Metals 737 26 - 65 -209 
Spain +05 +20 a +20 +25 -24 +403 Me +32 +290  |God Toda: n 

A Sweden +03 +08 Ax +10 +17 +04 +09 Mar +70 + 33 fe $peroz 298.05 30005 - 28 -124 
Switzerland +04 nil Apr +04 +11 -29 -07 Ap na +05 1997- Crude oil North Sea Brent 
United States +07 + 14 Ax +18 +25 -28 -12a +44 +44 Ap $ per barrel — 15.20 1451 - 10 -281 
*Not seasonally adjusted ' Average of latest 3 months compared with average of previous 3 months, at annual rate. * "New senes -A * Provisional 1 Nori-food agricultural. i^ 








E ICELAND After years of stagnation, 
Iceland's economy has been transformed, 
according to the OECD's latest survey. Ex- 
ports (mainly fish and metals) have recov- 
ered, inflation is under control, markets 
have been deregulated and the budget is 
balanced. The OECD estimates that GDP 
grew 5% in 1997 and should expand by a 
further 4.6% this year. After rising 1.8% last 
year, consumer prices should go up by 
2.4% in 1998. But the OECD says that strong 
growth may soon spur inflation and cause 
the current-account deficit to widen. It rec- 
ommends raising interest rates and re- 
straining government spending. It also fa- 
vours more privatisation in the financial 
sector: most banks are still state-owned, 
and most mortgages and pensions are 
provided by the government. 
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FINANCIAL INDICATORS 


STOCKMARKETS Shares rallied as America's Federal Reserve left interest rates unchanged. | 
Madrid rose 3.3% and Frankfurt was up 2.5% in the week to May 20th. Tokyo also had a good 
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B CURRENCY TRADING Citibank is 
still the world's biggest foreign-exchange 





















































week: it gained 2%. But London fell 1.1% as investors took profits and fretted about Asia. dealer, according to Euromoney’s latest 1 
Share price indices % chénge on . poll. It was also top in their first survey in E 
1998 one Peer aceite Dec 31st 1997 1979. Second-placed Deutsche Bank was ‘ 
May 20th high low week year high in local ins | not in the top 20 back then. Last year's i 
em currency — terms | number two, NatWest, now ranks ninth. f 
Australia 2,723.2 28814 25424 - 18 * 71 - $5 + 41 - 01 
Austria 15946 15946 12457 + 10 +23.6 - 82 + 23] £251. ' 
Belgium 3,178.5 31785 2,405.0 + 22 +414 nl + 314 «334 
Britain 59074 61058 5.0688 - 11! Faas. e 33 9 150. CA 
Canada 7,695.4 7,8223 62400 - 02 +22.0 - 16 + 149 +13.4 
Denmark 737.9 778.8 667.1 - 12 +27.0 - $3. - 4 92 * 10.8 | 
France 26117 — 2617  — 1873! *07 $421 ni — + 343 — «361 | P 
Germany 55110 — 55110 40873 * 25 +53.2 ni + 297 +31.7 "* 
15054 16544 1,0532 - 20 +919 - 90 + 429 +448 | B X 
Japan 15,6530 172643 146644 + 20 -211 -598 + 26 - 20 = 
Mehedands — 1,1942 — 1,972 —— 8920 —— * 17 3486 - 03  * 307 $329 Bm 
Spain 880.6 938.8 632.6 + 33 +572 -62 + 392 +411 E 
Sweden 37133 37600 28531 * 05 +293 - 12 + 238 +273 
Switzerland 7,4958 7,8277 6,062! - $3 $44.7 = 42 + 196 + 182 u 
United States 9.1715 — 92118 7,5804 - 04. 1258 = 04 4.160 415. a 
World® 1,0825 1,0972 896.5 + 01 +20.0 -13 + 156 + 15.6 B 
*Morgan Stanley Capital international index includes above markets and seven others, in dollar terms | B 4 
MONEY AND INTEREST RATES American money-supply growth accelerated again. M3 Eà " 
rose 10% in the year to April, up from 7.7% in the year to April 1997. America's Federal Reserve 4 
| left interest rates unchanged after its meeting on May 19th. E N 
Money supply* interest rates % p.a. (May 20th 1998) | 
% rise on yearago over- 3-mth money market banks bond yields — Eurocurrency p 
narow broad night — latest — yearago prime gov't! corporate — 3mths bonds a i 
Australia +11.2 +62 Mar 5.00 4.98 6.03 875 563 6.11 5.00 5.35 
Austria +41 403 feb 3.38 370 3.43 650 507 na na 567 | 
Belgium +58 +67 fb 345 363 319 725 50) 541 369 470 | a 
Britain +68 4103Ap 825 7.45 6.38 825 588 6.34 739 624 | 
Canada +88 430 Me 468 471 3.22 650 535 610° $13 527 | 
Denmark na «29 Ma 445 455 3.60 675 515 7.10 463 502 m 
France +79 437 Mw 338 3:54 3.25 655 493 5.15 375 4.66 
Germany +72 +40 Ax 338 3,63 3.25 490 487 478 356 464 __ 
Italy +10.4 +90 Ma 569 466 7.00 825 519 56) 505 489 7 
Japan *B3 +35 Ap 040 047 0.44 163 157 128 039 095 | | 
Netherlands +75 +72 de 3.19 337 3.09 525 492 5.36 367 464 
Spain 4123 +24 Ay — 433 435 5.52 700 506 537 428 473 
Sweden na «21 Ax 430 455 4.01 510 512 525 465 496 
Switzerland +115 +12 fe 169 169 1.81 363 3.09 325 159 229 | EJ 
United States « 10 «100 Ax 539 550 571 850 562 685 563 562 | 3 
t Ten-year bond rates (old series: Britain 15-year 5.85%, United States 30-year 5.8996). tMay 15th | 
*Natrow: M1 except Britain MO, broad: M2 or M3 except Britain M4 Sources: Banco Ambroveneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, Chase 
Manhattan, CA IB Investment Bank, Commerzbank, Crédit Lyonnais. Credit Suisse First Boston, Den Danske, Deutsche, Generale, J.P. Morgan, Paribas, Royal 
Bank of Canada, SE-Banken, Svenska Handeisbanken, WEFA Group, Westpac, DatastreamACV. Rates cannot be construed as banks’ offers 
ee 
TRADE. EXCHANGE RATES AND RESERVES America’s visible-trade deficit widened to $20.2 billion in March, pushing the 12-month 
total up to $206.2 billion. Germany’s trade surplus rose to $73.7 billion in the year to March. The yen slumped to a seven-year low of 136.1 | 
against the dollar after G8 leaders failed to propose measures to support the Japanese currency. 
Trade balance*, $bn Current account, $bn Exchange rate Currency units per $ Currency units Foreign reserves? Sbn 
latest latest 12 latest 12 mths trade- May 20th year ago per per per per latest year ago 
month months May 20th year ago £ DM ecu euro$ 
Australia - 079 Mar + 02 - 13,3 Q4 833 955 1.60 1.28 2.61 0.90 178 179 145 Mr — 144 
Austria - 129 Q155 - 49 - 40 Mar 1033 1029 25 119 203 — 703 139 1374 202 Mar — 21 
Belgium + 087 hàn + 116 + 139 Dec 1028 1029 36.5 350 596 206 406 40.31 196 Ma — 17! 
Britain - 36! fed  - 227 + 730 1030 9911 0.61 0.61 — . .m35 . 0808 07! 304 an 359 
Canada + 1.10 Mar + 136 - 12.2 Q4 816 853 145 137 236 O82 161 162 223 Mw — 215 
Denmark + 033 Feb + 38 + 104 1052 105.4 675 645 no 38 75) 752  — 196Mw 145 - 
France + 229 Feb + 316 * 397 Feb 1062 1058 5.94 5.71 968 3.35 661 656. 330 Ma — 287 
Germany + 7150 Ma + 737 + 22 Mar 1044 1041 177 169 2.89 “= 197 195 78.0 Mw — 802 
Italy + 1.46 b «277 + 34.1 Jan 76.1 763 1,745 1,668 2847 986 1,942 1947 534 Mw — 436 | 
Japan + 949 Ma «1109 +106.0 Mar 1135 1322 136 114 222 76.9 151 14 2220 fb 2171 é| 
Netherlands + 103 i55 + 162 + 231 Q3 1022 1026 199 19) . 329 . 12 R4 72349 234 Mw — 283 | 
Spain - 140 Feb  - 186 + 9.1 Feb 77.1 778 150 — 143 | 245 — 849 157 167 676 Mar 60.6 - 
Sweden + 142 Ma + 173 + 5.8 Mu 86.7 84.8 T2 75 126 436 859 859 97 Mar 15.5_ 
Switzerland - 009 Ma + 02 + 20.9 Q4 105.9 105.8 1.48 1.41 241 — 083 164 159 348 Ma — 353 
United States -2020 Mar -206.2 -1664 Q4 1106 1015 - - 163 X 057 1" 4,13 583 feb 56.4 
* Australia, Britain, France, Canada, Japan and United States imports fob, exports fob All others cib/fob 119904100, Bank of England. tExcluding gold, IMF definition 
§Forward rates for delivery January Ist 1999, calculated by J.P. Morgan. §§Not seasonally adjusted 
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countries, teenage women are having 
fewer kids than before as access to educa- 
tion improves, according to the Alan 
Guttmacher Institute, a think-tank in New 


less likely to have a child before the age of 
18. In Bangladesh, of women now aged 20- 
24, 54% with less than seven years’ school- 
ing became teenage mothers; only 19% of 
those who went to school for more than 
seven years did so. Teenage mothers are 
far less common in the rich world. The ex- 
treme case is Japan, where only 1% of 





the time they were 18, But teenage mothers 
are more common in America: 9% of 
American women have had their first 
child by the age of 18, and for those with 
less than seven years' schooling the figure 
is 66%. Britain's figures are also quite high. 
Teenagers give birth to more than 14m 
children each year: 52m are in India, '»m 
in America, and only 16,000 in Japan. 
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EMERGING- MARKET INDICATORS 


ECONOMY Singapore's GDP growth slowed to 5.6% in the year to the first quarter. By hitting 
exports, the Asian crisis also contributed to the slowdown in Brazilian GDP growth, which | 
fell to 1.1% in the year to the first quarter. Malaysia’s 12-month rate of consumer-price infla- 
tion quickened to 5.6% in April, more than twice the rate of a year earlier. 








































































































Economic Trends 





% change on year earlier Latest 12 months, $bn Foreign reserves, $bn 
GDP industrial Consumer Trade Current - Latest Year ago 
production prices balance account 
China + 7201 - 2.6 Ma 0.3 Ap 4449 Ap +23.1 19977 — 140.63 ma — 112] 
HongKong +27% — - 020« + 48M»  -185M«  - 661 78.6 Feb 638 
India +5619 -O7 Me + B3Ww — - 60M« — - 48 1997 263 mw 227 | 
Indonesia +66 we 41070 + 450a» +136 Rb — - 68 Qi 155 e — 190 — 
Malaysia + 69 Qı - 1.1 Me + 56 "200 * 13Me —— - 48 1997 21. De 27.0 
Philippines — + 4.7.08 = «194 Now + 7.9 Apr 98 tb  - 439 88 m 9.7 
Singapore + 5.6 oF +85 Me + 10 Mw - 43M» +138 Q 74.4! Non 75.71 
South Korea +390%  -101 mw + 884p  «ll6ap + 91 Mw 298 me — 299 — 
Taiwan — «599  -*39w + 2lw + SB Me +570 840 fe 886 
Thailand — — «04:99 -13.7 tbe + l0!» - 29m  - B60 26.9 Mw 37.1 
Argentina + 8.2 04 + 64 Mw + 1.2 Ape - 6.1 Ma -10.1 Q4 21.8 Apr 17.3 
Brazil *1!o + 28M + 4l à -69a — -3270 747 ao —— 541. 
Chile £960 +80Mr + 54a — -24M» -41o 169 A» 16.0 
Colombia +55%  *B4h  *207^  -3lim  - 55 99 95 pe 96 
Mexko — «670 «52M + I5l-w — -27ww  -730  — 301 w 211 
Venezuela +55 197 — na + 39.6 ap — +11S Nw  45919* — 112 A» 125 
Greece + 35 1997 + 24 jan + 53A» — -182 o« - 48 dec 19.7 Ma 18.5 
Israel £150 — - 12 + 50% - 69  - 360 213 We .. 153 
Portugal +36 197" +27 un + 275 -102m  - 5.5 Feb 156 Feb Iss | 
South Africa — « 080: + O01 Mw + SAM. + 26me -19% 45 mn 14 
Turkey 4670 +60 Mer + 936 Ax =21.1 De = 22 Ox 213 ws 156 
Czech Republic + 22 o4 *105 Mar * 13.1 Ape 3.6 Mar - 32 Q4 10.7 Mw "2 
Hungary +530%  — 4207 mw  * 160 Ap — - 21M» —- 09 Mw 95 Mw 8.6 
Poland +6508 +149 Me + 1373» -15rb  - Aim — 229 mb 180 
Rusia + Ol wad «12M + 79a» — «Ae «750 10.2 fb 11! 
*Estimate. "includes gold. $Visible and invisible trade balance. $New series 
| FINANCIAL MARKETS Russia hiked short-term interest rates to 50% as investors fled the 
. rouble, sending the stockmarket down 16.5% in the week to May 20th. In Asia, Singapore, 
Bangkok and Manila continued to fall. But with Indonesia turning calmer, Jakarta notched 
up gains of 5.5%. Mumbai, Seoul and Kuala Lumpur also had a good week. Lisbon rose 3.9%. 
Currency units Interest rates — Stockmarkets % change on 
per $ per £ short-term May 20th Dec 31st 1997 
May 20th year ago May 20th % p.a. one in local in $ 
week currency terms 
China 8.28 8.29 13.5 6.51 1,437.7 - 09 + 42 + 142 
Hong Kong 775 «7.94 12.6 781. 95492 +08  - 109 - 110 
India 405 — 358 661 21 3,956.9 +46 + Bi + 46. 
indonesia 11700 — 2443 19089 45.97 /— 4240 +55 + 55 - 504 
Malaysia — 38 250 624 11.02 569.2 $38 —— 42 = 28 
Philippines 38.8 26.4 633 14.43 2,100.3 -29 + 124 + 155 
Singapore - 1.65 1.43 269 825 1,273.8 -44  - 167 - 150 
South Korea 1,410 891 2,300 18.10 369.2 +35 ~- 19 + 180 
Taiwan 337 278 54.9 7.35 8,267.5 UDS- 3 TA. cn. 24 
Thailand 394 252 642 21.50 355.5 -42  - 46 + 167 
Argentina - 100 —— 100 1.63 11.20 642.5 -43 - 65 - 65 
Brazil 115 — 107  — 187 23.17 10,408.0 - 34 «4°21 = 08 
GN C Go: E D 740 12.82 4,375.0 -i| - 87 - n8 
Colombia 1,391 1074 — 2269 31.35 1,190.5 - 28 - 168  - 226 
Mexico 86! 786 141 1769 4,607.3 D31 = M9 = 175 
Venezuela 535 484 873 37 61* 6,517.8 OS. = MJ -391! . 
Grece — 306 270 499 1315. 2,547.0 #21 € 721 + 597 
Israel 364 339 5 94 847 715 MCI. c U9 c OTe 72 . 
Portugal - :8! 17! 29 4 5, 788.7 +39 + S3! + 553 
South Africa 510 446 833 1317 80855 +07 + 304 +243 
Turkey 254,205 138,600 414,735 73 03 4,094. 1 e eee, CRISES 
Czech Republic — 325 304 52.9 15.42 471.0 i31 “a 49 2 15 
Hungary 211 181 344 0285 | 7 49986. 4 08— — D on 2234 
Poland — 344 315 — 5862 2345 164939  - 42 + 124 +152 | 
Russia 6.00 576 979 5800 .—. 2598 a N ^ - 19)3 
*New series. ‘New index 
Aufhorhy. Centre for Monitoeng cian Econcoy, Ban Negare Vlcmedt Malen Redi Ier A Coran ai heen M 1 
Hoare Govett Asia; FIEL. Baring Securibes; Mernil Lynch; Bank Leumi Le-Israel; Standard Bank Group; Akbank, Bank Ekspres; Deutsche Bank; Russian 
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It's two of the safest ships ever built. 





It's Mobil's Raven, and inside the hull that keeps Even without double hulls, they're amazing vessels. Their 
Q^ water out is another hull keeping the oil in. Between navigation systems are so precise that a 50-metre course 
them is a safety zone 4 metres wide, enough distance between deviation (less than the ship's width) causes alarms to go 
oil and ocean to have prevented most of history's collision- — off. And Mobil crew training never stops. With 2.2 million 
caused spills. The Raven is our second double-hull barrels of oil on board, no one is more aware of the 
supertanker (our Eagle was the first ever built and operated by risks than we are. No one is more cautious or invests 


an oil company), and two more are under construction. more in safety either. To learn more, visit www.mobil.com. 


Mob 1 The energy 


©1997 Mobil Corporation to make a difference... 





| NO 


F I SS Criber — 
eriber c m HABIBIE'S 
R TOE 
AMERICAN 
PHILANTHROPY 


pages 14 and 17-19 






i 


The new nuclear 


2 2 
| angladi A$7.20 Hong Kong HK$4 Lai 
Banglades? TK140 i RQ Maca 
Brune 848.00 lonesia Rp1 Malaysia 
Cambodia U5$4.00 apar V8GE(+ 0872" Myanmar 
71486 02674 ^ 7 i, | done eus m 


WHEN YBU'VE CLIMBED 
OVER 35000 FEET 
WHO WANTS TO CLIMB 
OVER FOUR MORE? 


THEIR ECONOMY CLASS OUR ECONOMY CLASS 
Even in economy class, 


A A 1 
ANT da j a 
PI $ U 3 1 " 


a long haul flight will tell you, that’s a big step forward AIRBUS 


“ SETTING THE STANDARDS 


E 





MAY 30TH 1998 








Bile 
Economist 


LETTERS 
4 On India, Zambia, Britain’s local 
government, Cassandra, situationism, | 
LA's blacks, Iran, antitrust, Japan, | ~ 


Manchester City — . 2 SN 


LEADERS * 


13 Nuclear stand-off | 
"bz E 
E E 
j 


BUSINESS 

59 The hope for Indian business 

60 Kirch and Bertelsmann rebuffed 

65 Malaysia’s Proton bombs 

65 Kerry Packer eyes Fairfax 

66 New drugs for rare diseases 

67 Own brands for advertising agencies 
15 Ulster’s next hurdle 68 Face value: Howard Behar, a coffee 
15 Let the yen fall 
16 Labour shows its age 


14 The challenge for America's rich 
A man who believes in being nice 
~ 





| FINANCE AND ECONOMICS 


71 More big losses at UBS 


P 
- 





SPECIAL 


17 Philanthropy in America 72 Arough week for Russia 


ON THE COVER 


. China seeks a housing boom 
| — Man - . Pakistan's nuclear test was an unnecessary P" s 
| 20 Politics this week | response to India's, and only escalates the 75 Malaysia's economy meets reality 
21 Business this week | war of gestures between these two old 76 ANew York Stock Exchange? 
- rivals: leader, page 13; the tests, the foes Cu 
| ASIA | and the border tensions, page 25; the 77 A hostile bid stuns Europe's bankers 
| 


23 Habibie follows Indonesia’s tide 


changing face of Indian business, page 59 78 Economics focus: Efficiency wages 
24 Strikes in South Korea — —— | 


— 





| 25 Hong Kong's election message | EUROPE SCIENCE AND TECHNOLOGY 
| 25 Pakistan's nuclear tests 49 Hungary's post-communist right 79 New drugs from the forest 
26 China's industrial reforms 50 Ghettos for Czech gypsies 80 Will Viagra save the rhinoceros? 


50 Italys dogged Christian Democrats | 


27 Capitalist Wenzhou 
51 German Social Democrats’ new team 


81 Etching messages to the future 





| UNITED STATES | s1 Eastern bears German aircraft? ! MOREOVER 
i | 52 France's World Cup jitters . 
29 Crowing over the surplus hig 1 PJ 83 The pressure on Brazil’s football team 
30 The charms of hidden weapons 52 Ireland’s Euro-complacency (ane | 
33 Alabama's brawling Republicans 53 Turkey's new Islamists 84 The Cannes Film Festival's comeback 
34 California's style of democracy 54 Charlemagne: Dominique Strauss- 84 Australia as a film location 
ind th 
| 35 Cuban-American transformations Kahin, à man behind the euro | 85 Johnson: Correct speaking 
| 36 Lexington: Strobe Talbott BRITAIN 86 Jazz singers on CD 
it AMERICAS | 55 Northern Ireland’s next vote 
| à aa | 56 Tony Blair charms Ulster OBITUARY 
| 37 Central America's forest fires . 56 The value of charity 87 Telford Taylor, prosecutor at 
38 A real fight for Cardoso 1 Brazil | 57 Britain's downtrodden gypsies Nuremberg 
| 38 Chile brings in primary elections | s8 Bagehot: Britain and Japan 
| 39 Scandal in Argentina | INDICATORS 
INTERNATIONAL BS 100 Economic and financial statistics on 
45 Nigerians ask Abacha to go 15 OECD countries, plus closer looks 
: FIRST PUBLISHED IN SEFTEMBER 1843 " : s 
46 Lesotho's temporary happiness to take part in “a severe contest at nickel, unemployment, and silver 
46 Tanzania discards socialism? between intelligence, which presses forward, 102 Economic and financial statistics on 
i and an unworthy, timid ignorance 
| 48 Violent Yemen obstructing our progress.” 25 emerging markets, plus a closer 
| 48 Iran’s impatient young -i look at press freedom 
WEB EDITION: Www.cconomist.com 





EDITORIAL OFFICES IN LONDON, AND ALSO 
BANGKOK BEIJING BEIMUT BERLIN BONN BRUSSELS EDINBURGH HONG KONG JOMANNESOURG LOS? ANGELES MEXICO CITY MOSCOW NEW YORE FARIS SAO FAULO TOKYO WASHINGTON 


FRINCIFAL COMMERCIAL OFFICES 
25 ST JAMES 3 STREET * LONDON SWIA INHG * TEL: 0171 B10 7000 * FAK: 0171 859 2968/9 thi WEST S7TH STREET © NEW YORK, NY 10019 © TEL: p 212 $41 0500 * FAX: ! 213 54) 9375 
15/* DAH SING FINANCIAL CENTRE * 108 GLOUCESTER ROAD + WONG KONG * THI: A$3 3585 3888 © FAX: 552 2802 7655 


© 1998 THE ECONOMIST NEWSPAPER LIMITED. NO REPRODUCTION I$ FERMITTED IN WHOLE OR PART WITHOUT THE ESFRESS CONSENT OF THE ECONOMIST NEWSFATER LIMITED 








VOLUME 347 NUMBER 8070 


wita Q0] Na. coe oY Pre ATG 


s T eae’ nd 









































-Nuclear fallout 


. Sig-In your leader, “Asia’s 
shockwaves”, (May 16th), you 
= declare that the Indian govern- 
ment is trying to win the next 
election by going nuclear. If so, 
why should this surprise you? 
Did not Margaret Thatcher win 
an election on the euphoria cre- 


that euphoria did not last long, 
why should this one bother you? 
As for India starting a nuclear 
arms race, only a blinkered view 
can fail to see that China, not 
India, has stockpiled such 
weapons and even went as far as 
helping Pakistan launch the 
. Ghauri missile in April. 
| As for sanctions against India, 
. let me remind you that moves to 
block American or Japanese 
export-import credit hurt Ameri- 
can and Japanese exports as 
much as they hurt India. If Amer- 
ican banks cannot extend loans 
in India, it will only hurt the 
© interests of American compa- 
. nies, which are bidding for tele- 
com and power projects here. 
` Mumbai AMRITA WADHWA 


.. Str—Ifthe nuclear “haves” feel so 

strongly about non-prolifera- 
-— tion, why do they not dismantle 
their own nuclear weapons first? 
Bill Clinton has not been able to 
convince his own legislators to. 

ratify the Comprehensive Test 
Ban Treaty. What moral authori- 
. ty does he have to denounce and 
. harass a country surrounded by 
-nations that have, or easily can 
„have a nuclear first-strike capa- 
bility? Perhaps the United States 
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can work harder. to assuage 
India’s fears and ensure its rapid 
economic development rather 


than trying to isolate and “pun- 


ish” India. 
One can argue that the prolif- 
eration of nuclear weapons, 
which so successfully ended 
world war two and have so far 
prevented world war three, will 
indeed stabilise the subconti- 
nent and discourage cross-bor- 
der insurgencies. Then the coun- 
tries of the Indian subcontinent 
can focus on economic develop- 
ment. Who knows, this might 
even lead to reunification in the 
not too distant future. 
Mount Kisco, 
New York 


SUBRAMANIAN IVER 


SiR—As an Indian citizen, | must 
express my deep regret at the 
decision, by the Indian govern- 
ment, to conduct nuclear tests. I 
am shocked that the land of 
Nehru and Gandhi has taken 
such incomprehensible action. I 
cannot see how the Indian 
nation has expressed its “man- 
hood” by this step. 

Nations like Irag, Pakistan, 
North Korea, China and the 
countries of the former Soviet 
Union have, or are alleged to 
have, nuclear capability. Does 
the world look up to them in awe 
or admiration? I admire nations 
like Taiwan, Hong Kong and Sin- 
gapore, which have chosen the 
economic route to gain respect 
and attention internationally. 


India does not need to be on . 


the list of nuclear powers. What it 
does need to do is to work hard to 
get off the list of countries with 
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the most undernourished chil- 


dren, the highest percentage of 
citizens below the poverty line; 
and not enough drinking water 
to go around. India can also do 
more to eradicate sickness and to 
bring population growth under 
control. This act by the govern- 
ment is a costly delusion of 
grandeur whose effect will wear. 
off by the next monsoon season. 
The giant problems that need to 


be addressed will still be here. 

Natick, _ JAWAHAR 
Massachusetts SAMAGOND | 
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African trade 


Sig—Although I sympathise with 
J. van der Westhuizen's defence 
of South Africa's trade barriers 
(Letters, May 2nd) his country is 
not blameless as it has flooded its 
neighbours markets with sub- 
sidised goods. 

Zambia has become a dump- 
ing ground for South African 


goods: first tyres and batteries, 


more recently poultry and meat 
products, and now milk. Facto- 
ries have shed employees, others 
have closed and farming enter- 
prises are likely to be the next vic- 
tims. The facts of life are simple. 
Those who make the rules do not 


necessarily abide by them. 
Kitwe, | 
Zambia Davip COLE 


No tes NE RU UN E tr ee LEE EIN AE AAEE | 
Local affairs 


SiR-1 strongly disagree with 
some of the conclusions of your 
article on the powers of local gov- 
ernment in Britain (May 9th). 

You are correct to deplore low 
turnout and voter apathy in local 
council elections. In the event, 
turnout on May 7th was even 
lower than your prediction of 
40%. It must be right for local 
authorities to encourage greater 
public participation in decision- 
making, to listen to what their 
electorate want and to respond 
accordingly. 


However, for local authorities - 


to respond to voters’ wishes, they 
must have access to the resources 
needed to do the job. You are 
wrong to quote approvingly fig- 
ures produced by Gerry Stoker of 
Strathclyde University, showing 
that local authorities elsewhere 


in Europe raise even less of their - 
own money overall than authori- Y 
4 Published every week, except for a yearend double issue. 1998 The Economist Newspaper Limited. All rights reserved. Neither this publication nor any part ofi it fay be re 'oduced, stored nan et 


i^ any fom or by any means, electronic, mechanical, photocopying, recording or otherwise, without the prior permission of The Economist Newspaper Une 
Newspaper Limüed. Printed in dias by Times Printers Pte. etd. Publisher: The Economist Newspaper Limited. , is 


l ort 839 2968 


pated in the successful campaign 
-for peace in Algeria, which had 





E-MAIL : letters@economistcom =- 


ties in Britain. | would expect The 
Economist to point out that what 
is important is the concept of the 
margin. Local authorities in 
Britain are subject to budget cap- 
ping by central government and 
most authorities spend right up 
to that cap. These authorities 
have no discretion to increase 
marginal spending, even if elec- 
tors are clearly in favour of it. As 
long as the Labour government 
retains capping powers, the 
wishes of ministers and civil ser- 
vants will matter more than the 


votes of local people. 

London STUART REID 
ERR oS a eRe S. 
Cassandra 


Sig—You say that "Americans, 
like the Greeks before them, will 
ignore the occasional Cassan- 
dra,” (Lexington, May 16th). Cas- 
sandra was a daughter of King 
Priam of Troy and therefore a 
Trojan rather than a Greek, 


though she was ignored with dis- 
 astrous consequences. 


Farnham Common, 
Buckinghamshire 


——————Á ——— ee eT | 


DAVID 
GARROOD 


Student politics 


Si&—Of course Guy Debord and 
thesituationists had a large influ- 
ence on the French student 
movement in 1968 ("Tricky situa- 
tions", May 2nd). However, the 
movement had profound roots 
in other French traditions. 

Situationism was a direct 
descendant of surrealism. The 
situationist leaders at Nanterre, 
in the Spring of 1968, had fol- 
lowed Henri Lefebvre to thatuni- 
versity from Strasbourg. Mr 
Lefebvre was a social thinker of 
unusual originality, whose per- 
sonal synthesis ofsurrealism and 
libertarian Marxism had im- 
mense influence in the France of 
the 1960s. 

The critical document of the 


movement, "De la misère en 


milieu étudiant", had self-con- 
cious references to 150 years of 
French pamphleteering. Many of. 
thestudent leaders had some sort 


of Marxist convictions, if not of | 


the sclerotic sort wearily pro- 
pagated by the French Commu- 
nist Party. | 
Moreover, many had partici- 
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£125,000 - £200,000 plus benefits 






Structured Finance Group is part of the Specialised Financing 
arm of GE Capital, one of the largest and most diversified 
financial services companies in the world. Our corporate HQ is in 
Stamford, CT, USA. GE Capital is in itself a division of General 
Electric*, one of the most high-performing enterprises in the 
world with global manufacturing, technology and service 
operations. 









Structured Finance Group in London continues its rapid growth 
in commitment of funds, over $300 million in 1997 - our best 
year ever - and moving to $1 billion by the Millennium. Our 
increasingly global focus includes power, telecommunications, 







transportation, industrial and infrastructure projects. 





This development and expansion now requires the addition of a 
new team member with extensive experience in identifying, 
developing, structuring and executing complex tax and non-tax 
financial products across Europe - including cross-border leases, 
debt and equity products and arbitrage opportunities 











GE Capital 





SENIOR CONSULTANTS €t RESEARCHERS 


CENTRAL £t EASTERN EUROPE 


Structured Finance - Product Development 


Can you drive the team ahead in Europe by creating 
innovative capital solutions? 







London based - West End 


As the appointed candidate you must have a truly innovative 
approach to product creation and problem solving that breaks with 
traditional conventions and boundaries. This will enable the team 
to use your product applications that will be new to SFG and fit our 
risk/return criteria, thereby delivering better capital solutions that 
have the power to develop our clients’ businesses, You will have 
sound business judgement, presence and European language skills, 


GE Capital is firmly committed to a policy of career progression 
within the group worldwide. This appointment is an excellent 
personal development opportunity 


The total compensation for this position will be in the range 


£125,000 - £200,000 plus a superior benefits package. 


Please write to our advising consultants at the address below 
enclosing a copy of your CV and current salary details, 

quoting ref:7418/SFPD. 

CJA, 2 London Wall Buildings, London Wall, London EC2M 5PP. 
Tel: +44 171 588 3588 Direct line: +44 171 638 0680 

Fax: +44 171 256 8501 

E mail: cjagroup@online.rednet.co.uk 


GE is an equal opportunity employer 


* General Electne Company of the USA and not affiliated with an 
English company of a similar name 






Nicholson International Group is the making of people. We've created a client- 
focused culture where achieving excellence has become the norm and where 


nothing is taken for granted. 


For you, this means the freedom to express your talent and to work with our 
professional teams to deliver pioneering Search & Selection and Human 


Resource Management solutions to our clients - worldwide. 


For us, this means success. In just 10 years we've established an integrated network 
of 28 wholly owned international offices in 22 countries with over 300 high 


calibre professionals. 


— 


amm 


To make it with Nicholson International you must have an international mindset, be 
of graduate calibre and have a flair for creative thinking to contribute to our 
continued strategic growth in Central and Eastern Europe. A strong consultancy 
background or expertise in a specialised business discipline is vital. You will be 
fluent in English and ideally other languages. Importantly, you must share our 


commitment to global best practice. 


When you start, our comprehensive in-house training will introduce our core values 


and from there, the pace of your progress is really up to you. 


Be one of our people - send your CV or call Sarah Nicoll quoting ref: 98BEC1801 


NICHOLSON INTERNATIONAL 


BaACTON House, 34-36 Hich HotBORN, Lonpon WCIV 6AS, UK. Ter: +44 (0]171 404 5501. 


Fax: +44 [0]17! 404 0755, E-Mait: sarah. nicollignicholsonintl.com 
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Danielle Tartakowsky, has re- 
. cently shown how contiguous 


the events of 1968 were with 


much of French history. The 
nature and consequences of the 
_ revolution continue to be argued 
about— strenuously in France. 
. Given the programme of the cur- 


5 rent political majority, as well as 
the biographies of its leaders, it is 


difficult to believe that the events 
of 1968 were as ephemeral as your 
contributor suggests. 

Bologna, NORMAN BIRNBAUM 
Italy University of Bologna 


arti a bt pc Sia Se —— Mi 


Black power 


























*.-Srg—Demographic change has, 
- and will continue to, affect the 
Los Angeles region ("The fading 
of black power", May 16th), rein- 
forcing the constant need for 
 multi-ethnic coalitions. Howev- 
er, your assertions that blacks ran 
the city for 20 years and that 
black politicians have now 
eschewed coalition building for 
door-slamming are misleading. 
- The importance of multi-eth- 
< niç coalitions to good gover- 
“nance cannot be overstated. By 
definition, these coalitions are 
fragile and require constant 
maintenance. In Congress, LA's 
representatives of all ethnicities 
are perpetual coalition-builders 
_and regularly unite to advance 
. the city’s interests. 





<- isrightly recognised for his exem- 
-> plary service to all citizens of La. 
: His long tenure is scant evidence 


ence; nor is the high proportion 


ment. A more likely explanation 
is that blacks have historically 


employment. p 
JULIAN DIXON | 
Washington, House of | 
DC Representatives _ 
i ea te ao ei ne E 


_ Liberalising Iran 









-changes. in Iran since the 
“assumption of power by 
- Muhammad Khatami in August 
-of last year ("Iran's whiff of liber- 
. alism", May 9th) but fail to appre- 
ciate their extent. 

-" . Thegreater freedom of speech 
.  andofthepressthat nowexists in 


6 





-triumphed in 1962. An historian, ED 


Tom Bradley, a former mayor, - 


_ of disproportionate black influ- - 
of blacks in municipal employ- 
.. been attracted to the civil service - 

~ as an avenue to the middle class- 


. es and Latinos have been. more 
inclined towards- private soror 


c Sir~You draw attention to the : 





ran is vigorously ee every 


day. Iranians are becoming more 


attentive to politics and more 
sensitive to arbitrary action on 
the part of the government. Also 


previously sacrosanct and taboo 


subjects, such as the Velayat-e- 
Fagih, according to which ab- 


-solute power is held by the reli- 
gious 


leader Ayatollah Ali 
Khamenei, are under close exam- 
ination and criticism. 

The fact that the conservatives 
"now pay lip service to the prin- 


ciples of freedom and democra- 


cy" represents a victory for Mr 
Khatami, who has helped to 
bring about a complete change 
in public discourse. The phrases 
"civil society", "rule of law" and 
"democratic system" are on 
everyone's lips. 

The concept of one regime in 
Iran is no longer applicable. The 
government is divided into two 
distinct groups, those around Mr 
Khatami on the one hand and 
the conservatives on the other. 
The governments ability to 
clamp down is under question. 
Tehran’s mayor was released 
from arrest partly out of fear that 
the army might fragment when 
faced with demonstrators de- 
manding his freedom. 

You point out the obstacles 
facing Mr Khatami, but the situa- 
tion of the liberal movement is 
not as fleeting as portrayed in 
your article. The genie is already 
out of the bottle. Even with a lot 


of bloodshed 1 strongly doubt 





that he can be put back. 

London ALI AZADEH 

—————À MN 
Monopoly money 


Sig—Hope triumphs over experi- 
ence in your defence of the new 
trust-busters (“The economics of 


antitrust", May 2nd) With any 


other | ‘economic policy you 


‘would rightly demand to see the 
> facts. You surely expect central 


banks to produce a stable curren- 
cy, and safety regulators to lower 


risks at work and in the home. By 


the same token, antitrust should 
deliver some combination of 


.. more, better and cheaper goods. 


Unfortunately, the new more nu- 


-anced economic theorising, that 


you praise, is still like the old, 
simpler theorising of years past— 
it takes placeon a blackboard. 
The current antitrust assault 
against Microsoft could, in theo- 
ry, help Netscape displace 
Microsoft on our desktops. But it 
might merely give James Barks- 


y "ale at at a a bett 





of displacing Bill: Gates as the 


man we love to hate. In addition, 
it might signal to all companies, 


large and small, that govern- 
ments punish success. 

The ultimate effects of anti- 
trust are speculative, and specu- 
lation provides a poor guide for 


economic policy. The real story - 


in antitrust’s continued popular- 
ity is not the flood of new theo- 
ries, justifying a new activism, 
but the influence of beleaguered 


competitors like Netscape and - 


the self-serving arguments of 


lawyers and economic consul- 


tants who stand to gain from an 
activist policy, regardless of the 


outcome for the rest of us. 
Davis, GEORGE | 
California BITTLINGMAYER 


SiR—Your article conflates two 
distinct trends; one of which is 
promising, the other poses some 
risk. New empirical techniques 
in merger evaluation, fed by 
scanner data and advances in the 
econometrics of differentiated 
products, are genuinely produc- 
tive tools for estimating the mar- 
ket power of merged firms. 

We should be less sanguine 
about post-Chicago game theo- 
retic models having either suffi- 
ciently robust or verifiable 


assumptions to. advance the 


objectives of antitrust. In prac- 
tice, they toooften invite litigants 
to cite a model based on highly 
particular assumptions to sup- 
port a general claim, like "verti- 
cal integration is bad". This pro- 
vides lawyers with ammunition 
to attack cost-reducing, competi- 
tive conduct, on behalf of clients 
otherwise unable to survive in 
the market. 

From an academic viewpoint, 


better comprehension of market - 
gamesmanship is a good thing; 
as is the realisation that free entry . 

doesn't fix everything. But to the 
extent that 1990s economic theo- 
ry takes us back to 1960s antitrust 





policy, it will do little more than 
protect inefficient firms and 
enrich lawyers and consultants 
at the public’s expense. 

Washington,DC Tim BRENNAN 


Sir—You miss two issues and 


ironies in your analysis of the - 


Chicago Schools possible de- 
nouement; one major and the 
other merely telling. First, high 


levels of intellectual-property - 
seen by 


protection were 


ter chance | 


Chicagoansasa key(for some, the 
key) to their vision of free and 
efficient markets. Ironically, this- 
inevitably entails active and 
severe state intervention because 
intellectual property rights, 
which are monopolies, are dis- 
pensed by the state. Such rights 
do not otherwise exist in natural 
law, common law, or unregulat- 
ed capitalist behaviour, except to 
a limited degree in “unfair com- 
petition" or “passing off’ laws 
which generally do not deal with 
patent rights or copyright. 
Chicagoans adore strong statuto- 
ry intellectual property rights. 
They never saw a patent right or 
copyright that they did not like or 
want augmented. Without strong 
copyright laws and treaties to 
protect computer programs as 
literary works—a controversial ©. 
development only 15 years ago— 
Bill Gates might have a lot less 
market power now. The Eu has 
seen the need to balance strong 
intellectual property rights with 
strong antitrust enforcement; | 
America is at last beginning to 
understand this: equation. 

The second i irony is that Win- 
dows 95 was originally given the 
code-name "Chicago". A mere 
coincidence? 

Ottawa HOWARD KNOPF 
ELEC HOMER SEHE PECES REMIS t 


Selective learning 


SiR--In your article from Hokkai- 


do (May 16th) you mistakenly 
quote William Clark's advice to 
his students as “Boys, be ambi- 
tious?’ What he actually said was 
suffixed by “... in the service of 
the Lord", but you will not find 
thaton many T-shirts in Sapporo. 
As with so much else from the - 
West, Japan took what it liked 
and dropped what it did not. 


Those, includi ng The Economist, 
^who are forever lecturing the 
Japanese to be more western, 
would do well to take note. 

Brunswick, ——— 
Maine — 


‘Hew LAURENCE 
OPENPR ERN lk 


Game theory ry 


Str-The plight of Manchester 
City Football Club ("The blues”, - 
May 9th) is certainly sad. and 
shocking. However, spare a- 


thought for those of your readers - B 


who are both economists and 
avid "City" followers. Our lives. . 
are truly dismal. ie 
London 
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INTERNATIONAL 


9 an ECONOMIST for the TRADE POUCY : : ; He e IME $ in WRITER/ANALYST bs the EXECUTIVE BOARD 
Washington, D.C. headquarters. E : i DING RINGS DIVISION ot its Washington, D. C. he e c OG wo 


and 
ese records constitute the ong poli 

xi. The éandidote will attend meetings ds 
olt Sici Fonda a comprehensive fo 
discussion discussions focus on economi 

program | mbi Yer cc S police and operations In n supporting. the Se 
. uring, andi iately í after the meetings, 
: Requirements: oid should have dead graduate : research, prepare briefings on rc! pack f 
-raining in macroeconomics and trade economics, typically to — E & up on decisions. Candidates will also b 
Ph.D. level, familiarity with trade policy institutions, and range of other research/writing assignments | 


. several years’ experience as a professional economist. Ju, Requirements: A graduate degree in econ: i 
"Operational experience with trade policy and macroeconomics relations would be highly desirable. The c 
-would be a distinct advantage. Candidates must be able to E understanding of macroeconomic pus 2p 

. communicate economic ideas effectively and to write quickly 8 # contemporary international issues. The. ch 

and persuasively. Diplomatic and interpersonal skills, onda — BE and filter information, and present r vin 

nd command of spoken and written English, are essential; 3 within tight deadlines is essential, both 


k research/writing assignments. In me j 
nowledge of other languages is an advantage. interacting wih the Executive Board, senior 


The IMF offers a co pa package of salaries and benefits. 2 1 incumbents must exercise | 

Those interested should send their resume, in English, tothe — 8 — £ A writing test is part of the se zh 

address, fax number, or e-mail address below by dune 15, ; i The IMF offers a competitive peeks s 

1998. Please send only one copy, meing Sp reference to 2 interested should send their resume, in | 

| vacancy number RD9903A. $ g number, or e- pall address below by Ju 
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Fax: (202) 623-7333 - Fax: (202) 623-7333 

E-Mail: recruit@imf.org B E E-Mail: recruit imf.org 
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Prestigious International Banking Group © ove 


)PERATIONS CONSULTANTS - 


TW O/THREE YEAR EXPATRIATE PACK. AGES /. AFRIC. A 


Our client is a id funded. profi itable, iterations] e Develop and train operatíons personnel to | pr ride du 
banking Group with an enviable market- leading presence in highest standards of service to personal and corporate 
a uU of major African und As a result of a customers. Instil total dedication to quality. 

critical change programme in the Group, targeting services MN 

products ud m a number of CEN: d pur QUALIFICATIONS 

professionals are sought to add strength and leadership to e 10 to {5 years’ experience in banking operations, with 
several of the Bank's operations in Africa. ; ACIB qualification or equivalent ideal, d: Rs 
THE POSITIONS e International experience a major advantage. Suc iud 


track record in multicultural environment helpful. 
e Responsible for directing a major change programme 


which includes the implementation of the Group’ 5 Fully conversant with operational risk management. 
standard procedures and controls, Thorough understanding of IT banking systems, 


Produce a high level of customer service through the control systems and procedure improvement techniques. 


introduction of resource efficient solutions. — Experienced Project Manager. 

Deliver change while maintaining a stable, secure and inspirational leader and proven developer of people. 
controlled environment compliant with the Group's Hands-on, energetic style. Strong presenter and 
Operational Risk Policy. ! communicator. 


Please send a full cv and current salary 


x details, quoting ref 980519, 
SA INTY : H IRD l to Anna White, SHF Associates, 
&- . Aldermary House, 10-15 Queen Street, 


| PARTNERS | Ace " London EC4N (TX. Tel: 0171 815 8888. 
E n e : : XCIAT Fax: 0171 815 $800. E-mail: shpa@shpa.co.uk 
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. Office o of the Director of FT ecommunications Regulation 


. Dublin Based 


The Office of the Director of Telecommunications Regulation (ODTR) plays a vitai role in the development 
of a liberalised telecommunications industry, including radio and broadcasting transmission. The ODTR- 
now wishes to recruit high calibre specialists, for exciting and challenging positions, to contribute to the 
development of regulatory poney and alee for full liberalisation. : 


T elecommunications E conomic Advisor 


$ Office of the Director of 
— Telecommunications 
een 





L egal Advisors (Regulator nag itigation) ? 





You will assess economic/pricing i issues: confuse sh "m pricing 
rules; network interconnection policies and discriminatory behaviour in the 
telecommunications market. You will also provide specialised economic 
advice on market problems, complaints by market participants and market 
restructuring, and manage the development of economic models to 
determine the effect of changes in costs and market behaviour. You will 
have a degree in economics with substantial experience of specialist 
commercial market behaviour; quantitative economic skills; policy 
development work in a telecommunications or related environment along 
with a thorough understanding of the telecommunications industry and 
regulatory economics. The ability to conduct negotiations on complex 
issues is imperative. (Ref. DT. iid 





Telecommunications E xperts 





We are seeking Méletomtanipationk polion who can contribute 
at a strategic level to the development of regulatory policy and 
participate in consultations with industry. You will have a degree in 
telecommunications, electronics or software engineering with 5 years’ 
experience in the industry. Knowledge of network planning and 
development, new technologies and services, network operation, tariff 
. . Structures and billing or interconnect management would be an 

- advantage. (Ref. DER/EO2) 


Telecommunic ations Business Analyst 





Your remit is to analyse the ciel aspects of neis developments 
and proposals for regulatory changes and prepare forecasts and analyses of 
the commercial investment implications of developments in the 
telecommunications industry. You will gather market intelligence, 
undertake research, and. provide data as required to support 
negotiations on complex telecommunications i issues. You will most 
likely be a graduate in economics or accounting and have substantial 
post-qualification experience in banking or other financial services 
organisations. You will also possess specialist statistical and analytical 
skills, have a very high level of numeracy and business acumen and 
highly-developed PC literacy skills. (Ref. DTR/E03) 


Fhe Rewa rds 





We require legal experts to represent the intere ii Sof the ODT R; provide 
legal advice internally; ensure that documentation, especially licences, 


conform to legal requirements; provide legal dvice on particular 
projects and manage the litigation proces You. will have substantial 
post-qualification commercial: experience as a barrister or solicitor 





gained in practice or as a company lawyer. In-depth knowledge of. 
administrative law, telecommunications law, competition law, European 
law, commercial and contract law, or wide experience of litigation, is 
required. An understanding of the statutory obligations, duties and 
regulatory priorities of the ODTR and the ability to draft legislation is 
required, Excellent communication, advocacy, negotiation and | 
persuasion skills are essential, dad DTR/E04).. 


F inancial C oátraller - Regulatory Cost 





Accountant 


You will provide ipei anil management vice; contribute to. 
policy formulation in relation to fee and levy setting: carry out analyses of 
accounting policies, procedures and systems of telecommunications $ 

service providers; participate in the development of new systems internally 

and be responsible for the strategic management of the finance function. 

You will be a qualified accountant, preferably CIMA, ACA or ACCA, — 

with substantial commercial experience at senior management level. You | 

will preferably have significant experience of Activity Based Costing i ina - 2 
service environment; have wide experience of commercial/financial issues J - 
relevant to the telecommunications industry and have experience of 
computer-based accounting Senes and eee (Ref. DTR/E0S) 





C ommunications Specialist 





You will End. thé communications and in ustry consulta ion n policy 
of the ODTR including media relations. You will have experience of 
working at a senior level in a similar role; in-depth experience in 
public consultation management, public relations practices and 
techniques and highly developed oral and written communication 


skills. (Ref. DTR/E06) 


An attractive market-based remuneration package will be negotiated with successful candidates. 


Please apply in strict confidence enclosing a comprehensive CV and quoting the appropriate reference number to: Gillian Coyle, 
Executive Recruitment Services, Deloitte & Touche Management Consultants, Deloitte & Touche House, Earlsfort Terrace, Dublin 2, 
Ireland. Tel: +353 1 4754433, Fax: +353 1 4756186. E-mail: gillian.coyle@deloitte.ie or visit our web site at ai //www.deloitte.ie 


Closing date for applications: 19 June 1998. 





The ODTR has an on-going need for term assignment. and project 


bared specialised telecommunications consultants in areas such as cost accounting, 
economics, financial analysis, technical and regulatory affairs and, from time to time, 


uche 


AN Management 
“me Consultants 





in support functions such as HR and IT. If you are interested in applying for inclusion 

on a panel which will be referred to for future opportunities, please send yonr CV 

directly to: The Financial Controller, ODTR, Block DEF, Abbey Court, Trish Life ei 
o Centre, Abbey Street, Dublin 1. Visit our web site at http://www.odtr.ie (Ref. DIREI) uhi 











anon ns Capital bomen Fund (COD isa grontsuncing agency under ine UNDP administration. We work to reduce poverty and Ho 











Qualifications required: 
* Advanced degree in a relevant social science. agriculture, forestry, - 
ally to. irt issues of political & institufionof anal ysis, organization- environment 

opment and capacity building at local government level. The — *Minimum 10 years’ planning & managing rural development/NRM 
will also contribute to CDF policy development in these areas projects, including solid field work 
the creation and nurturing of a network of national and *Specific experience in supporting sustainable agriculture, and/or 
t nar institutions fo provide project ROM and pot icy advocacy. land use planning & management by communities & other focal 


SM institutions 
ialifications required: «Understanding of the strategic and institutional issues und 


: | *Advanced degree in a relevant discipline - po itical s science, eco- rural development 
OMNES, public finance . : 
g professional background in institutional analysis and capacity Candidates for both of these posts should have an advanced Z 


js and jor in organization & manageme at locat govern- degree in a relevant discipline, strong command of both English. an 
French, be strong team players, have excellent problem solving: skil lis 


the ability to work in a multi-cultural context and be prepared to tra 
el frequently. 


Short-term Consultants - Code: CDF/VA/3 } 
E: mE : We are looking to widen our pool of consultants and welcome | 
or on — Development. & Natural Resource À expressions of interest oy specialists in various fields: local government 
d Code planning. finance & management; community planning; participato- 
“Your rok | O work with CDF to backstop. ongoing RD /NRM proj fy approaches to service provision: micro-finance; monitoring. & eval- 
ects, pimany. in West Africa, to support. development of CDF policy, uation; and related areas. 
and to create & nurture a network of local technical institutions for 
$ long-term project support & advocacy. 









































| “Interested candidates should send a detailed C.V. clearly marked 
] with the vacancy code. to: UNCDF 1 UN Plaza, Room DC2-2605, 
- New York, NY 10017, 





UNITED NATIONS DEVELOPMENT PROGRAMME 













| Director, Gender and Development 
` The World Bank | 


| Gender issues are central to the economic development ‘agenda, and have been integrated into the World Bank's work over the past two decades. The critical importance of T E 


— gender imbalances for achieving the Bank's overarching objective of poverty reduction, as well as for improving the efficiency of our policy advice, analytical, and operational work is 
| increasingly being recognized. We are now seeking a dynamic leader to fill the senior position of Director, Gender and Development. er 


| The Poverty Reduction and Economic Management Network (PREM), is one of four Bank Networks linking all statf working in related sectors in regional and central units. The PRE! gl 

. Network includes a Network Council and four thematic groups each led by a Sector Board: Economic Policy, Public Sector, Poverty and Gender. The Gender and. Development Se 
| Board is comprised of respected specialists representing all regions and networks. A small central unit serves as the network anchor, providing secretariat and staff support for the Co n 
| and the Sector Boards, in addition to housing global and specialized skills. ; 


| ., Principal Accountabilities 


| The Director will be the World Bank's leader, senior spokesperson, and liaison on gender related work and issues, S/he will provide the leadership and vision in developing an. analyt ' 
] framework for the Bank's work on gender, facilitate the mainstreaming of gender into both country strategy and operations, and develop a research agenda. The Director will need t 
$- establish both internal and external strategic partnerships on gender, and to work effectively with Operations staff, senior Bank management, clients, donors, civil society and extern 
. advocacy groups on gender. S/he will chair the Gender Sector Board and have line management responsibility over PREM's central gender anchor staff and work program. Specific dutie $ 
will include: 


Gender strategy, including support to the Regions in developing country assistance strategies and products responsive to such strategies; identifying areas for further analytical work that F ur 
would have a cross-regional impact; integrating regional priorities, as: Spprapriste, into Bank-wide strategies; and raising cross-cutting sectoral issues to the attention of the Network «1 
Council. 


Knowledge building and management, including the building, synthesizing, and dissemination of the Bank's global knowledge on gender; supporting the development of gender thematic 
groups or communities of practice; fostering links to worldwide expertise; and ensuring access by Bank staff and clients to this knowledge infrastructure. e 


Staff development, including gender capacity building; setting of professional standards for staff; developing and implementing sector strategies for recruitment, training, and rotation; ` 
setting standards for clearance and promotion of technical specialists; and providing input for the Bank-wide evaluation of technical managers. 


Quality assurance, including provision on demand of expertise to the Regions, the Quality Assurance Group, and other Bank units; seeking advice from outside experts and clients as 
necessary; maintaining an overview on gender issues; and supporting the development of new approaches to continually improve the quality of Bank products with respect to gender 
issues. 


elertia Criteria 


TATE 


| excellent written abi verbal communication skills; demonstrated managerial skills ae Prodi: in dealing with culus and Pris dien 


| The World Bank offers an internationally competitive compensation package including expatriate benefits. Qualified candidates should send a detailed curriculum vitae, including a listof 
i" publications, by June 15, 1998, to: World Bank Recruitment Unit, Room $5-026, Job Code DIR-GEN, 1818 H Street, N.W., Washington, D.C. 20433; Fax (202) 5322-2148. Women an 
I BIB of Bev ctaping countries are DNTOREE encouraged to apply. Please note that only shortlisted candidates will receive correspondence. 
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TRADE LAW AND POLICY ADVISO 
IN CENTRAL AND EASTERN EUROPE 
AND THE FORMER SOVIET UNION 


ede T 


| We are an international consultancy for modern telecommunications and 

information technology. Our shareholders are three major German banks 

and Deutsche Telekom AG. Due to expanding business we have the follo- 
wing positions open for highly motivated 


Full-time/Freelance Consultants 


Strategy and Organisation 
Working in a team of highly skilled consultants with state-of-the-art mana- 
gement tools you will define long term strategies for telcos and prepare 
them for organisational change. 
Regulation 
Joining our core of regulatory experts providing consultancy services to | 
governmental authorities you will help develop strategies, tactics and tools | 
for the liberalisation, privatisation and regulation of telecommunication mar- 
..]| kets. | 
| For both posts the following are requirements: 
advanced university degree in economics/business administration or 
equivalent professional qualifications. 
minimum 3-4 years experience in a consultancy and/or telecommunica- 
tions environment, preferably with international assignments. 
fluent English, additional languages desirable (esp. French, Russian, 
German or Spanish). | | | NW, Washington, DC 20230 
willingness to travel extensively on short-and long-term assignments. (Attn Resident Advisor Program). 
ia ee ae xu pE asl eia qualification | Facsimile submissions are welcome; send to fax humber (202) 482-3244. 
. Application; Send a detailed CV and references with the key code MBR to | Applications will be considered and positions filled on a rolling basis. Only ji 
M ICONES successful candidates will be contacted. Application materials will not be 
Detecon GmbH | returned. 


The Commercial Law Development Program of the US Department of 
Commerce seeks. experienced attorneys and economists to serve as 
advisors to Trade Ministries in Central and Eastern Europe and the 
former USSR. Future openings may include positions in Russia, Ukraine, 
Moldova and/or Albania. 


i 


Resident Advisors may be stationed in-country for one year or more. 
They will provide technical assistance on GATT/WTO and other trade 
policy issues. Salaries are commensurate with those of US Government 
officials with comparable responsibilities, and overseas benefits are 
provided as appropriate. Successful candidates will have significant 
expertise in GATT/WTO issues. (particularly accession), outstanding 
| managerial and interpersonal skills and knowledge of the region. 
Significant experience in public and private sector policy-oriented work 
and overseas experience are highly desirable. US citizenship and a JD or 
Masters degree in economics or a related field are required. 


Pe rre rnit tency ek uu te aa V MS AA Bath e Ae Mer ranae i v 


Applicants should submit a cover letter specifying their areas of technical 
expertise, the position(s) for which they wish to be considered and a. 
resume as soon as possible to: | "NU S age 
Commercial Law Development Program, © = 

Office of the General Counsel, = 

US Department of Commerce, 14th St. and Constitution Ave., 


Mini Ce APRON RNASE MANIA OMIA HOP AR Nt rata rior wir Nar nati met REMEBER IRIAN thet AA Ire AAAA AAU HM AAAA AAAS AAAA AEA 


A re vale SEPR AP ARP r E Peor r a e DUR A aL QA erige p FERE AULA IHREN Re RC IPM cna OnE ANN bap EEEN 


Personalabteilung | 
53222 Bonn, Germany employer; minorities encouraged to apply. | 








Institutional Reform Specialists - Public Sector | 


The World Bank 


The Poverty Reduction and Economic Management Network (PREM) is one of four Networks in the World Bank, linking all staff working in. | - 
related sectors in regional and central units. The PREM Network includes a Network Council and four thematic groups each led by a Sector ] - 
Board: Economic Policy, Public Sector, Poverty and Gender. The Public Sector group consists of an interdisciplinary team of staff who assist | 
_ the Bank's borrowing member countries in addressing public sector reform issues. They achieve this by providing policy advice, conducting | 

| applied research, synthesizing and disseminating best practice and supporting lending programs. | 


. We are seeking experienced professionals to work on institutional and policy reform in the public sector, particularly in the areas of: 


.* . public sector civil service and administrative reform 
].* tax administration and policy 
-].*. public expenditure management - 
.* ..the design and implementation of donor-funded technical assistance programs 
f * analysis and reform of legal/judicial institutions 
^* public debt management 


The selected candidates will help to build the capacity of Bank staff and member country officials to undertake public sector reform and strengthen 
public sector institutions in developing countries. They will achieve this through direct involvement in Bank projects and/or analytical studies. — 


Selection Criteria: 


Ph.D. or advanced degree in economics, political science, public policy, public administration, business administration, or related field; familiarity 

_ with leading edge approaches in advanced countries in the relevant area of specialty and si gnificant applied experience in developing countries; proven. -| 

| capacity to manage complex tasks, work well in team settings, develop and apply useful analytical tools, and perform well under pressure; strong : oe 

.] analytical and writing skills (demonstrated through pertinent publications) and an ability to translate research findings into practical applications; |. 
fluency in English is essential, and knowledge of a second major language is highly desirable, | ( *USR mes pee 










‘The World Bank offers an internationally competitive compensation package including expatriate benefits. Qualified candidates should send a detailed 
. curriculum vitae, including a list of publications, by June 15, 1998, to: World Bank Recruitment Unit, Room 85-026, Job Code PSM, 1818 H Street, 
N.W., Washington, D.C. 20433; Fax (202) 522-2148. Women and nationals of developing countries are strongly encouraged to apply. Please note that. . 


only shortlisted candidates will receive correspondence. 
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SOCIAL 
EVELOPMENT 
SPECIALIST 
(Indigenous 
Peoples) 


YOU 


can contribute to | 
the development of 


fadigenous 
Peoples 

iH 

Asi 


Ref. no. * 





KPMG 


means business 







£30 
+ benefits 


You will: support operational staff to incorporate 
social dimensions in Bank operations, especially 
indigenous peoples issues; serve as a focal point to 
implement Bank policy on indigenous peoples, 
prepare policy papers and operational guidelines; and 
be a resource person in Bank seminars. 


You must have: 


v graduate degree in anthropology, sociology, law, 
geography, or other social sciences; 


Y S - 10 years social development experience, 


involved extensively in indigenous peoples 
_ issues, and familiar with legal aspects involved, 


Y good knowledge of multilateral development 


organizations, and social/cultural environments 
in the Asian and Pacific region; and 


ES VÝ demonstrated superior oral and written skills, and 


-ability to work with senior officials. 


We offer internationally competitive remuneration 


paid in U.S. dollars (normally free of tax, however the 
Bank is not liable to reimburse. any tax amount due on 


: Bank income as determined. by candidates' national 





authorities) and an excellent benefits package. 


» Women are actively encouraged to apply. 


nd igarficulum vitae and cover letter by fax or mail, 


no later than 13 June 1998 to: 


HUMAN RESOURC ES DIVISION 
ASIAN DEVELOPMENT BANK | 
P.O. BOX 789, 0980. MANILA, PHILIPPINES 


T F ax (63-2) 636-2550 http: Hw sainideyhauiorg 


Only shortlisted éandidaies will be notified. 
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‘hear success, 


“HELEN KELLER. 


"DIRECTOR. 


Helen Keller international (HKI), a global leader in the prevention ; 
and rehabilitation of blindness, seeks a qualified individual to. 
direct its program to eliminate trachoma, the world's leading | 
preventable cause of blindness. The Director interacts. regularly | 
with the Agency's senior management, representing HKE to qe 
donors, governments, international and other r agerian ne will] 


managerial, and ana Iytic skills; an "MPH, ! 
experience in piemanana heal th/disease 


successful candidate will begin’ in  Adgust ir 


This position comes with a competitive benefits. package ane 
salary. Send a cover letter and curriculum vitae by 30 June to: Ms. 
Eileen Chu, Officer Manager, Helen Keller international, 90- 
Washington Street 15th Fi, New York, NY 10006. Fax: 212 943- ] 
1220. No calis please. | z 


HKI is committed to equal employment opportunity. 





Opportunities in International Consulting 


'KPMG is a global leader in international management consulting. Our International Advisory Services Group has 
established a first class reputation and now needs to recruit additional consultants t to help continue to build on 


We are currently working in a number of regions: Africa, the Caribbean, Latin America, the Midd le East, South 
and C entral Asia and Eastem Europe. Ideally, you will have already worked in one of the regions. 

Our approach is. based on a deep understanding of the issues in the countries in which we work, especially with 
regards. to poverty alleviation, transparent government and economic development. We are committed to a 
participative approach to meeting clients. needs and to delivering sustainable benefits. 


Our current main workstreams are: 


. commercialisation/privatisation: contracting out public services; public/private partnerships; transaction 
management; private sector development 
* human resource management: reward management and job evaluation: rationalisation; HR and personnel 


policies; performance appraisal 


* financial and revenue reform: tax (including customs) policies; revenue administration; financial 
management and accounting systems; anti-corruption 

- public sector reform: strategic planning of reform; functional and efficiency reviews; performance 
management; information systems/technology 

* project management: experience of leading multi-disciplinary teams in the above areas. 

Assignments vary in duration and we are secking effective team working consultants who E excellent 


KPMG are excellent. 


E ECONOMIST MAY.3OTH 1998 — 


Please write with a concise CV, including current remuneration details, to John Harbinson, KPMG, 
10th Floor, | Canada Square, Canary Wharf, London E14 SAG, 


interpersonal and communication skills, able to work abroad for up to 12 months on particular projects. 
We can offer you interesting and rewarding work in a wide variety of environments; career opportunities within 
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The Flyback Chronograph 
The screw-in crown, push-buttons and 
caseback guarantee the Flyback chronograph's 

water-resistance to 100 meters. 


LONDON: CARLEY & CLEMENCE. 23. GROSVENOR STREET - WIX 9FE TEL. 44-171- 416 4160 - FAX 44-171-499 3671 


SINGAPORE: SMH S.E.A.. TEL. 65-275-6388 HONG KONG: SWISS PRESTIGE. TEL. 852-2735 4248 
TOKYO: SMH JAPAN. TEL. 81-3-5565-8597. TAIWAN: MEFRAG AG TEL. 886-2-2346 7228 
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The new nuclear stand-off 


NE big bang leads to another, and five to 

another five. It was always likely that, 
once India had conducted its nuclear tests, 
Pakistan would follow suit, and so it has 
turned out. Onlookers, whether nuclear or 
non-nuclear, now have two immediate wor- 
ries. First, the two old antagonists of the sub- 
continent must be persuaded to go no further 
in their dangerous arms race. The trouble 
with such competitions, as the superpowers 
showed after the second world war, is that 
they lead to an ever-more-terrifying attempt 
by one rival to outdo the other in killing 
power. Second, it must be shown that free- 
lance testing by would-be nuclear powers 
does not pay off. It must not gain them admittance to the 
world’s top tables, still less any wider respectability. Only by 
ensuring that the nuclear option carries more costs than 
benefits will an endless string ofother countries be dissuaded 
from making or acquiring the wherewithal to blow up their 
neighbours, and maybe the world. 

Pakistan will make a persuasive case for lenient treatment 
by those who now seek to criticise it. It will claim that it did 
not start this race; that the Indians did. Its government was 
left with little choice in the matter once India had carried out 
its tests; to stay its hand would have been to commit electoral 
suicide. Furthermore, the government had a duty to preserve 
the security of its people. And, lastly, Pakistan is a poor coun- 
try that stands to suffer much more than bigger India should 
international sanctions be imposed upon it. 

Persuasive all this may sound, yet outsiders should not be 
swayed by it. True, the Pakistanis were not the first to break 
the nuclear taboo by conducting tests, but then they had no 
need to. Pakistan’s nuclear weaponry, unlike India’s, is not 
home-grown but, in all probability, acquired in blueprint 
form from China. It has therefore already been tested. If Paki- 
stani security was more at stake after India’s tests than before, 
the decision to follow suit was still unnecessary. 

In fact, Pakistan has no strong reason to feel more threat- 
ened since the Indians exploded their devices in the Raja- 
sthan desert on May 11th. When India thus pulled aside its 
nuclear veil, it was not doing so with Pakistan in mind. India 
has defeated Pakistan three times in conventional warfare 
and could easily do so again. The Indians may have seen 
China as a bigger threat: the Chinese—a far more serious ad- 
versary in terms of every kind of firepower, including the nu- 
clear kind—have also fought the Indians, in a brief border war 
in 1962. But relations between India and China are much im- 
proved, and war between the two looks highly improbable. 
So the most plausible motive for India declaring its nuclear 
hand so unambiguously was to win support for a shaky new 
government at home, and to win some greater status for India 
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on the world stage. 

This is one of the few bits of good news 
around: it means a war between India and 
Pakistan is not in the mind of either country’s 
government, despite the bellicose exchanges 
that have been taking place recently. But wars 
can happen by accident, and it is in every- 
one’s interest that tempers should be swiftly 
calmed and a dialogue opened between the 
two governments to ensure that misunder- 
standings do not get out of hand. The two 
countries face each other angrily in the dis- 
puted territory of Kashmir, and the possibil- 
ity of a trivial incident escalating into war is 
now much more serious. 

To many Indians and Pakistanis, all this will seem like 
sophistry. If the nuclear stand-off between East and West 
helped preserve peace between two hostile superpowers for 
the best part of half a century, why should it not also do so for 
the two hostile countries of the subcontinent? Well, with luck 
it may. But few people should doubt that luck, as well as wis- 
dom and restraint, will be needed. More to the point, how- 
ever, this is a formula for stability that loses its value the more 
it is used. To be sure, the nuclear countries that will now, 
along with others (it is to be hoped), censure Pakistan just as 
they have censured India, will be accused of hypocrisy, and 
with some justice. But the proper response to that is for them 
to shed some, if not all, of their nuclear weapons. The im- 
proper response is to say that, since we have the power to 
blow up the world, everyone else should have it too. 


Notas big as you feel 


Nuclear weapons make governments, and their peoples, feel 
strong and powerful. The feeling is illusory. If India has been 
taken less seriously in world counsels than it would like to 
have been, that is not because it has lacked nuclear weapons. 
It is because it is a country whose governments have so mis- 
managed its affairs, especially its economy, that it has had 
little authority with which to underpin its influence. Indians 
like to think their influence will now grow; criticism will 
count for little and soon evaporate; they will be great at last. 
They point to the short-lived boycott of China after the massa- 
cre in Tiananmen Square in 1989. Yet they miss the point. The 
world takes China seriously, however reluctantly, because of 
its economic might and commercial potential, not because of 
its military prowess. 

As for poor Pakistan, it has now thrown away a rare 
opportunity to make itself look better than India. Smaller, 
less democratic, more corrupt, less tolerant of its minorities, 
and even worse governed (too often by soldiers), Pakistan 
could have won for itself much goodwill had it resisted the 
temptation to go openly nuclear. Now it deserves all the sanc- 
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tions that should have been, and still should be, applied to 

India. In this, the desire is not to impoverish any more the 

wretched people of these two countries. Ideally, sanctions 


would hurt only their misguided rulers. But in reality it must 
be recognised that hurting the innocent may be the only way 


to punish the guilty. And this is now more necessary than ever 
if the round of testing in the subcontinent is not soon to be 
followed by another in the Middle East (Iran?) and then who 
knows where. The trouble with nuclear reactions is that, once 
started, they may be impossible to stop. 





The challenge for America's rich 


Have the new rich broken the unspoken contract of American capitalism? 


A THE turn of the century, with the economy booming 
and inequality on the rise, the Salvation Army threw a 
dinner party at Madison Square Garden. The stadium's lights 
beamed down on thousands of poor people tucking into free 
food. The rich hired boxes and galleries to savour their phi- 
lanthropy. Everybody sang “Praise God From Whom All 
Blessings Flow”. It was hailed by the Salvation Army Com- 
mander as “the dawning of a new era, the bridging of a gulf 
between the rich and poor”. 

Over the next quarter-century the masses at the trestle ta- 
bles turned on the elite in the galleries. The icons of American 
capitalism—the Rockefellers, Morgans and Vanderbilts— 
were denounced as “robber barons” and “malefactors of 
great wealth”. Antitrust policy was used to cut them down to 
size, higher taxes to narrow the inequalities they had created, 
and tariffs to stop them exporting American jobs. The stock- 
market crash of 1929 (also their fault) led the government to 
interfere even more in business. Then came the Depression. 

A simplistic account, no doubt, but one that America’s 
new rich might review. For if 1900 marked the high point of 
one era of wealth creation, with enormous riches for those 
who seized new national markets just then opening up, 2000 
may mark another, with the opportunities flowing this time 
from globalisation, new technology and corporate restructur- 
ing. America, at the last count, had 170 billionaires, compared 
with 13 in 1982. In many cases, the rich have got richer by 
doing rather little. An American who had $500,000 in shares 
and a $500,000 New York apartment 15 years ago, and has 
merely held on to them, is now $5m better off. 

The cliché that America’s poor are too busy striving to 
have time for envy still rings true. Just now the economy is 
doing so well that everybody is getting ahead. But inequality 
has increased sharply over the past 30 years, and this has not 
gone unnoticed. In newspaper cartoons, Bill Gates has 
evolved from geek-hero to bullying monopolist—very Rocke- 
felleresque. “Titanic”, the blockbuster movie, offered a 
bracingly Marxist view of events, and the delight of American 
audiences when one or two rich passengers went under was, 
er, chilling. Barely a week passes without news of some execu- 
tive hauling home a planet-sized pay packet, often for merely 
keeping his own company's performance in line with the 
stockmarket's. And the fattest pay packets often occur at com- 
panies where “downsizing” is most vicious. Can it be long 
before populists such as Pat Buchanan begin to tap directly 
into these resentments, before politicians say that “some- 
thing must be done" to rein back American capitalism? 

Of course, public policy can do sensible things, as well as 
crass destructive ones, to address fears that America's less for- 
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tunate are being left behind. But on this occasion we will not 
dwell on the rights and wrongs of welfare reform, education 
reform, tax reform and the rest. We simply pose the question, 
what might America's rich themselves do to assuage the anxi- 
eties and resentments of the unrich? 

Nice pickings 

Once upon a time, philanthropy was the answer. Americans 
still give generously, especially compared with mean Europe- 
ans. But there are signs that the tradition is flagging, particu- 
larly near the top. By one count, eight in ten Americans earn- 
ing more than $1m a year leave nothing to charity in their 
wills. By any measure, the new billionaires of Silicon Valley 
and Wall Street pale alongside the robber barons. John D. 
Rockefeller started giving away his money when he was a 
clerk in Cleveland; by the end of his life he had handed over 
$550m, around $6 billion at today's prices. The barons also 
had a sense of purpose. Nowadays, when cash is given, it is 
often thrown away on things like renaming business schools. 
Philanthropy needs the bright ideas of the new corporate 
leaders as much as it needs their cash (see pages 17-19). 

In such a market-driven place as America, there is always a 
chance that a problem can heal itself. The pattern of future 
growth may, relatively speaking, favour today's low-income 
groups more than the better-off. The conspicuous excesses of 
capitalism may likewise be curbed: shareholders may clamp 
down on silly executive pay. Downsizing is going out of fash- 
ion. Also, many of the new rich are young; they will become 
more philanthropic in their dotage. On the other side stand 
the lesson of history (even the robber barons' generosity did 
not avert a backlash)and the fact that few ofthe new rich seem 
to be aware that they are doing anything questionable at all. 

This conviction sometimes reflects the products they 
make. A software designer is a creative type, an artist almost— 
hardly an exploiter, like somebody who builds a railway. But 
it also reflects two tenets of modern American business. 

The first is the perception that a businessman's value to 
society lies solely (as opposed to chiefly) in being a good busi- 
nessman, in starting companies and making better products. 
Medical and law schools teach the value of pro bono work, 
business schools rarely do. The more dangerous second idea 
is the notion that America's rich owe their wealth entirely to 
their own brilliance, when in fact they also owe much of it to 
the system that allows and encourages great wealth to be cre- 
ated. Philanthropy is part of the unspoken contract that un- 
derpins the American dream. If that contract is broken, a 
backlash is likely. Every American, rich and poor, would lose. 
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Ulster’s next hurdle 


Welcome as the referendum’s Yes vote was, the biggest test for peace 


is yet to come 


FTER 30 years of “troubles”, and many false starts in the 
attempt to achieve a settlement between Catholics and 
Protestants, the path towards peace in Northern Ireland is 
bound to be long and bumpy. In the euphoria surrounding 
the province’s marvellously clear “Yes” vote in the referen- 
dum on May 22nd on the proposed constitutional settle- 
ment, that simple truth risks being forgotten, especially 
among non-Irish observers. Indeed, one of the toughest tests 
is but a month away: the elections on June 25th to form the 
new Northern Irish assembly. 

With good reason, it was widely feared that many union- 
ist voters would give a cold shoulder to the settlement, or that 
a majority might reject it. In the end, that fear proved ground- 
less, with 71.1% of Northern Ireland’s voters saying Yes, includ- 
ing a narrow majority among unionists (see page 55). Yet the 
next risk still lies on the unionist side. It is that, having per- 
haps reluctantly been persuaded to endorse the peace deal, 
sceptical unionists might now express their fears by electing 
anti-agreement candidates to the new assembly. 


A fragile structure 


This would be far from irrational: we couldn't in the end say 
No to peace, the thinking may go, but we want to be sure that 
our voice is heard loud and clear in future. The calculation is 
delicate. Talk, for example, of alliances between the moderate 
nationalists of John Hume's Social Democratic and Labour 
Party (SDLP) and David Trimble's Ulster Unionist Party (UUP) 
might, for the long term, imply a welcome move to the centre 
ground, bridging the sectarian divide. But in next month’s 
elections, such talk could push some Yes voters back into the 
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anti-agreement fold. And that could prove disastrous. 

This is because the constitutional price that has been paid 
to secure a settlement is a high one. In the new assembly, deci- 
sions will have to be backed by a majority of both of the main 
political streams, namely of nationalist Catholics and union- 
ist Protestants. Such a procedure was deemed necessary to re- 
assure both sides that their interests could not be steam- 
rollered. But it is the sort of requirement that makes a 
constitutional scholar blench. For it is an open invitation to 
small parties to paralyse the whole assembly. All that will take 
is the votes of little more than a quarter of the members. 

That is what gives anti-agreement unionists, loosely led by 
the Reverend lan Paisley and his small Democratic Unionist 
Party (DUP) but also including some uur dissidents, their 
hope. Disappointing that hope must now be the focus of the 
next month's campaigning. There is some cause for opti- 
mism. Mr Paisley's support is thin, and this elderly rabble- 
rouser is not the force he once was. Nevertheless, if the assem- 
bly becomes paralysed so too will be the whole settlement; 
violent extremists on both sides will take their cue, and once 
again, as in 1974 after the Sunningdale power-sharing agree- 
ment was brought down by Protestant strikes, direct rule 
would have to be resumed. 

If this settlement is to endure, and this generation's 
chance for peace is to be taken, voters on June 25th must be 
persuaded to opt for the constructive consensus-builders of 
the spLP and uur, rather than the blockers of the pur. And if 
that happens, the long-term task will be clear: to help North- 
ern Irish politics evolve into a condition in which this fragile 
constitutional structure can be ditched. 





Let the yen fall 


A weaker yen is good news, not bad, for Japan's economy 


OR years, the yen was one of the world's strongest curren- 

cies. No longer. This week it hit a seven-year low of Y138 
against the dollar—40% down on three years ago. To some, 
this is yet more evidence of Japan's deepening economic 
mess, and a bad harbinger for the outside world, too. Worries 
that a falling yen could prolong Asia's financial crisis have 
helped push Wall Street sharply lower. Yet such sentiments 
are misplaced. The weaker yen will not be a cure-all, but it is 
likely to do more good than harm. Which is more than can be 
said for the measures that would be needed if policy-makers 
were to set out to make it stronger. 

The recent fall in the yen largely reflects the relative stance 
of monetary policy in Japan and the United States. American 
interest rates are likely to rise over the next year to keep infla- 
tion in check, while the Bank of Japan is expected to ease pol- 
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icy. There is little scope for it to reduce interest rates much 
further from their historic low of 0.5%, but the bank could still 
spur the economy by, in effect, printing massive amounts of 
money. This, in turn, implies a weaker exchange rate. To 
achieve a stronger yen would require higher interest rates and 
monetary contraction: the opposite of what Japan needs. 

A cheap yen will bring three benefits to Japan. First, it will 
boost exports and so help to offset feeble domestic demand. 
Second, by helping to push up import prices a weaker yen 
will make deflation less likely. Japan is currently in danger of 
entering a deflationary spiral in which falling prices swell the 
real debt burden of companies, which adds to the problems 
of the banking sector, which further depress demand and so 
prices fall lower still. And, lastly, a cheaper yen will lure new 
capital into Japanese equities and property, helping to ease 
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one of the financial sector's biggest problems. 

From this point of view a fall in the yen should be cheered 
not feared. However, many policy makers and commentators 
in both America and Japan are less than enthusiastic. They 
warn of two adverse consequences. First, that a lower yen 
could trigger another round of financial-market turmoil in 
the rest of East Asia. There are some grounds for this, but only 
if the yen were in free-fall rather than in a fairly steady slide. A 
collapse would indeed unsettle other Asian markets, and 
avoiding that is a legitimate policy objective. But a slide is 
another matter entirely. For Japan's very economic weakness 
is one of East Asia's main problems: fresh growth in Japan, 
and prevention of deflation, are powerfully in other Asian 
countries' interests. 

The second common objection to a weak yen is that it will 
widen Japan's trade surplus and so reignite demands in 
America for protectionist measures. It is true that by most 
measures, such as purchasing-power parity, the yen has al- 
ready fallen below its “equilibrium value". Partly as a result, 
Tokyo, once the most expensive city in the world, now seems 
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fairly reasonable to a visitor compared with New York, say. It 
is striking that a Big Mac hamburger now costs about 30% less 
in Tokyo than in mid-town Manhattan. This might suggest 
that the yen-dollar rate has already overshot. However, it is 
quite natural for weak economies to experience depreciating 
currencies and for booming economies to see rising ones. 
Rather than the tumbling yen being more evidence of eco- 
nomic incompetence, the exchange rate is the mechanism 
that redistributes demand away from economies that are op- 
erating at full capacity towards those in recession. Thus a 
strong dollar is also in the interest of America's overheating 
economy right now as it is helping to keep down inflation. 

This does not mean that devaluation will wipe away Ja- 
pan's woes. Far from it. There is still much that the govern- 
ment must do: implementing its latest fiscal stimulus, clean- 
ing-up the financial sector and deregulating many services 
businesses are vital for Japan's longer-term economic health. 
But if a cheaper yen contributes to economic recovery it will 
at least provide a healthier environment in which to carry out 
some painful structural reforms. 





Blame it on the boogie 


The British government's labour-market and energy policies hark 


back to its Old Labour roots 


OONER or later, it had to happen. New Labour, the ulti- 

mate in nineties political style, discovers seventies retro- 
chic. So what if the party was slow to spot the return ofthe lava 
lamp and the Spacehopper? Ageing trendies are always a bit 
behind. What could be cooler than to pull a couple of seven- 
ties policies out of the drawer marked “nostalgia”? 

Take, for example, “Fairness at Work", Labour's recent 
white paper giving greater rights to employees and trade 
unions. Mercifully, like most such revivals, this is a pale imita- 
tion of the original: as Tony Blair promises, there will be no 
return to the closed shop and secondary pickets. Even so, 
there is plenty to worry about. Whether they want to or not, 
British bosses will have to negotiate with unions over pay, 
hours and holidays when a ballot ofthe workforce produces a 
majority in favour and if more than 4096 of the whole work- 
force votes yes. No vote will be needed when more than half 
of the employees are union members. Only companies with 
fewer than 20 workers will be exempt—exposing smallish 
firms to the hassle of dealing with unions. Union leaders, hav- 
ing moaned that Mr Blair was too friendly with business, are 
now far cheerier. "There is no company in the land which 
will be able to keep us out," enthused one. 


Meanwhile, back at the coal face 


But as echoes of the 1970s, Labour's sops to the trade unions 
are nothing compared with its antics in the energy market. 
The problem, as the government sees it, is that Britain's fast- 
fading coal industry is rapidly losing its biggest customers, as 
electricity generators switch from coal to gas. The "solution", 
so far, has been to ban new gas-fired power stations. No fewer 
than 28 such stations have been on hold since December. 
Now it seems that the government—in the guise of the pay- 
master-general, Geoffrey Robinson, a former businessman no 
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less—is planning to extend this ban and to persuade the big- 
gest fossil-fuel generators to keep buying British coal. 

It is hard to credit that anyone with a grasp of economics 
could have dreamt this up. There is, as it happens, a problem 
with the electricity market. But Labour, in its urge to strike a 
deal for coal, has missed it. The trouble is that most ofthe time 
the wholesale price of electricity is set by the three main fossil- 
fuel generators. They therefore have the power to keep prices 
high by mothballing marginal power stations—which hap- 
pen to be coal-fired. That creates an incentive for other gen- 
erators to build new plant—and the cheapest option is gas. 

Far from increasing competition, the government's plan 
would strengthen the incumbent generators. It would keep 
power prices up, at the expense of everyone except these gen- 
erators, coal miners and pit owners. In the long run, it may do 
the coal industry no good either: gas-fired power stations are 
becoming ever smaller, so more customers in future will gen- 
erate their own power. The government would be better ad- 
vised to review competition in generation. Were generators 
forced to auction mothballed plant, so that marginal power 
stations were spread around more owners, there would prob- 
ably be more coal burned and power prices would be lower. 

The government would no doubt deny that its return to 
the 1970s has anything to do with nostalgia for coal. It would 
be wrong, it says, for Britain to be too dependent on gas for its 
electricity. But that danger is remote: it seems unlikely that 
gas’s share of the market will rise much above 50%—com- 
pared with coal's 7096 as recently as 1990. 

No: the explanation is that fondness for the 1970s dies 
hard. But unlike the young things boogying in London clubs, 
Mr Blair has no excuse. He can remember how bad the decade 
was the first time—the music, the fashion, and the economics. 
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The gospel of wealth 


NEW YORK AND LOS ANGELES 


Money is pouring into charities in America. But philanthropy desperately 
needs more support—and ideas—from the new ultra-rich 


T WOULD be hard to find a more dra- 

matic example of the vitality of philan- 
thropy than the Getty Centre. The complex, 
which sits on top of a Los Angeles hill like a 
modernist parody of a Greek city state, did 
not raise a penny of the $1 billion it cost to 
build from the public purse. And yet it 
serves public purposes galore, providing a 
research centre for scholars, a think-tank 
for conservationists and a spectacle for 
tourists. John Paul Getty was, by all ac- 
counts, a fairly obnoxious man. Yet, thanks 
to the magic of philanthropy, he has now 
been transformed into one of America’s 
greatest patrons of the arts. 

You might think that a conference on 
the future of philanthropy held at the cen- 
tre would be a triumphalist affair—particu- 
larly since the delegates collectively con- 
trolled more than $80 billion in assets. 
After all, far from being an isolated folly, 
the Centre represents a long and grand tra- 
dition of American philanthropy. Last year, 
according to figures released this week by 
Giving USA, Americans donated $143 bil- 
lion to non-profit organisations. Just over 
three-quarters of this came from living in- 
dividuals ($109 billion); the rest from foun- 
dations ($13 billion), bequests ($13 billion) 
and companies ($8 billion). The non-profit 
part of the economy accounts for 8% of 
GDP, a figure that has more than doubled 
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since 1960; and it employs nearly 10% of 
the American workforce—more than fed- 
eral and state government combined. 

Philanthropy would appear to be alive 
and well. The 121 biggest foundations had 
assets of $126 billion at the end of 1997. Yet 
the people who gathered at the Getty in late 
April courtesy of the American Assembly 
were in no mood to celebrate. American 
philanthropy is “a tradition in jeopardy”, 
many participants argued. 

One problem is that charity is being 
asked to do more, as government tries 
(none too successfully, as it happens) to do 
less. Also, the amateurishness of many char- 
ities has led to a deluge of scandals. Public 
criticism mounts as the right accuses chari- 
ties of showering grants on a predictable 
list of modish causes—physically-chal- 
lenged Latino dance troupes and the like— 
and the left berates them for wasting 
money on people like opera singers who al- 
ready have too much of it. In general, a high 
proportion of supposedly philanthropic 
giving goes to gratifying people’s egos 
rather than to helping the poor. 

But something else may best explain the 
current unease: the fact that, so far, Ameri- 
can philanthropy has drawn too little on 
the money and ideas of the new generation 
of entrepreneurs that is currently reshaping 
American business. The most frequently in- 


voked names in philanthropic circles are 
still those of the men who introduced the 
country to steel, oil and trains, not those 
who are bringing it computers, gene ther- 
apy and cable television. 


Like old times 


The parallels between “the gilded age” at 
the turn of the century, when people like 
Rockefeller, Carnegie and Morgan made 
their money, and today are uncanny. There 
is the same onrush of innovation; the same 
straining at the social fabric as immigra- 
tion surges, industries restructure and in- 
equalities widen; and the same pell-mell 
creation of new wealth. The United States 
already boasts 170 billionaires, 250,000 
deca-millionaires and 4.8m millionaires. 

But when it comes to philanthropy the 
parallel ends. The gilded age's “malefactors 
of great wealth” were also benefactors of ex- 
traordinary generosity. Andrew Carnegie 
put philanthropy at the heart of his “gospel 
of wealth”. John D. Rockefeller, who gave 
away a tenth of his income even when he 
was a clerk in Cleveland, declared that 
“anybody who dies rich dies disgraced” 
and transformed Standard Oil from the 
greatest wealth-creating machine in the 
world into the greatest charity-dispensing 
machine in history. 

The robber barons used their donations 
for selfish reasons, of course: to save their 
property from expropriation and to bur- 
nish their reputations. But they also used 
them to determine what sort of country 
America was going to be. Carnegie pro- 
vided poor areas with schools and libraries 
because he wanted to turn America into a 
meritocracy in which everybody had “lad- 
ders within reach upon which the aspiring 
can rise.” And dozens of families founded 
art galleries because they wanted to ensure 
that America was a cultivated as well as a 
commercial society. 

Today’s new rich have the opportunity 
to shape America—and the world—just as 
profoundly as Carnegie and Rockefeller 
did. But so far most have failed to take it. 
George Soros, the financier, is one notable 
exception: he has given a fortune in cre- 
ative and unusual ways, taking great care 
over how the money is spent. Ted Turner, 
the media mogul, is another: earlier this 
year, he gave $1 billion to the UN. But when 
Tim Wirth, a former senator who now runs 
Mr Turners United Nations Foundation, 
explained his plans in April, one of the 
loudest cheers greeted the speaker who 
begged the “other robber barons” to do 
their bit too. 

Giving by the country’s wealthiest peo- 
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ple began to decline as a proportion of 
their income when the falling tax rates of 
the 1980s meant that they had less incen- 
tive to make donations. Only one founda- 
tion in America’s top ten is not based on an 
old industry: the Packard Foundation. 
There is so little enthusiasm for following 
Packard’s example in Silicon Valley that 
companies seem more likely to boast 
crèches for their employees’ pets than pro- 
grammes designed to assist the poor and 
unskilled who are being priced out of the 
area's soaring property market. When the 
geeks do stoop from time to time to chari- 
table work, they tend to do self-serving 
things such as providing local schools with 
free computers. 

It may just be a question of timing: the 
new ultra-rich got that way very suddenly, 
and have had little time yet to spend their 
money. Bill Gates argues that anybody can 
give away money. The point is to give it 
away intelligently, which means doing it 
yourself rather than bringing in profes- 
sionals; and, like most of his kind, he is still 
too young to turn himself into a full-time 
philanthropist. When Ted Turner de- 
nounced the *Forbes 400" list of the 
wealthiest Americans for encouraging peo- 
ple to hoard their wealth rather than give it 
away, Slate, an Internet magazine owned 
by Microsoft, established a rival list of the 
most generous philanthropists. Represen- 
tatives of the newly wealthy, including Bill 
Gates and Paul Allen, the founders of 
Microsoft, did crop up on Slate's list for 
1997 (see table on next page). Yet, Mr Soros 
and Mr Turner aside, the new philanthro- 
pists show little imagination. 

Some of their donations are quirky. 
Family planning in Mexico is a favourite 
with computer millionaires. Most of it is 
dully predictable. Today's rich are making 
donations to universities that yesterday's 
rich set up in the first place. The current 
fashion is paying millions to rename some 
already extravagantly libraried business 
school after yourself. Columbia University 
has put the nameplate of its business 
school on the market for $60m. All this is a 
missed opportunity. Larger forces are 
changing the rules of American philan- 
thropy; if the new rich acted more cre- 
atively, they could influence the outcome, 
and their legacy would be multiplied. 


Policy and compassion 


Four forces are changing philanthropic 
America. The first might be called the de- 
nationalisation of compassion: the retreat 
of government, particularly the federal gov- 
ernment, from areas that it tried to annex 
in the 1960s. For instance, Republican poli- 
ticians such as Wisconsin's governor, 
Tommy Thompson, and Indianapolis's 
mayor, Stephen Goldsmith, are trying to 
enlist both for-profit and non-profit groups 
(including churches) in getting the unem- 
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ployed back to work. 

The second force is denationalisation 
of a different sort. Globalisation is weaken- 
ing the ties that bound companies to the 
cities that gave them birth. The Bank of 
America has been the backbone of philan- 
thropy in San Francisco since its founda- 
tion in 1904; but now that it is trying to 
turn itself into a “global player" by merging 
with NationsBank (and moving its head- 
quarters to North Carolina) it will have less 
and less reason to treat one city on the Pa- 


cific rim any differently from the others. 

At the same time, globalisation is forc- 
ing both companies and individual phi- 
lanthropists to think on a bigger scale. 
Americans gave nearly $2 billion to inter- 
national causes in 1997. America's most 
generous philanthropists, George Soros 
and Ted Turner, are chiefly interested in 
global issues. Just as the founders of mod- 
ern philanthropy tried to provide answers 
to problems that were national in scope at 
a time when national government was 
weak, so today's philanthropists have a 
chance to address problems that are global 
in scope at a time when global institutions 
are even weaker. 

The third thing that is revolutionising 
American philanthropy is the blurring of 
the distinction between the profit and the 
non-profit sectors. In health care, and even 
in education, for-profit companies are in- 
creasingly doing things that used to be re- 
served for non-profits. And non-profits in- 
creasingly model themselves on profit- 
making businesses. Business schools put 
on courses for voluntary workers. Non- 
profits hire managers from the private sec- 
tor, and pay them accordingly. Some non- 
profits even charge for their services or 
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O AREA of America's charitable in- 
frastructure feels more threatened 
| than corporate philanthropy. As compa- 
nies have downsized, they have often cut 
their charitable giving. Managers have 
come under increasing fire from share- 
holders for giving away "their" money. 
Now various charitable groups are up in 
arms about a Republican proposal to 
force companies to disclose what they 
are giving. In fact, this could bea blessing 
in disguise. 
| In 1997 Paul Gillmor, a Republican 
congressman from Ohio, introduced 
two bills. One would require companies 
to disclose how much they give to indi- 
vidual charities; the other would require 
them to let shareholders vote on it. The 
first bill is now in committee stage, 
pending a report by the sec. 

Many companies say the idea would 
cost money and reduce donations. Yet 
companies already have to disclose their 
charitable expenses to the taxman and 

(presumably) their boards. Shareholder- 
| rights activists reply that the companies 
are hiding money given to projects that 
serve mainly to satisfy their directors’ 
vanity. Some shareholder activists, such 
as Robert Monks, think there is a case for 
abolishing the “charitable” category alto- 
gether: any philanthropic cost that can- 
not be deducted as a normal expense 








should not be incurred anyway. 

Some would reply that philanthropy | 
is indeed good for business. Altruistic 
companies such as Levi Strauss and Ben 
& Jerry’s have tended to do better with 
both their employees and their custom- 
ers than those with less of a reputation 
for generosity. Charitable work is a good 
way to force managers, particularly up | 
and coming ones, to think about the 
communities that surround them (from 
which they will draw their workers) and 
the customers they serve. 

The idea that the right kind of philan- 
thropy is good for companies has long 
been preached by gurus such as Peter 
Drucker. Few managers seem to agree: | 
only about 5% of America’s companies 
offer employees paid sabbaticals to do 
volunteer work. That may change, how- 
ever. In New York, the David Rockefeller 
Fellows Programme lures a dozen busy 
high-flyers each year out of their offices 
for two mornings and one evening a 
month—and shows them round their 
city, introducing them not only to the 
mayor but also to areas such as Harlem 
and the Bronx. The programme’s direc- 
tor, Emma Oxford, argues that this not 
only wins important friends for the city, 
but also helps the participants’ careers. 
Needless to say, it is an excellent net- 
working opportunity as well. 
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spin-off profit-making subsidiaries. 

The fourth thing is perhaps the most 
important of all: money, of which there is 
much about. The strength of the stockmark- 
et has increased the income of many foun- 
dations faster than they can spend it. And, 
market corrections notwithstanding, the 
future looks better. Todd Cohen, the editor 
of Philanthropy Journal, points out that 
many rich baby-boomers will eventually 
have two fortunes to spend: the money they 
have managed to make themselves and the 
estimated $10.4 trillion that they stand to 
inherit from their parents. He adds that the 
baby-boomers’ notorious self-absorption 
could well work to philanthropy’s advan- 
tage: once they become interested in it, they 
will become obsessed by it. 

What must be added to this mix Is cre- 
ativity. For a start, draconian government 
regulation must be fought back. Following 
a spate of scandals (for instance, the presi- 
dent of the United Way spent $600,000 of 
his organisation’s money on a 17-year-old 
mistress), the government has faced pres- 
sure to supervise the sector more closely— 
especially as it delegates more of its own 
tasks to it. Some demand an sec for the 
non-profit sector. 

In some cases, this is right. Certainly, 
companies should say what they are doing 
with their shareholders’ money (see box on 
previous page). The boundary between 
charitable and profit-making work needs 
to be patrolled. But too often the govern- 
ment seems to want to micromanage chari- 
ties—forcing, for instance, Catholic schools 
to cover crucifixes when they provide after- 
school programmes. The glory of the volun- 
tary sector is that it is a place where a thou- 
sand flowers can bloom. It will be an irony 
indeed if, in an attempt to shrink the state, 
the Americans end up nationalising the 
voluntary sector instead. 

The voluntary sector also needs new 
leaders. The old foundations have stood the 
test of time and still give generously. But 
many lack a sense of urgency, and most are 
led by the conservative and the old-fash- 
ioned. American philanthropy needs to 
call on the same brains that have changed 
American business. 

This does seem to be happening—albeit 
in a small way. So far Silicon Valley's stars 
have tended to think that making good 
products and investing their own fortunes 
in small companies was virtue enough. 
Craig Smith at the Conference Board ar- 
gues that some of the “digiterati” are begin- 
ning to worry that their products often in- 
crease inequality rather than cure it (rich 
children have more access to computers 
than poor ones), and want to do something 
about it. There is anecdotal evidence too 
that young turks on Wall Street are thinking 
about more than their bonus packets. 

Rosabeth Moss Kanter of the Harvard 
Business School characterises the attitude 
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of the new givers like this: “We 
fixed American business; now 
we need to fix charity." These 
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ups focusing on children and 
education) with the expertise of 
its cyber-millionaire members, 
just as much as with their money. It also 
wants to train future philanthropists. 

City Year, a charity founded by two 
graduates of Harvard Law School in Bos- 
ton, but which has since spread to other cit- 
ies, helps young volunteers to come up with 
*business plans", which local firms then 
back. New Profit Inc, another Boston-based 
organisation, will concentrate on investing 
in the “infrastructure” of local charities—by 
providing them with chief financial offi- 
cers, for example—so that they can run their 
affairs better. The Robin Hood Foundation, 
set up in 1988 by three Wall Street dealers to 
help the poor, uses management consul- 
tants and puts an unusual emphasis on 
helping its clients to look after each other. 
Robin Hood's successful needle-exchange 
programme is run by a former addict. 

The new philanthropists are not shy 
about demanding performance. George 
Soros is giving $25m to after-school pro- 
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grammes in New York, but only if match- 
ing funds come from other groups. In an- 


other instance of “outcome-oriented 
philanthropy”, the New York City Partner- 
ship, a group of local business leaders, is 
pledging $30m to provide local headmas- 
ters and teachers with financial rewards if 
they perform well. These “executive bo- 
nuses” are part of a co-ordinated campaign 
to produce a better workforce—a far cry 
from the days when a local business might 
be called upon to chip in money for new 
uniforms for the school band. 

But perhaps the defining theme of the 
new philanthropy is not so much its fond- 
ness for business theory as its iconoclasm. 
Peter Norton, who made his fortune out of 
computer software and now describes him- 
self as a “gentleman philanthropist”, ar- 
gues that giving should be quick and 
quirky. In a world where foundations 
sometimes can take a year to give away 
money, his family foundation responds to 
a request for money within ten days. And 
he thinks that failure is a necessary cost of 
innovation. Indeed, some of his projects— 
bankrolling a catalogue, selling toys and art 
made by people from Los Angeles's Skid 
Row-seem to ask for it. 

Mr Norton describes himself as noth- 
in£ more than "an ant-sized preview of 
what is to come." Perhaps. America could 
be on the verge of a golden age of philan- 
thropy, of a sort not seen since the 1900s. 
But if that is to happen, many more of the 
entrepreneurs who are changing the rules 
of everything from computers to high fi- 
nance will have to start applying their 
minds to the art of giving as well. 
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Pakistan retaliates 








Pakistan conducted five nu- 
clear tests, its first ever. 
Nawaz Sharif, its prime min- 
ister, had been under intense 
pressure to respond to the 
five nuclear tests carried out 
by India two weeks earlier. 
America said both countries 
were now under sanction. 


The IMF sent a team back to 
Indonesia to discuss eco- 
nomic and political reforms 
with the new government of 
President B.J. Habibie. A gov- 
ernment minister said that a 
presidential election could be 
more than a year away. 


Tens of thousands of South 
Koreans went on strike, de- 
manding fewer sackings, 
more benefits for the jobless 
and an easing of reforms 
agreed on with the IMF. 


Hong Kong’s voters turned 
out in record numbers, creat- 
ing the first elected opposi- 
tion group in China’s history. 


Big bucks 


President Clinton presented 
the latest set of predictions 
for America’s budget sur- 
plus, a record $39 billion for 
fiscal 1998. It was the first 
budget surplus since 1969. 


Mexican rage over the Amer- 
ican sting that revealed 
money-laundering by big 
Mexican banks blazed on: it 
had hit their own and the 
banking system's credibility, 
Mexican regulators com- 
plained. Officials of the two 
countries are to meet. 
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Smog brought Mexico city to 
a state of emergency, though 
forest fires in the south were 
said to be coming under con- 
trol. Farther south, in Nicara- 
gua and Honduras, they con- 
tinued to burn unchecked. 


An earthquake killed about 
100 people in Bolivia. 


Stirring up trouble 


Newt Gingrich, the speaker of 
America’s House of Represen- 
tatives, who was addressing 
Israel’s Knesset, went beyond 
his government's policy by 
declaring Jerusalem to be Is- 
rael's *united and eternal 
capital". Meanwhile, right- 
wing Israelis tried, unsuccess- 
fully this time, to settle them- | 
selves in the Muslim quarter 
of the Old City. 


Lebanon's government and 
its allies did badly in the first 
stage of local elections, the 
first in 35 years. Shia Muslim 
Hizbullah and the Christian 
opposition did best. 





Iran announced that 
Gholam-Hossein Karbas- 
chi, Tehran's mayor, will go 
for trial on corruption 
charges on June 7th. Its ap- 
peals court ordered that 
Helmut Hofer, a German 
businessman condemned to 
death for having sex with a 
Muslim, should be retried. 


Encouraged by President 
Clinton's concessions on 
sanctions, Iran announced 
that next week it would un- 
veil a major project for trans- 
porting crude oil from the 
Caspian to the Gulf. Agree- 
ments have been signed with 
British and Irish companies; 
America's Mobil is interested. 





Saudi Arabia's interior minis- 
ter told a visiting Kuwaiti 
minister that the 1996 bomb- 
ing of an American military | 
base at Khobar was carried 
out by Saudi nationals with- 
out foreign involvement. 





The ruling Socialist Party 
claimed victory in Senegal's 
general election. The opposi- 
tion claimed there was fraud. 


| Russian crisis 





Facing a crisis of confidence 
in its currency and with its 
stockmarket still falling, Rus- 
sia's government sought aid 
from the IMF and tripled in- 
terest rates to 150%. After an 
emergency meeting with his 
top advisers, President Yeltsin 
claimed the country had 
enough reserves to avoid a fi- 
nancial crash. 


Electors in Northern Ire- 
land backed the Good Friday 
political settlement; 71.1% 
voted Yes. In another referen- 
dum south of the border, 
94.4% of votes were cast for 
dropping Ireland's claim to 
the North. 


A state visit to Britain of Em- 
peror Akihito of Japan was 
made more dramatic by ex- 
prisoners of war demanding | 
an apology and compensa- 

tion for Japan's war crimes. 


After a second round of vot- 
ing on May 24th, a right-wing 
alliance emerged as the win- 


| ner of Hungary’s general 
| election, defeating the Social- 


ist-led coalition that has 
reigned for the past four 
years. 


In local elections in Italy, 
candidates of parties in the 
ruling centre-left coalition 
did badly, while those of 
small, revamped Christian 
Democratic parties of the cen- 


| tre did well. 


Police in Belgium, France, 
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POLITICS THIS WEEK 


Germany, Italy and Switzer- 
land arrested more than 80 
people thought to be con- 


| nected to an Algerian ex- 


tremist group. The sweep 
was meant to forestall terror- 
ism during the football 
World Cup, which starts in 
France on June 10th. 


After the worst fighting in 
more then five years between 
Georgian forces and separat- 
ists in Abkhazia, the two 
sides declared a ceasefire. Sev- 
eral hundred people may 
have died. At least 20,000 
Georgians fled. 


NATO said it would expand a 
military exercise in Macedo- 
nia and hold one in Albania. 
It is also drawing up plans 
for possible permanent de- 
ployments in both countries. 
The aim is to contain the 
growing conflict in Kosovo, 
Serbia's separatist province. 





Gerhard Schroder, the main 
challenger to Helmut Kohl as 
Germany’s chancellor in Sep- 
tember's election, named a 
"core team" of his Social 
Democrats for the election 
campaign. Oskar Lafont- 
aine, the party's left-wing 
chairman, will speak on 
finance. 


A Swiss historians’ committee 
said that Switzerland's central 
bank and its insurance com- 


| panies took large deposits of 


gold from Germany during 
the second world war, even 
though they knew much of it 
had been stolen from the cen- 
tral banks of countries occu- 
pied by Germany. 
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Pay dirt 


The European Commission 
unanimously blocked a Ger- 
man pay-television merger 
on competition grounds, 
throwing the emerging indus- 
try there into confusion. Karel 
Van Miert, the competition 
commissioner, reached a 
compromise with two mem- 
bers of the alliance, Kirch and 
Deutsche Telekom, but a 
third, Bertelsmann, balked. 





Trinity, Britain’s largest re- 
gional newspaper group, 
withdrew from the fray after 
Germany's largest newspaper 
publisher, Axel Springer, de- 
clared it was interested in 
Mirror Group, publishers of 
the mass-market Daily Mir- 
ror, and valued at some £1.1 
billion ($1.8 billion). Mirror 
Group's share price shot up. 


Vendex International is to -> 
merge its food division with 
De Boer Unigro to create a 
Dutch supermarket group 
second only to Ahold. The 
merger will take the form of 
an equity swap to be fixed in 
July; shares in both soared, 
giving a total market value of 
close to 5 billion guilders 
($2.5 billion). 


The Federal Trade Commis- 
sion was reported to be pre- 
paring an antitrust action 
against Intel, accusing the 
chip maker of abusing its mo- 
nopoly strength to deter com- 
petitors. After the Justice De- 
partment's case against 
Microsoft, this would be a 
second big assault on the 
"Wintel" Pc standard. 
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Netscape Communications | Healthcare firms had a 


reported higher revenues 
than expected in the quarter 
to end-April. But year-on-year 
figures for January show that 
the firm’s share of the Inter- 
net browser market has con- 
tinued to slide, from 63% to 
54%; Microsoft's rose from 
21% to 39%. 


Might that change? A new 
way of selling pcs was an- 
nounced by Gateway, one of 
the three biggest producers 
dealing directly with custom- 
ers. For a fixed fee per month, 
buyers will get a PC, unlim- 
ited access to the Internet 
and—a blow to Microsoft—a 
choice of Microsoft Explorer 
or Netscape Navigator. 


The Russian oil industry 
buckled under the strain of 


| low oil prices. Two big inte- 


grated oil firms, Yukos and 
Sibneft, said they were calling 
offa planned merger. And an 
auction for the last big state- 
owned oil firm, Rosneft, at- 
tracted no bidders willing to 
pay the asking price of at 
least $2.1 billion. 


Usinor took a large stake in 
Brazil’s steel market. The 
French steel maker takes con- 
trol of Acesita with the pur- 
chase of a 30% stake for 720m 
reals ($626m). Indirectly, it 
also gains a 16% stake in CST, 

















a small maker of steel slabs | 


thought to have potential. 








The money-losing New 
Yorker magazine, owned by 
S.I. Newhouse's Advance 
Publications, replaced its 
president, Thomas Florio, 
with his brother, Steven. 





string of successful operations 


in America. Tyco Interna- 


tional bought U.S. Surgical for 


$3.3 billion. McKesson, an 
American medical supplier 
signed a $5 billion deal with 
hospital chain Columbia/ 
HCA. United Healthcare has 
acquired Humana, another 


_ American health-care pro- 


vider, for $5.5 billion. 


The battle for Britain's More 
Group continues. A bid from 
Decaux of France has been re- 
ferred to the monopolies 
commission on the ground 
that the new group would 
control too much of the bus- 
shelter and billboard market. 
Then America's Clear Chan- 
nel made a better offer. 
Decaux said it would pay 
£522m ($851m) if the commis- 
sion allowed it to rebid, top- 
ping Clear Channel's £475m. 


Japan's giant Toshiba, maker 
of everything from chips to 
nuclear power stations, de- 
clared a profit of Y7.3 billion 
($59.5m) in the year to end- 
March, a fall of 89% from the 
¥67 billion earned the year 
before. The company blamed 
the Asian crisis, vigorous 
competition in pcs and de- 
pressed consumer demand. 


Border-hopping 


A Dutch bank, ABN Amro, 
launched an unsolicited bid 
for Générale de Banque, 
raising the possibility of a 
bidding war for Belgium’s 


| biggest bank. Its offer of 24.5 


billion guilders ($12.2 billion) 
tops that of Fortis, a Belgo- 


|! Dutch insurance and banking 


group, which might be 


| tempted to bid again. 


Japan's banks continued 
the Augean task of clearing 
out their bad loans, declaring 
vast losses (and a few tiny 
profits) in the process. The 
country's top 18 banks de- 
clared a collective loss of 
Y4.35 trillion ($35.4 billion), 








| 





| 





BUSINESS THIS WEEK 


with provisions totalling Y10 
trillion. Bank of Tokyo- 
Mitsubishi, the world's big- 
gest, announced a stunning 
pre-tax loss of Y918 billion— 


. close to $7.5 billion. Moody's 


cut its ratings and those of 
four other banks, and put 
four more under review. 


The Polish government an- 
nounced terms for an initial 
public offering of 15% of 
Pekao. It values the country's 
largest commercial bank at as 
much as 6.2 billion zlotys 
($1.8 billion). 


London's futures exchange, 
LIFFE, will introduce all-day 
electronic trading by the sec- 


ond quarter of next year, ear- 


lier than planned. This ends 
speculation that the exchange 
would buy an existing system 
to start all-day electronic trad- 
ing immediately. 


At opposite ends 





Industrial output in Japan 
dropped in April by 1.1%, a 
fall of 6.2% on a year earlier, 
and the yen sank to a seven- 
year low against the dollar. 
But the OECD said that Ja- 
pan's new fiscal-stimulus 
package, if enacted quickly 
enough, could avert a serious 
recession and even bring 
growth of 1.5-2% this fiscal 
year. America's economy 
keeps on growing: new fig- 
ures showed that Gp» in the 
first quarter rose by an 


annualised 4.8%. 


Further Asian problems 
added to depression in global 
stockmarkets. 
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ASIA 


Indonesia's new president on 
a tide of troubles 


JAKARTA 


B.J. Habibie finds himself swept away by most of his people’s desire for more 
change, and by his need to distance himself from ex-President Suharto 


ELLING slogans and waving banners 

in front of a crowd of several thousand, 
some of those who gathered outside Jakar- 
ta’s Cipinang prison on May 25th perched 
themselves between the spikes on top of a 
metal fence. This is the new Indonesia: rau- 
cous, unruly, exhilarating—and precarious. 
The demonstration itself would have been 
almost unthinkable during the 32-year rule 
of President Suharto. Its purpose, to greet 
the release of two political prisoners, 
while calling for hundreds of others 
to be freed, was even more startling. 
It showed how the forces that drove 
Mr Suharto from power have now 
swept up his successor, Bacharuddin 
Jusuf Habibie. “It is like white-water 
rafting,” says Aristides Katoppo, a 
well-known Indonesian journalist. 
“If you want to stay afloat, you can’t 
go against the current.” 

Mr Habibie is an unlikely pilot 
to chart the course to the “total re- 
form" demanded by Indonesia’s 
protest movement. He owes his posi- 
tion entirely to Mr Suharto, who 
chose him as his deputy in March, 
despite his lack of popular support, 
international credibility or good 
standing with the all-powerful army. 
He was a crony among cronies, 
whose relations have large business 
interests and fill several important 
government posts. So when, on May 
21st, Mr Suharto announced that he 
was standing down in favour of Mr 
Habibie—his constitutional succes- 
sor—who would take over for the rest 
of his term (until 2003), many Indo- 
nesians saw it as just the latest Suharto sur- 
vival tactic. Many still do. But with the 
economy crumbling and a tiny power base, 
Mr Habibie has had little option but to 
bow to some of the demands of the protest- 
ers, still basking in the heady glow of hav- 
ing toppled Mr Suharto. 

At first, the new president did little to 
encourage them. The “reform cabinet" he 
announced on May 22nd did rid his gov- 
ernment of the most egregious of Mr Suhar- 
to's last appointees (such as his daughter 
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and his golfing partner), but many of the 
old ministers stayed on, and no leading 
members of the opposition could be per- 
suaded to join the team. At the time, Mr 
Habibie’s advisers said there was no need 
for a new election, But there were dissent- 
ing voices even from within the new cabi- 
net, notably from Ginandjar Kartasasmita, 
who is in charge of the economy and of the 
vital negotiations with the IrMr. Under Mr 





Habibie, the wan radical 


Suharto, no minister would have dreamed 
of stepping out of line. But Mr Ginandjar 
probably sees himself less as Mr Habibie's 
subordinate than as his equal, or even rival. 

So, within days, Mr Habibie had 
emerged as a radical reformer. He had 
promised a general election within 
months, the revision or repeal of a raft of 
repressive legislation, and reviews for all 
political detainees, even those East Timor- 
ese jailed for their part in the territory's in- 
dependence movement. To show serious- 


ness in tackling nepotism, he told his 
relations to resign their government posts. 
So did the commander of the armed forces, 
General Wiranto, whose wife and daughter 
were members of parliament. Mr Habibie 
has started holding regular meetings with 
well-known government opponents, and 
he has convinced some of them that he 
means what he says. 

If he does, it will be tantamount to a 
peaceful revolution. For elections to be 
credible, a series of laws restricting political 
activity will have to be amended. The 
present system is dominated by one gov- 
ernment party, Golkar. At elections every 
five years, it trounces two small, govern- 
ment-licensed “opposition” parties, which 
are not allowed to organise even at local 
level except just before the voting. Now, any 
number of political groups may spring up. 
The system by which village chiefs are ap- 
pointed by the government may 
have to give way to local democracy. 
The anti-subversion law, which has 
been used to stifle opposition, is to 
be amended. So is the law covering 
the press, which has already been 
tasting a new freedom. 

There are still huge obstacles, not 
least a constitutional tangle. Indone- 
sia has a two-tier parliament. The 
largely elected lower house makes up 
only half of the *people's consulta- 
tive assembly", known as the MPR, 
which meets once every five years to 
elect the president and vice-presi- 
dent, and to set guidelines for na- 
tional policy. The MPR, which last as- 
sembled in March, is dominated by 
presidential appointees and the 
army. On May 28th, the speaker of 
the MPR said a special session would 
be called around the end of this year 
to approve constitutional changes 
before elections are held next year. 
But until those elections, the MPR 
will lack much legitimacy. 

Reform depends less on the per- 
sonal commitment of President Ha- 
bibie than on that of the army. Mr 
Suharto managed his soldiers as he ran his 
country: by making sure they were divided 
and beholden to him. Mr Habibie, in con- 
trast, is the junior partner in a tactical alli- 
ance with the men in combat green. No 
sooner had the new president been sworn 
in than General Wiranto shuffled his top 
commanders, lending credence to the be- 
lief that he saw General Prabowo Subianto 
less as a comrade than as a threat. General 
Prabowo (who is Mr Suharto's son-in-law), 
after just three months in charge of the stra- 
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tegic reserve, has been moved to a training 
college outside Jakarta. The head of the spe- 
cial forces—an elite and sinister anti-terror- 
ist unit previously commanded by General 
Prabowo—has also been shunted aside. 
This seems to leave General Wiranto in un- 
challenged control of the armed forces, 
while suggesting he is worried about their 
cohesion. 

It also leaves him with the whip hand 
over the president. Many of the students 
who protested against Mr Suharto believed 
they had General Wiranto's sympathy. The 
rump of those who had occupied the par- 
liament building left peacefully, shep- 
herded out early in the morning of May 
24th by General Wiranto's soldiers. But the 
army's enthusiasm for democratic reform 
could be severely tested in the coming 
weeks. Its inquiry into 14 soldiers suspected 
of involvement in the shooting of at least 
four students in Jakarta on May 12th, spark- 
ing terrible rioting, may well disappoint 
the public and lead to calls for a wider 
purge ofthe armed forces. More broadly, re- 
form will have to involve reducing the 
army's pervasive influence in politics. 

General Wiranto may also take fright if 
politics takes on a sectarian cast. Mr Habi- 
bie chairs an influential group of Muslim 
intellectuals, 1CM1. Just after his accession, 
youths shouting Islamic chants demon- 
strated in his support, nearly causing an 
ugly clash with students. The most vocal 
and prominent member of the opposition, 
Amien Rais, heads a 28m-strong Muslim 
organisation, Muhammadiyah. Some of 
his followers listen to him with a devotion 
that owes as much to his status as a Muslim 
teacher as to his political ideas. 

Neither Mr Rais nor Mr Habibie pre- 
sents himself as an Islamic fundamentalist. 
But in a struggle for power and mass sup- 
port, Islam, the religion of 87% of Indone- 
sians, is a powerful weapon. This scares 
many people, especially the Christian and 
Chinese minorities, who know that it can 
provide a pretext for violence against them 
and their property. General Wiranto repre- 
sents the armed forces’ tradition as the 
guardian of Pancasila—the state ideology 
that recognises five religions, not just Islam. 

More violence is anyway highly likely. 
Indonesia's economy is still in a dreadful 
state. Many economists now believe it will 
shrink by more than 10% this year, putting 
millions out of work. Many ethnic Chinese 
retailers have shut up shop; even some ba- 
sic goods are in short supply and prices are 
rising by at least 1096 a month. A team from 
the IMF arrived in Jakarta on May 26th to 
discuss when it might resume handing out 
the $43 billion of loans arranged for Indo- 
nesia last year. Even ifthat happens soon, it 
will not solve two chronic problems—the 
$80 billion of private foreign debt, and the 
insolvency of most of the banking system. 

This week there was a run on one of In- 
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donesia's biggest banks, Bank Central Asia. 
Its branches were badly hit by vandalism 
during the looting in mid-May. It is major- 
ity-owned by Liem Sioe Liong, MrSuharto's 
closest crony, and another 3096 is owned by 
two Suharto children. Other businesses as- 
sociated with the Suharto family, such as 
showrooms selling the national car, called 
the Timor, have also been wrecked. Since 
Mr Suharto's resignation, some govern- 
ment concerns, such as Pertamina, an oil 
company, and the Jakarta water board, 
have started reviewing contracts with com- 
panies linked to his family. 

That process has barely begun. The Su- 


harto empire stretches through the entire 
economy. Dismantling it would involve a 
complete overhaul. But the anger at Mr Su- 
harto will lead to mounting calls for an in- 
vestigation into the family fortune, for the 
confiscation of some of its assets, and for 
the repatriation of money held abroad. 
General Wiranto has said the army will 
protect the former president and his fam- 
ily. But does that promise extend to com- 
mercial as well as physical retribution? The 
answer will help Indonesians decide 
whether they have seen the back of the Su- 
harto system, or just of its architect. 





South Korea feels the pinch 


SEOUL 


ENS of thousands of South Korean 

workers took to the streets on May 
27th at the start of two days of national 
strikes called by the Korean Confedera- 
tion of Trade Unions (Krru), the smaller 
and more militant of the country's two 
labour groups. The unions want the gov- 
ernment to protect jobs and improve 
provisions for a social safety-net. Even 
though less than a fifth of the Krru's 
550,000 members took part, it was 
enough to send jitters through the local 
stockmarket, already battered by worries 
that the falling Japanese yen would 
make South Korea's economic troubles 
even harder to deal with. 

The Krru threatens another strike on 
| June 10th unless the country’s president, 
| Kim Dae Jung, renegotiates a deal over 
. layoffs. In February, unions accepted a 

new law making it easier to sack workers, 
provided companies reformed their 








management and tried to find other 
ways to avoid shedding labour. If job 
cuts were necessary, then employers 
were supposed to give at least six 
months' notice. The unions claim that 
the employers have not been sticking to 
their side of the deal, and that compa- | 
nies are cutting wages and firing workers 
regardless. 

With some 3m people expected to be 
out of work by the end of the year, the 
unions want the government to raise at 
least 20 trillion won ($14 billion) to help 
the unemployed and compensate work- 
ers whose pay has been cut. But the gov- | 
ernment is already having difficulty rais- | 
ing the 7.9 trillion won it has promised | 
to spend on a safety-net. With South Ko- 
rea’s economy forecast to shrink by as 
much as 3% this year, Mr Kim’s officials 
have given warning that the country sim- 
ply cannot afford such demands. 
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Hong Kong 
Unintended consequences 


HONG KONG 


The election in Hong Kong was a loud protest against the new political system 


LS EAD of the apathy widely predicted 
because of the limited dose of democ- 
racy on offer, Hong Kongers turned out in 
force to vote on May 24th. Candidates who 
had been kicked out last year on Chinese 
orders were swept back. Some 53% of the 
electorate voted, compared with 35% in the 
rather more democratic—though scarcely 
less complicated—election of 1995, the last 
under British rule. Three-fifths of those who 
voted backed candidates critical not just of 
the Communist rulers in Beijing, but also 
of the local establishment, which has in- 
sisted that the people of Hong Kong are 
more interested in making money than in 
democratic rights. 

There had never been any chance that 
popular opinion would prevail in the Leg- 
islative Council (“Legco”) for which the 
election was being held: only one-third of 
Legco's 60 seats were openly contested in 
geographical constituencies. Still, of those, 
democrats won 14. They took another five 
seats of the 30 available in “functional” 
constituencies open to much smaller 
groups of corporate and professional vot- 
ers. But even by its own standards, the sys- 
tem was made to look embarrassingly fool- 
ish: pro-democracy candidates won 6896 of 
the 80,000 or so votes cast in the functional 
constituencies. 

A talented and articulate bunch has 
now returned to Legco. It includes Martin 
Lee, the leader of the Democratic Party, 
which secured 13 seats; Emily Lau, who has 
never minced her words about either the 
British or the Chinese; Lee Cheuk-yan, a 
trade-unionist and colleague in Miss Lau's 
Frontier group; Christine Loh, who has 


strong environmental views; and Margaret 
Ng, a barrister and firm upholder of the 
rule of law. Even those pro-China politi- 
cians who won on the strength of grassroots 
support—such as Tsang Yok-sing, chairman 
of the Democratic Alliance for the Better- 
ment of Hong Kong—may in future find 
their tactics have more in common with the 
democratic camp than with Hong Kong's 
anti-democratic business elite. 

The pro-democracy landslide has pro- 
duced the first effective opposition elected 
in the history of the People's Republic of 
China. It may be possible for Hong Kong's 
chief executive, Tung Chee-hwa, and his ad- 
ministration to ignore it and rely on their 
majority in Legco, but it will not be alto- 
gether easy: the administration recognised 
the democrats’ public mandate even while 
they were out of power. 

Though Miss Lau says she has never met 
Mr Tung (“And I'm not falling over myself 
to do so, my dear"), other democrats have 
kept up a vigorous, albeit quiet, dialogue 
with Mr Tung's administration. The Demo- 
cratic Party, for instance, was in close touch 
during the chicken-flu scare six months 
ago. And when the justice department 
came under fire recently for granting broad 
legal exemptions to the Chinese state, it 
begged Miss Loh to put a more positive 
spin on the matter. Now that the democrats 
are back in Legco, their authority to criticise 
is stronger than ever. 

They intend to use it, moreover, to push 
for a faster pace of democratic develop- 
ment than that intended under the Basic 
Law, China's constitution for Hong Kong. 
Mr Lee wants fully democratic elections 


when Hong Kong next goes to the polls in 
2000, and a directly elected chief executive 
thereafter. Miss Lau advocates some kind of 
constitutional convention to agree upon 
the pace of democracy, whose conclusions 
would then be put to a referendum. 

A much more democratic election 
could take place in 2000 without rewriting 
the Basic Law, but it would require stretch- 
ing the franchise of the functional constit- 
uencies. Doing just that brought Beijing's 
wrath down upon the last British governor, 
Chris Patten, and would certainly be re- 
sisted by the current administration. The 
Basic Law offers the possibility of universal 
suffrage for both the legislature and the 
chief executive after 2007. Even that distant 
date, however, seems too soon for Mr Tung. 
He has suggested in private that it may have 
to be postponed. 

Yet public pressure may eventually be- 
come impossible to ignore, especially if Mr 
Tung does not revise his style of govern- 
ment. He is a reluctant performer in public 
and cautious to the point of prevarication 
in private. Behind the scenes he has at- 
tempted to centralise authority. His dep- 
uty, Anson Chan, head of the civil service, 
has, as one official puts it, "taken a vow of 
silence" since the handover last July. Per- 
haps, as Hong Kong's most popular official, 
she does not want to steal Mr Tung's lime- 
light; perhaps she deems her interests, and 
those of the powerful civil service, best 
served by distancing herself from Mr Tung. 

Either way, the government's lack of a 
public face comes at a difficult time in 
Hong Kong. Economic austerity looms; on 
May 26th the Hong Kong government ad- 
mitted that the economy had shrunk in the 
first quarter of this year, the first time it has 
done so for more than a decade. There is 
also growing dissatisfaction over health 
and environmental matters, and plenty of 
uncertainty over the government's housing 
policy. No doubt all these issues reinforced 
the public's protest vote last Sunday. 





India and Pakistan 
More heat 
than light 


DELHI AND ISLAMABAD 


VEN before Pakistan conducted its nu- 

clear tests on May 28th, the verbal ex- 
changes between it and its big neighbour to 
the south had been growing increasingly 
bellicose. Indeed, if words could kill, India 
and Pakistan would have destroyed each 
other several times over in the past fort- 
night without the help of nuclear weapons. 

India's minister for parliamentary af- 
fairs, Madan Lal Khurana, declared that In- 
dia was ready to fight a fourth war with Pa- 
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kistan, and that it would triumph. 
Pakistan’s foreign minister, Gohar Ayub 
Khan, said his country would survive a nu- 
clear exchange better than India because 
Pakistan had many small cities that would 
escape, but India had many big ones that 
would be vaporised. 

In what was probably an attempt to 
prepare public opinion for the tests, Mr 
Khan said he had reason to think India was 
preparing a pre-emptive strike on Pakistan. 
His ministry also claimed to have informa- 
tion that India was planning to attack Paki- 
stan's nuclear sites. Ten years ago, India 
and Pakistan had signed an agreement not 
to attack each other's nuclear sites. India de- 
nied it was planning any such attack and 
described the claim as “malicious”. 

Pakistan's five tests, when they came, 
were reported to have been carried out un- 
derground in the remote Chagai area in the 
south-western province of Baluchistan, 
which borders Iran and Afghanistan. The 
number of tests was the same as India's 
tally two weeks earlier. 

A few cool heads had tried to calm 
things down. When America and other 
countries started to receive intelligence re- 
ports that Pakistan was making final prepa- 
rations for a nuclear test, attempts were 
made to persuade its government not to go 
ahead. Yet the war of words had got so 
heated that it began to look especially dan- 
gerous. In Kashmir, where firing across the 
disputed border between the Indian and 
Pakistani areas is routine, the number of 
bullets exchanged daily was recently said to 
have doubled. Villagers in the Pakistani 
part of the region are being armed with ri- 
fles and supplied with radios to defend 
themselves against attack. 

Nawaz Sharif, Pakistan's prime minis- 
ter, has been coming under increasing pres- 
sure to respond to India's nuclear tests. 
Hawks in the ruling party wanted to see ac- 
tion. Opinion polls showed that most Paki- 
stanis would support a decision to carry 
out the country’s first-ever nuclear tests, 
even though the result would be to bring 
down tough economic sanctions from the 
United States and other countries of a sort 
which Pakistan can ill afford. Mr Sharif is 
already preparing the country for hardship. 

The Indian prime minister, Atal Behari 
Vajpayee, said Pakistan's nuclear tests 
showed that India's tests were “vindi- 
cated". Earlier he had declared a morato- 
rium on nuclear tests, and said India was 
willing to convert this into a binding com- 
mitment through negotiations. The day be- 
fore the tests, India offered Pakistan a “no 
first use" nuclear pact. Mr Vajpayee has told 
foreign ambassadors that India's nuclear 
status is now a fact which, after a decent in- 
terval, must be taken into account. So now 
is Pakistan's. A sentence doing the rounds 
in Delhi is: "What has been tested can be 
detested but not de-tested". 
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The G8 countries, which have said India 
must sign the Comprehensive Test Ban 
Treaty, will now want Pakistan to sign as 
well. But India will not do so in the manner 
of an errant schoolboy submitting to pun- 
ishment. It wants recognition by the other 
nuclear powers that it is now one of the 
club, and the promise of an end to sanc- 
tions if it signs the treaty. Pakistan will want 
much the same. On May 26th the World 
Bank postponed discussion of loans of 
$865m sought by India, and the European 
Union has endorsed objections raised by 
the United States to further lending by the 
World Bank to India. 

Mr Vajpayee wants to assuage foreign 
wrath in order to reduce the impact and 
duration of sanctions. But he is also seeking 
domestic capital from the nuclear tests. By- 
elections are taking place for 48 parliamen- 
tary and state-assembly seats on June 3rd. If 
Mr Vajpayee's Bharatiya Janata Party (BJP) 
does well, the government could attract 
more defectors and get a stable majority in 


parliament, which it lacks today. 

Yet victory may not be as easy as the first 
euphoria over India’s bomb testing sug- 
gested. In Delhi, shortages of electricity and 
water have become so severe (because of 
long neglect) that protesters have blocked 
roads, attacked police stations and a BJP of- 
fice, and beaten up electricity-board offi- 
cials. The BjP is trying to divert electricity 
supplies from other areas to Delhi. 

It does not help that India is reeling un- 
der a heat wave that has claimed some 250 
lives, half in Rajasthan (the state where In- 
dia's nuclear tests took place). To say that 
nuclear celebration has given way to a 
hangover is an exaggeration, especially as 
Pakistan too is now joining the nuclear 
club. But India's demonstrations show that 
you cannot expect continued respect even 
from your own countrymen, let alone for- 
eign governments, if you start a nuclear- 
arms race but fail to satisfy your people's 
basic needs. Cynics are paraphrasing Marie 
Antoinette: Let them drink heavy water. 





China 


No job, no house, no welfare 


CHANGCHUN 


Local governments in China are rapidly cutting their support for stricken state 
firms, and workers are being laid off in droves 


€€ TF YOU don't work hard today," 

threatens the banner above an as- 
sembly line in Changchun that turns out 
car bumpers, "you'll be looking hard for a 
job tomorrow." For China's 100m or so 
state workers, being sacked is a new con- 
cept. Last September the Chinese Commu- 
nist Party approved faster reform of state 
enterprises. As a result, in those parts of the 
country where the state economy weighs 
heaviest, such as Changchun, in China's in- 





Tough on the streets 


dustrial north-east, being laid off has be- 
come à daily threat. 

Official statistics put urban unemploy- 
ment at about 4% and rising. But this tells 
nothing like the full story. China's *unem- 
ployed" are only those who have registered 
at "re-employment" centres. Most people 
out of work have not been formally sacked. 
They have merely been laid off, sent home 
on a fraction of their pay, or increasingly 
with none at all. These people, the xia gang, 
may number about 12m. Several million 
more are reckoned to be working full-time, 
but for reduced pay. 

In all, perhaps 20m to 3om workers are 
surplus to requirements. On top of that 
over 100m rural Chinese are underem- 
ployed on farms or seeking work in towns. 
The under- or unemployed probably 
amount to nearly 30% of those of working 
age. China's leaders fear that labour unrest 
is the greatest potential threat to their rule, 
so "re-employment" has become a govern- 
ment mantra. As if to underline the point, 
the first trip to the provinces that Zhu Rong- 
ji made after becoming prime minister in 
March was to Changchun, where he visited 
a pioneering labour exchange. 

At first glance, things in Changchun do 
not look too bad. The enterprise that domi- 
nates the local economy, First Automobile 
Works, is China's largest. It employs 80,000 
people and officials plausibly claim that it 
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WENZHOU 


IANG QING, the hated wife of Mao Ze- 

dong, once told the Chinese that if they 

wanted to know what a capitalist was 
they should go to Wenzhou. In a country 
where central planners still dominate 
much of the economy, it is a telling fact 
that China’s fastest-growing city is also 
virtually cut off. Wenzhou, in coastal Zhe- 
jiang province, is hemmed in by moun- 
tains on three sides, and by hills and sea 
on the fourth. Until a small airport was 
opened in 1990, visiting officials had to 
take a ferry from Shanghai, some 500 
kilometres (312 miles) away. Few were in- 
clined to make the trip. 

Yet in the absence of outside interfer- 
ence, the economy of Wenzhou has 
grown by an average of 16% every year 
since 1979. Last year’s 16.4% was twice the 
national rate. Wenzhou's boom has long 
been the bane of Chinese leftists. The city 
outraged the politically correct in the 
mid-1980s by licensing private partner- 
ships, while calling them “shareholding 
co-operatives”. It registered them in 
Beijing as publicly controlled collectives. 
The ruse was simple: it allowed Wenzhou 
to maintain the fiction that most of its 
economy was state-controlled. Today, 
shareholding co-operatives account for 
70% of Wenzhou’s economy. Another 20% 


Boom time in capitalist Wenzhou 


is now Officially private. 

On the small plain that surrounds 
Wenzhou, more than 140 townships have 
bloomed as some 2m peasants have given 
up farming to work in factories. The more 
successful ones now live in tall, narrow 
houses which boast more floor space than 
the patches some used to farm. Many of 
Wenzhou’s townships make a single 
product. Qiaotou, for instance, which sits 





on a toxin-ridden river not far from the 
city, makes 70% of all the buttons used in 
China. Liushi, across the Oujiang estuary 
from Wenzhou, accounts for 40% of the 
country’s low-voltage electrical switches. 

For the 7m people of Wenzhou, in- 
come per head is 75% higher than the av- 
erage for urban Chinese generally. Young 
people, wearing clothes and shoes made 
locally, dress better than they do in Shang- 
hai, supposedly China’s fashion capital. 
Blocks of flats are being built all over 
town, as they are in other Chinese cities; 
the difference in Wenzhou is that the flats 
are bought by individuals and not by gov- 
ernment work-units and foreign inves- 
tors. The demand for cars is so high that 
licences are auctioned—for as much as 
100,000 yuan ($12,000). 

At the annual meeting of China’s par- 
liament in March, the vice-chairman, 
Tian Jiyun, urged cities still dominated 
by state industry to study Wenzhou. A 
delegation from Wenzhou has already 
visited Chongqing, a depressed indus- 
trial city in central China. Wenzhou's 
mayor, Qian Xingzhong—an affable man 
who unusually speaks only limited Man- 
darin, the official language of China—re- 
ciprocated Mr Tian's praise by saying 
Wenzhou might find jobs for central-gov- 
ernment officials laid off in plans to cut 
the bureaucracy. But they would be in the 
private sector, said Mr Qian, because his 
government is the leanest in China. 





makes money. Moreover, Changchun has 
some thriving private industry. People now 
sell cartloads of strawberries and lychees 
that are rushed up from the south, or flow- 
ers that are grown under cover outside the 
city. Car-washers, launderers, restaura- 
teurs—even 24-hour hairdressers perming 
and dyeing the hair of a newly adventurous 
youth—are now energetically at work. 

Confirming the full-employment pic- 
ture, the labour exchange visited by Mr Zhu 
was eerily quiet. A mere handful of visitors 
sat before the electronic board, as ifat a dull 
Saturday matinée, and two of them were 
not out of work but had taken time off from 
their office jobs in search of something bet- 
ter. Yet about 100,000 people have been 
laid off from loss-making enterprises in 
Changchun, and evidence of their misery 
could be seen at a dingier labour exchange 
in the backstreets. Here there were no com- 
puters or digital displays, just blackboards 
chalked up with offers of manual jobs and 
meagre pay: around 600 yuan ($76) a 
month, no benefits. Work-seekers milled 
about. On the pavements nearby, carpen- 
ters—migrants from the country—squatted 
holding saws to advertise their trade. 

It is on such people that most of the 
hardship falls. Under pressure, officials are 
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restricting the influx of migrant workers, 
whose readiness to do the dirtiest work 
keeps wages down. As for Changchun’s resi- 
dents, the government last year introduced 
a scheme to top up the income of any 
household in which average earnings were 
less than 130 yuan per person a month—a 
meagre sum maybe, but half of China's cit- 
ies lack any social insurance at all. 

The real pain may yet be to come. The 
state-run commercial banks, once the tools 
of the government and therefore happy to 
prop up loss-making enterprises, are now 
more brutal in cutting credit. Changchun's 
vice-mayor, Zhu Yejing, says he cannot any 
longer force state banks to lend: “I can only 
plead with them." Last year only three en- 
terprises went bust. This year and next the 
figure is likely to soar. 

The city government is trying to dump 
into private hands—domestic or foreign— 
all but the largest state firms in its charge. 
Officials appear miffed that Shenyang, a 
nearby city in Liaoning province with huge 
state-enterprise troubles of its own, has sto- 
len a march by putting dozens of its enter- 
prises on the block for just one yuan each. 

It is not clear that the growing ranks of 
China's xia gang fully comprehend what 
lies in store for them. For one thing, state 


workers have never had to worry about 
housing even when they were laid off. But 
Mr Zhu has announced an end to subsi- 
dised housing, starting on July 1st. The gov- 
ernor of Liaoning province recently com- 
plained that vacancies were going unfilled 
because many workers refused to contem- 
plate any job other than the one they had 
always done. Certainly many workers still 
believe the state will provide. 

Changchun officials insist there have 
been no public protests by the unem- 
ployed. However, they admit that resent- 
ment is building over government corrup- 
tion and high-handed management at state 
enterprises. And Shenyang has seen fre- 
quent sit-down protests by dozens of un- 
paid workers and pensioners. 

So far, the police have handled such in- 
cidents gently. But tempers are rising. Ear- 
lier this month the government suddenly 
banned direct-sale ventures. These had 
boomed across China, but some had 
snared gullible consumers. Yet such 
schemes allowed laid-off workers to sell the 
products of reputable firms such as 
Amway, an American maker of consumer 
goods, with a passion. On news ofthe ban, a 
riot in one city left ten people dead. 
—ÁÓ——— HHáÓÁÀ—— — á—Áoí——Phü Á— —(ÁÓ 
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UNITED STATES 


Overselling the surplus 


WASHINGTON, DC 


S HE announced the official adminis- 
tration projections for a federal bud- 
get surplus of $39 billion this fiscal year, 
President Clinton could hardly contain his 
crowing. It would be, he pointed out, the 
first surplus since man walked on the 
moon, and the largest surplus as a share of 
the economy in more than 40 years. 
"America can now tum off the deficit clock 
and plug in the surplus clock.” And how 
had this "remarkable milestone" been 
reached? "The old-fashioned way", 
suggested the president. "We earned 
it. Our nation earned it as a result of 
hard work by the American people, 
and... with the help of two vision- 
ary actions in Congress." 

Not so fast, Mr President. Ameri- 
ca's return to black ink is partly the 
result of legislative action, particu- 
larly the 1993 Clinton-sponsored 
deficitreduction package and the 
lower interest rates it helped yield. 
(The benefits of the much-hyped 
1997 balanced-budget agreement 
have yet to be seen.) But, to a far 
greater extent, it is the result of good 
fortune rather than tough discipline. 
On the spending side, America's 
budget is still reaping the benefits of 
the end of the cold war. Only 16% of 
total spending this year will go on 
defence, compared with 27% in 1989. 
Health-care costs—around a fifth of 
the budget—have slowed dramati- 
cally in recent years. These two fac- 
tors, far more than any painful do- 
mestic cuts (of which there have been 
remarkably few) have restrained spending. 

In any case, most of today's "fiscal sur- 
prise" is on the revenue side. Tax revenues 
have been pouring into the Treasury far 
faster than anyone expected. In its February 
budget projections, for instance, the Office 
of Management and Budget (the govern- 
ment organisation that crunches the ad- 
ministration's fiscal numbers) expected to- 
tal revenues of $1.658 trillion in fiscal 1998. 
In the revised projections published this 
week, the OMB expects revenues of $1.704 
trillion this year. Only about $11 billion of 
this $46 billion revision is due to more op- 
timistic economic assumptions (such as 
lower inflation and faster growth). The rest 


THE ECONOMIST MAY 30TH 1998 


The last black-ink year 


comes from higher-than-expected tax reve- 
nues. This year, the OMB expects federal 
government revenues to equal 20.4% of 
Gpp, a ratio before reached only during the 
second world war. 

A budget surplus that is reached by way 
of ever-rising tax receipts is not necessarily 
sustainable nor always a sign of good fiscal 
policy. Good fiscal policy depends not only 
on whether the books balance, but also on 
the size of government in the economy. Al- 





though no one is exactly sure what under- 
pins America’s recent surge in tax receipts, 
three possibilities seem plausible. The first 
is that the economy is, in fact, growing even 
faster than official Gop figures suggest. 
That, happily, would imply that receipts 
were not necessarily rising as a share of the 
overall economy. The second is that last 
years cut in the capital-gains-tax rate has 
induced more people to cash in their Wall 
Street gains. The problem with capital- 
gains-tax receipts, however, is that many 
are “one-off” windfalls: receipts cannot be 
guaranteed to stay at such high levels. 
Third, higher tax receipts may reflect the 
fact that higher-income Americans are do- 


ing particularly well, and that more of their 
income is in stock options that will be exer- 
cised (with commensurate tax gains) in à 
bull market. That does not paint a particu- 
larly pretty picture of inequality trends in 
America and, more important, it could 
change tax receipts dramatically if equity 
markets looked less rosy. 

The possibility that tax receipts will 
dwindle is not lost on the number-crunch- 
ers. The OMP's projections, for instance, re- 
duce the ratio of receipts to GDP from 20.4% 
this year to 20.0% in 2003. But all such long- 
term budget forecasts are dangerous. Amer- 
icans are fond of projecting their fiscal po- 
sition far out into the future, a fixation that 
offers a wholly spurious sense of accuracy. 
Think only of the latest administration re- 
visions. In February, the OMB forecast à cu- 
mulative surplus of $1.1 trillion by 
2008. Its latest revisions, four 
months later, suggest the cumulative 
surplus will be up to $1.8 trillion. 

It is numbers such as these that 
have fuelled the notion that America 
is entering “an era of budget sur- 
pluses”. Such forecasts risk creating a 
foolish complacency. Fora start, they 
include the current surplus in the So- 
cial Security trust fund. Once that is 
excluded (see chart on next page) the 
government's operating budget is 
not immediately swimming in black 
ink. More important, these ten-year 
budget projections provide an aura 
of forward planning, while ignoring 
the rise in fiscal costs that will come 
later on as the baby-boom genera- 
tion ages. Without significant enti- 
tlement reform, the era of surplus 
may prove short-lived. 

That is why Mr Clinton is quite 
right to emphasise that the surplus 
must be set aside "until we have 
strengthened Social Security for the 
21st century". With a ploy that has 
proved politically astute as well as eco- 
nomically sensible, he has taken the high 
ground on "saving" the surplus until Social 
Security is sorted out (though he has, of 
course, been rather disingenuous by simul- 
taneously proposing new spending initia- 
tives of his own). Many Republicans agree 
that Social Security should come first, but, 
as the surplus looks ever bigger and elec- 
tions loom, the talk of tax cuts is growing. 

John Kasich, the chairman of the House 
Budget Committee and probably a presi- 
dential hopeful for 2000, is leading the rad- 
ical vanguard amongst congressional Re- 
publicans. He reckons the Republican 
party's biggest problem is its inability to 
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"define a vision" in an era of surplus poli- 
tics. (His own vision, if anyone asks, is of 
smaller government and lower taxes.) On 
May 20th, his committee passed a budget 
proposal that would cut spending and 
taxes by $101 billion over the next five years. 
Few other Republicans show Mr Kasich's 
zeal for radical spending cuts, but, as the 
budget surplus grows, senior Republicans 
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are expressing eagerness for specific tax-cut- 
ting ideas, such as reducing the so-called 
"marriage-tax penalty”. 

Outside Congress, even more radical 
proposals abound. In a recent memo to 
congressional leaders, Steve Moore of the 
Cato Institute and Lawrence Kudlow, the 
chief economist at American Skandia, sug- 
gest a tax cut of at least $500 billion over the 








Concealed-weapons laws 


Can hidden guns cut crime? 


You may be safer if a potential assailant thinks you are armed. Or maybe not 


A APPARENT spate of killings in 
schools and by schoolchildren—the 
latest on May 2ist in Springfield, Oregon— 
means only one thing to advocates of gun 
control: there are too many guns around. 
But many Americans seem to have drawn 
the opposite conclusion: that making guns 
more available is the way to make the coun- 
try safer. On May 15th the Missouri legisla- 
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ture authorised a statewide referendum on 
a proposed concealed-weapons law, which 
would allow thousands more people to 
carry handguns. Missouri will be the first 
state to put such a law directly to the voters. 

And yet it is hardly a pioneer. Even as 
gun-control advocates have struggled, and 
largely failed, to restrict access to firearms 
through assault-weapons bans, licensing 


next five years. They assume that federal tax 
receipts will continue to grow at 7% a year 
(the average over the past five years) and ex- 
pect a cumulative surplus of roughly $1 tril- 
lion by 2002. At least half of this, suggest 
Messrs Moore and Kudlow, should go to- 
wards immediate tax cuts. They would, for 
instance, like to see income-tax brackets 
widened and indexed for real income 
growth as well as for inflation. 

So far, few Republicans are tempted by 
such massive (and short-sighted) tax cuts, 
which, in today's fully stretched economy, 
would be especially foolish. Unfortunately, 
that does not necessarily imply prudence. 
Judging by their actions rather than their 
Words, too many Republicans seem as keen 
to spend as Democrats. If the pork-filled 
transport bill, recently passed by Congress, 
Is anything to go by, the biggest danger is 
that the surplus will be frittered away with 
unnecessary spending. Guarding against 
that, especially as congressional elections 
approach, will be a far bigger test of Ameri- 
ca's fiscal prudence. 

— —— i 


schemes, waiting periods and other mea- 
sures, concealed-handgun laws have swept 
across America. Since 1985, 23 states have 
passed these laws—nine since 1995—bring- 
ing to 31 the number of states which now 
issue to any adult with no criminal record 
and no history of mental illness a permit 
not to just to keep handguns at home, but to 
carry them everywhere. Previously, even 
law-abiding citizens had to show a compel- 
ling need to get such a permit. 

Do these laws really make America 
safer? John Lott, an academic at the Univer- 
sity of Chicago, insists that they do. If more 
law-abiding citizens are allowed to carry 
guns, he says, criminals are deterred. In a 
new book (“More Guns, Less Crime", Uni- 
versity of Chicago Press), he reports the con- 
clusions of what he claims is the most ex- 
tensive statistical study of gun control and 
crime ever undertaken. Using data from all 
3,054 counties in the United States from 
1977 to 1994, he has found that, for each 
year that a concealed-handgun law is in ef- 
fect, the local murder rate declines by 3%, 
robberies by over 2% and rape by 2%. Mr 
Lott even claims that mass public 
shootings, such as the one in Oregon, be- 
come rarer once such laws are passed. 

Some of his other findings are still more 
startling. The biggest falls in crime were in 
high-crime urban areas or minority neigh- 
bourhoods. The laws led to no increase in 
accidental deaths or suicide by gunshot. Ev- 
ery additional woman who carries a hand- 
gun produces an even bigger drop in crime 
than each additional man. And popular 
anti-gun measures, such as waiting periods 
or background checks, produce no reduc- 
tion in crime. 

Itis hardly surprising that Mr Lott's con- 
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Scandinavians are not generally known for boasting about 
their exploits, but in this case we'd like to make an exception. 
In a ballot of 19,000 frequent-flyers worldwide arranged 

by Insider Flyer magazine, SAS EuroBonus was named as 
Best International Airline Program for the second consecutive 
year. We also received awards as the International Program 
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the best international 
frequent-flyer program. 
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with the Best Customer Service, the Best Elite-level Program 
(EuroBonus Gold), the Best Newsletter and the Best Web Site. 

You can also earn points with our Star Alliance airline partners, 
with Radisson SAS hotels worldwide, and with Avis and Hertz. In 
all modesty, the frequent-flyers who gave us awards are perfectly 
right - SAS EuroBonus makes flying more worthwhile. 





We care for you all the way to Europe, and back. For more information, visit us at www.sas.se or call Bangkok 260-0444, SAT 
Beijing 6518-3738, Delhi 335-2299, Hong Kong 2865-1370, Singapore 235-8211, Sydney 9299-9800, Tokyo 3503-8101. SCANDINAVIAN AIRLINE 
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Number of violent crimes 
per 100,000 population 
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Years before and after the adoption of concealed-handgun laws 
Source: John Lott 





clusions have made gun-control advocates 
(which include The Economist) uncomfort- 
able. His original study, published in an ac- 
ademic journal in 1996, provoked an up- 
roar. Gun-control groups accused him of 
being a mouthpiece for gun makers, but 
did not refute his findings. 

Then academic opponents crawled 
over his study, criticising his methods and 
assumptions. One of the most cogent criti- 
cisms came from Franklin Zimring, a law 
professor at the University of California at 
Berkeley and one of America’s leading 
criminologists. He argues that Mr Lott ig- 
nored too many other factors which affect 
crime levels. Many of these are single 
events—such as the influx of Cuban or Hai- 
tian refugees to Florida, or the 1980s epi- 
demic of crack cocaine in large cities— 
which cause big blips in crime, making 
many statistical comparisons meaningless. 

There is a limit to what any model such 
as Mr Lott’s can explain, Mr Zimring says. 
Moreover, he argues that Mr Lott has not 
provided any of the intermediate steps 
needed to prove causation. For example, he 
would have to prove that the number of 
permits issued led to an increase in citizens 
carrying handguns; that this, in turn, led to 
an increased use of guns; and that this, in 
turn, led to a change in the rate and pat- 
terns of crime. To prove that the laws work, 
Mr Zimring goes on, a researcher would 
have to do this for a particular area over a 
relatively long period of time. Otherwise, 
any changes in the crime rate could be due 
to many other factors. With 200m guns al- 
ready in circulation, “the effects of these 
laws have been trivial,” he believes. 

In his new book Mr Lott has expanded 
his original study and tries to rebut his crit- 
ics, including Mr Zimring, point by point. 
He agrees that crime statistics are notori- 
ously difficult to interpret, but claims that 
his thousands of statistical regressions ac- 
count for most variables such as demogra- 
phy, earlier levels of gun ownership, and 
variations in crime and arrest rates. If the 
rest of the country had adopted concealed- 
handgun laws in 1992, he claims, about 
1,500 murders and 4,000 rapes would have 
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been avoided. 

But Mr Lott concedes that some aspects 
of the new laws remain unexplained. The 
argument for deterrence should lead to a 
demand for the right to carry weapons 
openly, not secretly. In fact, 23 states do not 
restrict the open carrying of loaded guns in 
public, and yet few people take advantage 
of this. Mr Lott does not know why. It 
makes other people uncomfortable, he 
speculates. He also expects that only about 
5% of people will ever take advantage of 
concealed-weapons laws. If many more 
started carrying handguns, he admits, the 
laws might have a different effect. At the 
very least, reductions in crime would prob- 
ably level off. At the worst, a more heavily 
armed society might see a rise in crime. 

Mr Lott does not predict this, but statis- 
tics from Philadelphia are suggestive. Be- 
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fore 1995, the city was an exception to Penn- 
sylvania’s concealed-weapons law; police 
there could refuse a request for a permit to 
carry a concealed weapon if the applicant 
could not prove “reasonable need”. In 
1995, the exception was eliminated. In 
1994, 1,500 permits to carry a concealed 
weapon were issued in Philadelphia; in 
1996, around 11,500 were. Whereas in most 
big American cities homicide rates have 
been falling in recent years, in Philadelphia 
they have stayed much the same. 

The debate will continue. But Mr Lott’s 
arguments seem to have prevailed with 
many politicians. Michigan's legislators are 
expected to vote on a concealed-weapons 
law soon. How the general public feels 
about the laws is not yet clear. Missouri’s 
referendum next April may provide the 
first indication. 





Alabama politics 


Praying and fighting 


MONTGOMERY 


OR decades, Alabama's governors have 

insisted that their state does not take 
kindly to outside interference. George Wal- 
lace stood on the steps of the University of 
Alabama to prevent federally-ordered ra- 
cial integration. The current governor, Fob 
James, likes to argue that the Bill of Rights 
does not apply to Alabama. Just to rub it in, 
the Welcome Centres that greet drivers en- 
tering the state have, engraved in stone, the 
words: "Alabama. We defend our rights." 

The more image-conscious sort of Ala- 
bamian does not like to discuss such things. 
He would rather explain that the state's big- 


Hunt prepares to ride to the rescue 


gest industrial city, Birmingham, is one of 
the five biggest banking centres in the coun- 
try. Or that the state's Auburn University 
has produced six astronauts. Or why 
Mercedes and Boeing decided that Ala- 
bama was a great place to build enormous 
factories. This division of loyalties between 
tradition and business now threatens to 
tear apart Alabama's Republican Party. 
Two of the five Republican guberna- 
torial candidates—Mr James and a local 
millionaire businessman, Winton 
Blount—are slugging it out in a bitter June 
2nd primary that appears destined to go 
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into an expensive run-off. Traditionalists 
such as Mr James are dead-set on preserv- 
ing—indeed, flaunting—the state’s Chris- 
tian heritage in public schools and court- 
rooms, despite federal laws to the contrary. 
On the other side are the economic-devel- 
opment cheerleaders, such as Mr Blount, 
who do not disagree with the traditional- 
ists in principle but are embarrassed by 
their tactics. Two weeks ago, their relatively 
restrained campaigns turned hostile. The 
two men have taken to questioning each 
others moral fibre in television advertise- 
ments and speeches on the lawn in front of 
the capitol in Montgomery. 

The issue that brought their differences 
to a head is school prayer. The question in 
Alabama is not, as in other states, whether it 
is a good idea for teachers in public schools 
to lead pupils in prayer. Alabama is a 
deeply Christian place. You can see 
wooden crosses or home-made “Repent!” 
placards in the fields and pastures beside 
the highways. Most Alabamians, including 
Mr James and Mr Blount, attend church 
regularly and support prayer in schools. 

The fight is over how to make it legal. 
Last month, Mr James infuriated many Re- 
publican businessmen by taking the battle 
for school prayer directly to the Supreme 
Court in Washington, bypassing the plan 
of the state attorney-general’s office to argue 
the issue in the appeal court. In his brief, 
written by his son and relying heavily on 
biblical citations, Mr James argued that 
government officials should defy any court 
decisions they deem unconstitutional. He 
asked the justices to bypass the appeal- 
court system and overturn a recent ruling 
by a federal judge that limited religious 
practices in Alabama’s schools. 

This was too much for the state’s more 
sensitive souls. The Montgomery Adver- 
tiser, the capital’s main newspaper, called 
Mr James “a public embarrassment”. Mr 
Blount says the governor's action has dam- 
aged Alabama's economic prospects. 

Next week's Republican primary also 
contains a wild card. This is Guy Hunt, a 
Baptist preacher who unexpectedly 
brought the Republican Party into the gov- 
ernor’s office in 1986, for the first time since 
Reconstruction days after the Civil War. Al- 
though he scored high marks during his 
first term, Mr Hunt's second term came to 
an abrupt end when he was convicted, in 
1993, on charges involving the misuse of 
campaign funds. He has always said he was 
innocent and, in April, the state Board of 
Pardons and Paroles declared him so—an 
almost unprecedented action. 

Mr Hunt qualified for the governors 
race three days after the pardon. Now, as 
the self-appointed saviour of the state’s Re- 
publican Party, he has set up a campaign 
office in the remote hills of northern Ala- 
bama, in a mobile home next to his house. 
An unframed picture of him as governor 
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and a copy of the Ten Commandments are 
pinned on the wall behind the front desk. 

You are not likely to find a placard for 
Mr Hunt among the thousands of political 
advertisements along Alabama’s roads 
these days. Mr Hunt says he does not need 
them; he has bought television advertise- 
ments instead. Sitting on his front porch, 
looking out on a small orchard of plum, 
peach and apple trees, the preacher recalls 
that it was the voters of rural Alabama who 
put him in office 12 years ago. He says he 
knows big business will not support him 
now, but believes most ordinary country 
folk will. He does not think any other Re- 
publican candidate can win over these peo- 
ple. The pundits say he is probably right; 
the outer counties tend to vote Democratic. 

According to the pollsters, Mr Hunt's 
entry into the race makes a run-off between 
Mr James and Mr Blount more likely. The 
governor still has enormous backing. The 
head of the Alabama Christian Coalition 
says every good Christian should vote for 
him. And, despite Mr Blount's criticism of 
his business acumen, Mr James claims 
credit for luring Boeing to the state last year. 
The opinion polls show him neck-and- 
neck with Mr Blount, but neither candidate 
appears to have the 51% of the vote needed 
to win outright. 

For the Democrats, all this is a blessing. 
They lost their seemingly unbreakable grip 
on the governor's office because of their 
own squabbling in 1986. Now the tables are 
turned. Don Siegelman, the Democratic 
lieutenant-governor, a veteran in politics, is 
virtually unopposed in his party. While the 
Republicans spend their money fighting 
each other in the primary races, Mr 
Siegelman is lying low, waiting for Novem- 
ber, and hoping that the other side will 
open the door for him. 





Direct democracy 
Lex populi 


SAN FRANCISCO 


HEN Californians go to the polls 

next week and again in November, 
the voters may ignore their legislators even 
more than they usually do. Like 24 other 
states—half the country, in effect—Califor- 
nia gives its citizens the power to write their 
own state legislation, by putting on to the 
ballot proposals backed by a specified 
number of signatures. Since 1970 the voters 
have approved 45 such initiatives. Califor- 
nia's secretary of state, Bill Jones, thinks 
that 1998 could be a record. Nine new mea- 
sures will be on offer on June 2nd, and an- 
other 49 proposals are being circulated in 
the hope that they will get on to the ballot 
either in November, this year's main voting 
day, or in 2000. 





He makes the laws, too 


California uses direct democracy more 
vigorously than any other American state, 
which puts it second only to Switzerland as 
an exponent ofthis way of running politics. 
Most ideas for new laws come from people 
outside government, though not all ofthem 
do. One of next week's bunch, for instance, 
which could have dramatic effects on the 
state's education system, was sponsored by 
Governor Pete Wilson himself. The gover- 
nor wants, in the first three years of educa- 
tion, to limit classes to 20 pupils apiece, to 
impose farstricter requirements for teacher 
training, and to create a body of state in- 
spectors to find out how things are getting 
along. No matter whether California's legis- 
lature agrees; if enough voters do, the pro- 
posal becomes law. 

This method of law-making, like any 
other, costs money, although to start the 
ball rolling is cheap enough. For $200, you 
can present an idea to the state's attorney- 
general, and his office will draft a brief 
summary of the proposal and give it a title. 
After that, it gets costlier. To be put to the 
vote, a proposed new law this year needs 
the valid signatures of 433,269 voters; a 
proposed change to the constitution needs 
693,230. Collecting that many signatures 
usually requires professional help. Most 
professional signature-collectors charge 
about 50 cents a go; that can add up to 
$250,000 or so for a law-making initiative, 
and $400,000 for a proposed constitu- 
tional change. And then comes the propa- 
ganda bill, for advertisements and leaflets 
and the rest of it. 

Plainly, this gives rich lobbyists their 
chance to influence the result. But the evi- 
dence suggests that large spending by spe- 
cial-interest groups by no means guaran- 
tees the passage of a measure. Voters are not 
stupid. Ifit is obvious that huge amounts of 
money are being spent on one side of an 
argument, they will generally vote for the 
other side. Elisabeth Gerber, of the Univer- 
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sity of California in San Diego, has found 
that opulent special-interest groups such as 
the oil and tobacco industries almost never 
succeed in pushing through self-serving 
initiatives, though they can sometimes 
block measures aimed against them. 
For some Californians, just getting a 
proposal on to the ballot is good enough, 
whether or not it then gets voted into law. 
Being on the ballot pushes an idea into the 
political arena: it becomes a rallying point 
for debate, for money-raising and for start- 
ing a movement. But many people also see 
the initiative as a way of examining the le- 
gitimate role of government, and of keep- 
ing that government in check. 
Education and health care are promi- 
nent among the subjects that Californians 
want to make laws about. Some initiatives 
Stir up a passionate response, such as the 
one proposing to legalise marijuana for 
medical purposes (passed in 1996), and the 
sone which sought to deny public services to 
illegal immigrants (Proposition 187, passed 
in 1994 and tied up in the courts ever 
isince). The “three strikes" initiative, which 
brought in life imprisonment for those 
convicted of three felonies, tapped into 
ipeople's alarm about crime. 

Direct democracy can come a cropper. 
Many initiatives, like 187, are passed only 
Ko fall foul of the law afterwards. But an Oc- 
ES poll found that ten times more Cali- 

rnians liked the chance to have their say 
than objected to it. 

In 1994 a “citizens’ commission” was 
set up to examine complaints against direct 

democracy. The system is used too much, 
ay some; it is too complicated, and it can 
»ecome a tool of special interests. In the 
*vent, the commission made only modest 
'ecommendations. It thought there should 
wee public hearings on initiative proposals, 
land the state legislature should have some 
ay. But even these ideas failed to win legis- 
“ative approval. So respected is direct de- 
nocracy that nobody in California's politi- 
zal life wants to be seen trying to dilute it. 





-uban-American politics 


A wounded giant 


"MIAMI 


OW much life is left in the Cuban- 
American National Foundation? For 
»Imost 40 years, this group has had a pow- 
erful, even dominant, hand in shaping 
‘American policy towards Fidel Castro. But 
ince the death last November of its leader, 
sorge Mas Canosa, and the pope's visit to 
zuba in January, signs of the CANFS grow- 
g weakness have been apparent. Some of 
em may prove fatal. 
In April, no anti-Castro demonstrators 
turned up at a packed-out concert given by 
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a Cuban salsa singer, Isaac Delgado, in Mi- 
ami Beach. There were almost none at the 
recent Miami premiere of a film which had 
been shot mostly in Cuba with Cuban ac- 
tors. The maker of the film was Hugo 
Cancio, a 33-year-old Cuban-American ex- 
ile and the son of one of the founders of the 
CANF; in Cuba, the film has broken box-of- 
fice records. “The empire Mas built is going 
down the drain,” says Ramon Cernuda, a 
Miami art dealer and long an enemy of the 
foundation. “The foundation is definitely 
a phenomenon that is unwinding.” 

The CANF’s leaders deny that it has lost 
its sense of purpose. But it is harder to deny 
some unfavourable news stories. At least 
two of the foundation’s leaders—including 
Francisco Jose Hernandez, its president— 
have been implicated in an alleged plot to 





Penelas drew the line 


kill Mr Castro. In October, four Cuban ex- 
iles were arrested aboard a 46-foot boat off 
the coast of Puerto Rico, and were found to 
be carrying two powerful .50-calibre sniper 
rifles; one of these weapons was subse- 
quently found to have been bought in 1994 
by Mr Hernandez. 

Earlier this year the former mayor of 
Miami, Xavier Suarez, was thrown out of of- 
fice by a court order reversing the result of a 
fraudulent election last November. Mr 
Suarez was a close ally of the CANF. Yet an 
even more damaging political battle has 
been going on at county level. This pits Alex 
Penelas, the mayor of Miami-Dade County 
and a former golden boy of the CANF, 
against the Mas heirs. The details ofthe case 
provide a rare glimpse into Miami 
backroom politics. They show both how 
much the CANF used to control Miami- 
Dade, and how much its grasp is now 
slipping. 

Miami-Dade County had a $58m con- 
tract with Church & Tower, a Mas family 
company, for road-paving. The county 
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claims it has been stung for millions of dol- 
lars in improper payments, including dou- 
ble-billing and cheques issued for work 
that was never done. When the story first 
broke, Mr Penelas ordered the county to 
suspend business with Church & Tower 
while an investigation was conducted. The 
company sued, alleging breach of contract. 
According to Brian May, the mayor's chief 
of staff, the two sides then held a meeting at 
which the company threatened to attack 
the mayor, on Spanish-language radio, if 
the contract was not reinstated. 

The threat was allegedly made by Jorge 
Mas junior, son of the CANr’s founder. Mr 
Mas reminded the mayor that together they 
represented "the greatest political force in 
the state of Florida, and this is a team that 
we need to stick together". In essence, said 
Mr May, *he was saying that we shouldn't 
be messing with this political force because 
it was very, very powerful.” 

Lawyers for MasTech, the parent com- 
pany of Church & Tower, say that Mr May's 
account of the meeting is "incorrect". The 
company says it was defending itself 
against a politically motivated decision by 
Mr Penelas, who is under public pressure to 
clean up corruption at County Hall and 
hopes to be seen as a reformer. 

Mr Penelas remains defiant. Of the 
CANF, he says: "They can do whatever they 
want." He continues to admire the founda- 
tion and remains unwilling to criticise it 
directly; but he admits that the dispute 
"perhaps has caused people to reconsider 
what the role of the foundation is". In par- 
ticular, it has caused people to wonder how 
much the CANF has benefited economi- 
cally over the years from its political influ- 
ence in city and county government. 

The CANF should not be written off. Its 
supporters are still vocal on Spanish-lan- 
guage radio in Miami, and at least one po- 
litical consultant believes the foundation is 
a giant that will revive. But the Clinton ad- 
ministration, for one, seems to be putting 
its money elsewhere. The White House re- 
cently ignored the Cuban-exile lobby when 
it relaxed certain restrictions on travel to 
Cuba and on sending money to relatives 
there, as well as on donations of food and 
medicine. And the administration is ex- 
pected to approve the latest request by a 
pharmaceuticals giant, SmithKline Bee- 
cham, to test and develop a Cuban-made 
vaccine for meningitis-B, which is poten- 
tially worth millions of dollars to Cuba's 
emerging biotech industry. 

When Madeleine Albright, the secretary 
of state, visited Miami recently for meet- 
ings with exiles, she gave a quiet dinner on 
an exclusive island off the tip of trendy 
South Beach for 15 Cuban-American mod- 
erates critical of the American embargo. 
The guests told her that Miami’s Cubans 
were ready for change. That may be right. 
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Strobe Talbott, anxious hegemon 


OST mornings, at around 9.15, the top two dozen officials 
at the State Department meet to chew over policy; and in 
the past few months a surprising issue has come up. Alongside 
India’s nukes and Pakistan’s retort and NATO expansion, Ameri- 
ca’s chief diplomats have been wrestling with a more abstract 
subject. That subject is hegemonism, the drunk-on-power arro- 
gance that foreigners see in America: when it presumes to judge 
Latin countries’ efforts in the drugs war, when it bullies Euro- 
pean companies that do business with Iran or Cuba, or even 
when it promotes its own style of free-trading democracy as a 
model for the world. And, among the State Department's wres- 
tlers, none is more determined than Strobe Talbott, America’s 
brainy deputy secretary of state. 
Mr Talbott has personal rea- 
sons to care about the H-word, as 
he calls it; they go back to his 
days at Oxford, where he shared 
a house with a fellow Rhodes 
scholar named Bill Clinton. It 
was from Oxford that Mr Talbott 
made his first trip to Russia, 
| whose culture and politics have 
remained a life-long fascination; 
and today Mr Talbott's sensitiv- 
ity towards a touchy ex-super- 
power makes him especially 
conscious of the danger in H- 
posturing. It was at Oxford, too, 
that Mr Talbott and his friends 
agreed that America's war in 
Vietnam was a shameful mis- 
take. They denounced their own 
country for wielding power too 
crudely; and so they wince now 
to be denounced by others for 
the same sin. 

This wincing is of more than personal importance. For, in 
the view of some critics of American diplomacy, it is this reflex, 
shared by a whole generation of policymakers, that has made 
post-Vietnam America too diffident in wielding power. Back in 
February, for example, when America confronted Iraq over the 
question of nuclear inspections, some senior Clintonites were 
also confronting their own student principles: they had resolved 
that America should not embark on a war opposed by public 
opinion, yet now they found themselves preparing to do that 
very thing. When Iraq emerged unscathed from that crisis, Re- 
publican critics railed (rather unfairly) that the Vietnam syn- 
drome had made the Clintonites too timid. 

The same suspicion of timidity returns whenever Mr Clin- 
ton deals with a tough customer. Just at the moment, the presi- 
dent is besieged with accusations that, when he goes to China in 
June, he will be too soft on its regime. 

By wrestling with the H-word, Mr Talbott may perhaps as- 
suage these suspicions of timidity. This month he gave a speech 
attheState Department in which he suggested (with as little arro- 
gance as possible) that foreigners who accuse America of hege- 
monic tendencies need not be taken seriously. In France and a 
number of other American allies, not to mention countries like 
Russia, tweaking the United States makes good domestic poli- 
tics. But the tweaking is not intended to change American behav- 
iour. Indeed, whenever America seems reluctant to exercise he- 
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Either way, America seems certain to be criticised. Therefore it 
should not let criticism wound it. 

On the contrary, Mr Talbott continues, America should for- 
tify itself with the conviction that its hegemony is unlike any that 
has come before. In its better moments at least, America aims to 
advance universal values, rather than merely its own interests; it 
is less interested in dominating others, and more interested in 
working with them. On Russia, for example, America aims not to 
keep an old rival down, but rather to encourage the reforms that 
will make it prosperous. It does not want subjugation, but inte- 
gration: the integration of Russia into a network of international 
organisations, ranging from the World Trade Organisation and 
the Asia-Pacific Economic Co- 
operation forum to the now re- 
numbered Group of Eight. 

There could scarcely be a bet- 
ter argument for American self- 
confidence. And yet, even with- 
out Vietnam’s memory, 
Americans would feel com- 
pelled to respond to foreign 
tweaking, however irritating it is. 
Precisely because America wants 
the co-operation of other coun- 
tries, it must do all it can to 
soften feelings of resentment to- 
wards it. And so Mr Talbott 
mixes his call for American con- 
fidence with a promise of Ameri- 
can sensitivity. The State Depart- 
ment’s spokesmen have been 
reminded not to sound smug or 
hectoring. On his recent trips to 
Africa and Latin America, Mr 
Clinton made a great show of lis- 
tening to his hosts, rather than 
holding forth to them. Where foreign criticism is justified—for 
example, the complaint that America fails to pay its UN dues— 
the administration loudly beats its chest. 

To the administration’s critics, this chest-beating suggests 
that the Clintonites have yet to escape the Vietnam syndrome. 
The truth is a bit more subtle. The continued chest-beating sug- 
gests, rather, that this syndrome is not merely the product of Viet- 
nam. It is also the product of globalisation. Modernity has made 
it easier for middle-sized powers to threaten big ones: either di- 
rectly, by making and disseminating weapons of mass destruc- 
tion, or indirectly, by refusing to co-operate in fighting drugs, 
controlling migration, or cutting back on carbon emissions. Past 
hegemons scarcely cared about the banking laws in other coun- 
tries. Now that its economy is entwined with the rest of the 
world, America cares very much. Past hegemons had never heard 
of intellectual-property law. Now America’s diplomats must 
coax other governments to clamp down on software piracy; and 
it helps if the coaxers appear less arrogant than Microsoft. 

The irony of American power is that it exceeds the reach of 
any hegemonist before it; and yet, because the world has 
changed dramatically, it must be exercised with more tact. Cen- 
turions and gunboats are not as useful as they used to be; nor are 
helicopter gunships, as Mr Talbott knows. If it wants to forestall 
future Asian-style financial crises, or combat global warming, 
America has no choice but to charm the rest of the world into 


| gemony, the tweakers denounce the country's isolationism. sharing these objectives. 
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The burning of Central 
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Far less reported than Brazil’s earlier Amazon fires, those in Central America 
have done far more damage. And the fault is not El Niño’s, but man’s 


i Bae sky is thickly overcast; the smoke 
makes eyes water and lungs gasp for 
breath; the muggy heat is unbearable. This 
is the Nicaraguan capital, Managua. Life 
was much the same this week in Mexico 
city, which was on full smog alert. Hondu- 
ras reported a continuing sharp rise in res- 
piratory disorders, and until Monday the 
country’s four main airports had all been 
closed for some days for lack of visibility. At 
Tikal, in Guatemala, 700 firefighters were 
struggling to protect historic Mayan tem- 
ples. For weeks now, fires have raged in 
scrub and forests from Panama to southern 
Mexico. Their effects are devastating, and 
will long outlast the human discomfort. 

In Nicaragua alone, a British-aided 
monitoring programme using satellite im- 
ages has counted many thousands of fires, 
especially on the Caribbean side, whose 
forests, stretching across into Honduras, 
are the last really large area of pristine for- 
2st in Central America. In some places the 
ire-front is 20, 30, even 50 kilometres wide. 
Nicaragua has about 40,000 square kilo- 
metres (15,450 square miles) of forest. But 
hat is only half what it had in 1960—and 
about 500 square kilometres a week have 
'ecently being going up in smoke. 
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At last, Central Americans are noticing 
theirown threatened environment, and lis- 


. tening to the experts who have been warn- 


ing them for years that far more must be 
done to protect it. It is easy, this year, to 
blame El Nino. But many of the fires were 
started deliberately to clear land, only to 
run out of control in the drought and heat. 
The real trouble, now as for 30-40 years 
past, in Nicaragua and Honduras alike, is 
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not weather but people: big ranchers clear- 
ing land for cattle, slash-and-burn peasant 
farmers, timber companies logging indis- 
criminately and often illegally: “They get 
permission for 50 trees and take 500," says 
one angry conservationist. And behind 
these are the politicians and officials who 
allow it all and often profit from it. 

In Nicaragua things have grown worse 
as thousands of destitute former Contra 
guerrillas, many with little skill in farming, 
have moved into uninhabited (and theoret- 
ically protected) forests in the north, and 
burned them to get land. Timber compan- 
ies have played their part; a Korean one has 
been accused not only of cutting into pre- 
cious hardwood forests around and in the 
Bosawas reserve on the Caribbean coast, 
but of opening trails into the forest for set- 
tlers like the ex-Contras. Peasants who 
might wish to protest—there are such—dare 
not: they would pay for it if they did, they 
say, and they don't mean in money. 

A Nicaraguan ecologist, Kamilo Lara, 
says that if destruction goes on at the cur- 
rent rate—and he is not just thinking of this 
year—"Nicaragua will be a desert in 50 
years’ time.” At least he is alive to utter the 
warning. In Honduras, in this decade, two 
leading ecologists have been murdered. 
Others have received death threats and are 
now afraid to speak out. That it is worth si- 
lencing such people shows how high the 
economic stakes are. The two ecologists’ 
friends readily name the army officer 
widely believed to have been behind the 
murders. No one has ever been put on trial, 
let alone punished, for them. 

In Honduras, there is no effective con- 
trol of logging, say ecologists. Local indige- 
nous peoples have complained in the capi- 
tal, Tegucigalpa, of ladino settlers moving 
into their (supposedly protected) areas in 
Mosquitia and elsewhere in the east, and 
even killing those who resist them. No one 
has much cared. Yet El Nino is forcing even 
the previously indifferent to sit up. Mos- 
quitia is far away, but in the latest fires 
some 70% of the pine forests around Tegu- 
cigalpa have burned. The capital's three res- 
ervoirs are all but dry. Water is being taken 
by tanker around San Pedro Sula, the coun- 
try's commercial capital, as it is in the Nica- 
raguan highland city of Matagalpa. 

The authorities' response, however, has 
not been impressive. A diplomat in Hon- 
duras talks of a natural disaster of "cata- 
strophic proportions", about which the 
government, he says, is doing "damn all". 
Honduran businessmen, lamenting the 
economic disruption, echo his complaint. 
In Nicaragua there is said now to be “seri- 


37 





" r mrt 3 


! e C. À » 
Beds oe eo) E cts rm S CERES 


"gg 


Se 


THE AMERICAS 


ous concern at the highest levels”, but still 
no consensus about what is to be done. A 
meeting to decide on and co-ordinate ac- 
tion is scheduled—for early June. 

But neither government action nor à 
flood to match Noah's could restore the for- 
ests as they were. Once burned, say con- 
servationists, forest areas will inevitably be 
taken over by farmers. Siegfried Kasl, a tech- 
nical adviser to a German project in Nica- 
ragua's Bosawas reserve—named à UNESCO 
“biosphere” reserve only in February—says 
that it will need military protection: other- 
wise, "after the vegetation is destroyed, 
peasants will invade". 

Leave the last word to Nicaragua's La 
Prensa, not a famously radical newspaper: 

Desolation and destruction are everywhere; if 


nothing is done Nicaraguans will be without 
flora, fauna or food. 
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SAO PAULO 


INCE early last year when he won con- 

gressional approval for a constitutional 
change allowing a sitting president to be re- 
elected, Fernando Henrique Cardoso has 
seemed to be cruising smoothly towards a 
second term. While he has remained popu- 
lar among public and politicians alike, the 
smallish left-wing opposition has been di- 
vided and ineffective. Now, with the elec- 
tion barely four months away, the water is 
growing choppier. 

Two recent opinion polls show support 
for Mr Cardoso sharply down, while both 
his main declared opponents have edged 
up. He is still ten percentage points ahead 
of Luiz Inacio Lula da Silva, of the left-wing 
Worker's Party (PT), with Ciro Gomes, a for- 
mer government ally, a distant third. But he 
is short of the majority over all others com- 
bined that he will need to avoid a run-off. 

Some slippage in Mr Cardoso's popu- 
larity was inevitable, thanks to his firm ac- 
tion in October when Asian turmoil threat- 
ened the real, Brazil's currency, and with it 
the price stability that is his main achieve- 
ment. Interest rates were doubled, and, 
though they have been lowered since, that 
has helped bring about an economic slow- 
down and a sharp rise in unemployment. 
And though overall inflation was below 2% 
in the six months to April, poor harvests of 
beans, rice and grain raised the cost of the 
cesta basica—the "basket" of staple goods 
consumed by the poor—by 1096 over that 
period, well ahead of the 8.3% rise in the 
minimum wage decreed on May ist. 

The government has also stumbled po- 
litically. When drought caused fires in the 
Amazon jungle, and then devastated crops 
and cattle in the poor north-east, Mr Cardo- 
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so and his team seemed slow to react. 

As ever, though, the president's biggest 
problem has been what he calls "the rotten 
part" ofhis own ramshackle centre-right co- 
alition: the people resisting the constitu- 
tional reforms urgently needed to sort out 
the public finances and thus allow faster 
growth. The untimely deaths last month of 
Luis Eduardo Magalhaes, the government's 
key man in the legislature, and of Sergio 
Motta, one of its main political strategists, 
made it even harder to move ahead. 

First the government lost a crucial vote 
on a long-awaited pensions reform. Then 
the normally sunny Mr Cardoso vented his 
frustration, saying that Brazil could no 
longer afford “layabouts” who draw pen- 
sions at the age of 50. Since many govern- 
ment leaders—he himself is one—receive 
generous pensions from their previous 
jobs, he had to backtrack fast. 

In the event, pensions reform, albeit of 
a diluted kind, looks likely to get final ap- 
proval next month. Officials insist that the 
fall in the president's popularity is partly 
seasonal and will be reversed by the time 
the campaign gets fully under way. They are 
probably right. On the left, “Lula”, as he is 
known, has managed to pull together alli- 
ances with three other parties, over the ob- 
jections of radicals in his own. But political 
analysts doubt he can better his current 
25% in the polls. Mr Gomes could be a more 
dangerous opponent, but he lacks money 
and organisation. Few doubt that Mr Car- 
doso will still win a second term. 

Without a run-off, though? That de- 
pends on two main things. The first is how 
voters view social protests, which are set to 
intensify. These might embarrass the gov- 
ernment. But they are more likely to re- 
bound against the left: Brazilians dislike 
radicalism and disorder. 

The second imponderable is a budget 
deficit that has ballooned to a fat 6.5% of 
GDP. Even so, the government is warming 
up the economy. It has not just lowered but 
halved the benchmark interest rate from its 
October peak of 43%, and on April 30th the 
central bank began to widen the real's trad- 





Lula has something to smile about 


ing band, in a manner which—officials 
say—could lead to slightly slower devalua- 
tion than the current 7% a year. That might 
allow further interest-rate cuts, opening the 
prospect of more jobs for voters. Critics are 
not so sure. Certainly, with financial mar- 
kets still cautious about Brazil, this is a deli- 
cate game. And it may yet prove a danger- 
ous one for Brazil, if not necessarily for Mr 
Cardoso's hopes of re-election. 





Chile 


Primary power 


SANTIAGO 


F ALL goes as planned, early next year 

Chile will introduce a new political 
mechanism to Latin America: nationwide 
primary elections. Other changes may well 
spring from them. 

The Concertacion, the centre-left coali- 
tion that has ruled since 1990, includes ri- 
val hopefuls for the presidential candidacy 
of 1999. The Christian Democrats now 
hold the presidency, in the person of 
Eduardo Frei. On May 9th they picked Sen- 
ator Andres Zaldivar as his potential suc- 
cessor. Their leftish partners prefer Ricardo 
Lagos, minister of public works. This week, 
the rival wings, drawing back from the 
brink of a split, agreed to let the voters—all 
8m of them, bar registered members of op- 
position parties—choose between the two. 

The coalition hopes to get a law passed 
giving legal standing to its primary (and 
potentially to others’). But the right-wing 
opposition can block this in the Senate. So 
the coalition will probably have to organise 
and pay for its primary itself, no small task. 

In theory, all the coalition parties had 
already agreed to an open primary. But this 
week's accord was not easy for the Christian 
Democrats. Theirs is Chile's largest political 
party, and they have held the presidency, 
most senior ministries and regional au- 
thorities since General Augusto Pinochet 
stepped down in 1990. They see themselves 
as the natural party of government. And 
they have a strong machine; a primary re- 
stricted to members of Concertacion par- 
ties would have favoured their man. Now 
they may well find the electorate giving 
"their" candidacy to the popular Mr Lagos. 

The party is already under strain. Sena- 
tor Zaldivar faced two rivals for its nomina- 
tion. When both left the race, in early May, 
one, Senator Gabriel Valdes, blamed party 
machinations; the other, Jaime Ravinet, 
mayor of Santiago, claimed to have been 
the victim of practices worthy of the Mafia. 

Mr Zaldivar not only has to reunite the 
party but to reverse its declining fortunes. It 
is losing votes In Decembers congres- 
sional elections, the Christian Democratic 
party took only 23% of the vote, as against 
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27% in 1993. In combination, its two main 
left-wing partners, the Party for Democracy 
and the Socialist Party, came in ahead of it 
for the first time, with almost 24%. 

One reason is the natural wear and tear 
of being the main party in office. But the 
Christian Democrats are drifting, short of 
clear policies and leadership. They first 
came to power in the 1960s, as an alterna- 
tive to the left-wing wave then sweeping 
Latin America. But the party has lost much 
of its original purpose. Its urban and young 
voters, particularly, have drifted away. The 
decline in the influence of the Catholic 
church, to which the party had close ties, 
has also helped to erode its support. 

Paradoxically, the party has found it as 
hard as have its left-wing partners to adapt 
to the free-marketry inherited from General 
Pinochet. Exile during his days changed the 
outlook of many left-wingers. So did the fall 
of the Berlin Wall. Christian Democrats 
have not had to rethink their ideology so 
thoroughly, and many, especially among 
the party's older members, show it. 

Mr Zaldivar had his first taste of office 
in the 1960s when, still aged under 30, he 
was picked as finance and economics min- 
ister by President Eduardo Frei, the current 
president's father. Now 61, he is not old, but 
may be too elderly for a country whose 
youth are switching off politics in droves. 
Mr Lagos, the undisputed leader of the left, 
is only a few years younger, but looks like a 
member of another generation. He also has 
a flair that Mr Zaldivar lacks. Opinion polls 
put him far ahead. A new political mecha- 
nism may mean à new party at the top. 





Argentina 


Death and 
corruption 


BUENOS AIRES 


INCE Carlos Menem became president 

in 1989, Argentina has presented a strik- 
ing contrast. Free-marketry (plus an iron 
grip on the money supply) has turned a 
hyper-inflationary wreck into a star econ- 
omy. Political parties flourish, free speech 
and other basic freedoms are lustily en- 
joyed. Yet the rule of law seems to languish. 

Corruption thrives. Vices such as tax 
evasion, customs fraud, police brutality 
and judicial hanky-panky appear endemic. 
An undercurrent of murk has swirled 
around Mr Menem's government. 

For the past three years that murk has 
been personified for most Argentines by AI- 
fredo Yabran, a businessman in middle age 
and (like Mr Menem) of Arab descent. He 
admitted to owning only a private postal 
firm, two property companies and some 
ranches—*a humble postman", he called 
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Well, some people appreciated Yabran 


himself. But he was widely reckoned to con- 
trol a business empire involving customs 
warehouses, duty-free shops and security 
Services. In 1995, he was thrust out of the 
anonymity in which he had thrived: Do- 
mingo Cavallo, the economy minister of 
the day, denounced him as the head of “a 
mafia inlaid in the power structure”. Nota- 
bly, Mr Cavallo complained that a bill to 
privatise the post office unanimously ap- 
proved by the Senate was tailor-made to 
give Mr Yabran a postal monopoly. 

Much worse was to come: in January 
1997, when Jose Luis Cabezas, a press pho- 
tographer, was brutally murdered, the kill- 
ing was widely laid at the door of Mr Yab- 
ran, allegedly angered that the photo- 
grapher had taken inconvenient pictures of 
him. Now Mr Yabran is dead. On May 15th, 
acting on a confession by the detained wife 
of Mr Yabran’s chief bodyguard, a judge de- 
creed his arrest over the murder. Five days 
later, as police raided his hideout, a remote 
farmhouse on a ranch of his near the Uru- 
guayan border, Mr Yabran put a double- 
barrelled shotgun into his mouth and 
pulled the trigger. So the official story goes, 
almost certainly the true one—though, sym- 
ptomatically, polls find most Argentines 
suspect either that this was a murder or that 
the corpse was not Mr Yabran’s at all. 

To his friends, Mr Yabran was an inno- 
cent victim of trial-by-media. His detrac- 
tors see his end as an encouraging if brutal 
sign that the days when the rich and power- 
ful can ignore the law are closing. Perhaps— 
but it has also shown how much reform is 
still needed in the police and judiciary. 

Mr Yabran’s downfall owed much to a 
struggle for control of the ruling Justicialist 
Party between Mr Menem and Eduardo 
Duhalde, governor of Buenos Aires prov- 
ince. The tycoon had close links with Mr 
Menem’s circle (so close that last year the 
then justice minister resigned because of 
them). But the Cabezas murder took place 
on Mr Duhalde’s turf, and several of Mr 
Yabran’s heavies accused of it were former, 
even serving, policemen from the provin- 
cial force. This force was already discred- 
ited by the alleged involvement of four for- 
mer members in the ghastly bombing of a 


THE AMERICAS 





Jewish centre in 1994. Its record is grisly: 
last year, says the Centre for Legal and So- 
cial Studies, a human-rights group, its 
members killed 91 people. Embarrassed by 
public outrage over the Cabezas murder, 
Mr Duhalde began both to pursue Mr Yab- 
ran, and to shake up the police. 

Hundreds of officers have been sacked. 
Training and recruitment are being re- 
formed. Yet, though widely supported, this 
reform will not be easy or quick, cautions 
Luis Moreno Ocampo, an anti-corruption 
campaigner. He says Mr Duhalde needs to 
break the cosy links between mayors and 
their local police chiefs—but if he does, he 
risks losing his political base to Mr Menem. 

And if the cops are not corrupt, they are 
crude. Rather than detective work or judi- 
cial investigation, it is almost always con- 
fessions extorted from suspects that lead to 
arrest orders and convictions, says Martin 
Abregu, a human-rights lawyer. 

With bad police goes a judiciary that is, 
at best, inefficient and often politically in- 
spired. In his first term, Mr Menem packed 
the Supreme Court, and pushed through a 
new code on penal procedure that allowed 
him to name more than 50 senior judges 
and prosecutors. Calls for reform have 
mounted after a string of scandals. A new, 
supposedly non-partisan National Judicial 
Council will take over responsibility for ju- 
dicial appointments later this year. 

Mr Yabran's contacts with politicians— 
from both main parties—hint at another, 
less discussed issue: campaign finance. Par- 
ties get some public finance: $1 per vote ob- 
tained in congressional elections, a total of 
about $17m every two years. Yet the 1995 
presidential election campaigns alone cost 
around $60m, reckons Rosendo Fraga, a 
political analyst. Who puts up the extra 
cash? And what favours does it buy? 

Corruption, criminal investigation, 
personal security and the financing of poli- 
tics are issues that trouble many Latin Am- 
ericans, as they struggle to make their de- 
mocracies work more effectively. Relatively 
prosperous Argentina is better placed than 
most countries in the region to give a lead 
in these matters. Perhaps it now will. 
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At Novartis, the world’s lead- 
ing Life Sciences company, we 
are developing treatments to 
help people suffering from 
hypertension and to reduce the 
risk of heart attack. Thanks to 
a treatment from Novartis, 
Rita Minard of Williamston, 
Michigan leads an active retire- 
ment with her husband, enjoy- 
ing brisk walks through the 
countryside knowing that her 
medication reduces the risks 


associated with heart disease. 
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Abacha's wobbly throne 


LAGOS 


Nigeria’s military ruler hopes to turn himselfinto a civilian president without 
an election. Powerful voices are telling him not to 


HEN military governments resort to 

prayer, you know they are in trouble. 
Last week, General Sani Abacha, Nigeria’s 
ruler, ordered the country’s 36 state admin- 
istrators (all military men) to send 50- 
strong contingents of Christians and Mus- 
lims to a four-day national prayer session 
in the capital, Abuja, to pray for national 
unity. Christians boycotted the “prayers by 
decree”. But for a couple of days Abuja’s 
main mosque, where free food was distrib- 
uted, was packed. 

A few months ago most Nigerians were 
gloomily reconciled to the much-heralded 
four-year transition from military to civil- 
ian government turning out to be 
General Abacha’s shedding of a uni- 
form and donning of a suit. Plainly, 
he was going to “succeed himself”. 
Nothing seemed to stand in his way: 
all the five legal political parties had 
adopted him as their presidential 
candidate, a coup attempted by his 
deputy had been nipped in the bud, 
the pope had come to visit without 
causing any discomfort, more hu- 
man-rights activists had been ar- 
rested and Nigerian television was 
showing film of convincingly large 
pro-Abacha rallies. There was no 
need for an election at all. 

Then something stirred. It began 
in March with a letter from 18 influ- 
ential northerners, the traditional 
source of political power in Nigeria, 
urging General Abacha not to as- 
sume the presidency unchallenged. 
By May the trickle of protest had be- 
come a steady flow as more and 
more eminent Nigerians, including 
southerners, sent the same message 
in more or less veiled language. The 
protesters included two former mili- 
tary rulers—Ibrahim Babangida and 
Muhammadu Buhari—and Ernest 
Shonekan, the civilian but unelected 
ruler who was overthrown by Gen- 
eral Abacha but who has served him 
faithfully ever since. This week, 200 
academics from northern universi- 
ties also signed a letter calling on the 
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soldiers to hand over to a democratically 
elected government. 

Less eminent Nigerians are losing pa- 
tience with the perennial fuel shortage. Ni- 
geria is one of the world's largest oil pro- 
ducers, with enough refining capacity for 
twice its domestic needs. But the refineries 
have been allowed to run down, causing 
day-long queues at petrol stations. Public 
anger is inflamed by the knowledge that 
the general's cronies make millions from 
importing fuel at emergency prices. 

Then there is the CNN factor. Nigerians 
have been packing bars to watch the fall of 
Indonesia's President Suharto in the face of 





mass demonstrations. They themselves 
have not yet shown that sort of solidarity. 
But on May ist security forces shot several 
demonstrators in Ibadan and a series of 
protests have been called by the opposition 
for the days leading to June 12th, the anni- 
versary of the 1993 election that was an- 
nulled by General Abacha. There is a grow- 
ing feeling that, unless the general is 
stopped now, he will crown himself ruler 
for five years—and get away with it. 

Outside Nigeria, it is also decision time. 
When all five parties declared General Aba- 
cha to be their candidate, the European 
Union declared the transition to civilian 
rule to be “a failure”. Not going quite so far, 
America says only that it is failing. But nei- 
ther Europe nor America knows what to do 
next. Nigeria’s oil wealth makes its rulers 
invulnerable to almost any sanctions ex- 
cept an oil embargo. 

General Abacha is a stubborn man, 
caring little for domestic or international 
opinion. Yet, though he will not pay heed to 
criticism, his army officers may be more 
open to the growing sounds of dissent. 
Once a united force, the army is now 
riven with factions that mistrust 
each other. At best, some soldiers 
might decide to replace General Aba- 
cha with an interim government 
that would try to pull the country to- 
gether, draw up a new constitution 
and hold elections. Alternatively, 
there might be a coup by another of- 
ficer ready to hand out jobs to his 
friends, announce a drawn-out tran- 
sition programme and start filling 
his own pockets. Even worse, the 
army might split along ethnic lines, 
plunging the country into civil war— 
and catastrophe on a vast scale for 
Nigeria’s 100m people and the 60m 
or so neighbours at risk from Nige- 
rian instability. 

This is slowly dawning on the 
world’s foreign ministries. But the 
space under the question “What to 
do?” remains blank. One suggestion 
is that sanctions might be tightened 
and an attempt made to freeze some 
of the personal assets of the general 
and his men. Sticks, however, have 
not worked so far. So a carrot might 
be offered to Nigerian reformers in 
the shape of a donors’ conference to 
pledge highly conditional assis- 
tance. Potential donors could draw 
up a plan that would be imple- 
mented only when Nigeria became 
democratic. Specific pledges might 
be linked to equally specific moves 
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towards democracy, accountability and re- 
spect for human rights. This would at least 
give the democrats something to fight for— 
and further undermine the credibility of 
the military men. 

The most important visible factor in the 
short run is another Nigerian religion: foot- 
ball. Nigerian sporting success was rated in 
a recent opinion poll as of greater impor- 
tance than the country's political future. If 
Nigeria's team wins, or just does well in the 
World Cup, the general's political prob- 
lems could be buried in the euphoria. By 
contrast, defeat will be blamed on him. If 
prayer is called for, some Nigerian demo- 
crats are silently praying for defeat. 





Lesotho 


Close to heaven 


MASERU 


MOUNTAINOUS statelet surrounded 

by South Africa, Lesotho is an unlikely 
success story. Its capital, Maseru, is so tiny 
that a visitor can orientate himself around 
a single hat-shaped curio shop; most of its 
2.2m people, the Basotho, are blanket-clad 
peasants. It has known much more dic- 
tatorship and military rule than democ- 
racy since it became independent from 
Britain in 1966. Now, at a parliamentary 
election on May 23rd, the ruling party, the 
Lesotho Congress for Democracy (LCD), has 
won 78 of the 80 seats. Sounds fishy. 

But it probably wasn't. Although the op- 
position cried fraud, international moni- 
tors say that the election was fair. The LCD's 
victory reflects general satisfaction with the 
way the country is now being run. The king, 
Letsie III, once an impetuous meddler in 
politics, has retreated to a ceremonial role. 
Last years mutiny by disaffected police- 
men quickly fizzled out. The economy is 
booming like few others in Africa: in real 
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Together, somehow, we're going to crack this voting business 
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terms it has grown by an average of some 
1096 each year since 1994. In the election 
campaign, the opposition parties tried to 
distract voters from the government's suc- 
cesses by concentrating on personalities. 
But that did not work: the only political 
personality who counts in Lesotho is the 
ageing freedom-fighter turned prime min- 
ister, Ntsu Mokhehle, who leads the LCD. 

The “kingdom closest to heaven” was 
formed when the peaceable Basotho tribe 
took refuge in the mountains to avoid be- 
ing killed by the more warlike Zulus and 
Boers. Natural defences proving inade- 
quate, Basutoland (as it was called then) be- 
came a British protectorate in 1868. Today, 
Lesotho remains dependent on outsiders, 
particularly South Africa. Much of its in- 
come comes from a dam being built largely 
with South African money, and from remit- 
tances from Basotho labourers in South Af- 
rica’s gold mines. 

The $4 billion Lesotho Highlands Wa- 
ter Development Project should provide 
enough hydroelectricity for the whole of Le- 
sotho—plus an even bigger source of reve- 
nue from pipelines to supply South Africa’s 
industrial heartland with delicious moun- 
tain water. Even in 1994, the project ac- 
counted for about 15% of Lesotho's GDP. As 
for South Africa’s gold mines, they have 
proven a crucial source of employment for 
Lesotho: though migrant labour has sup- 
posedly been phased out, roughly 75,000 
Basotho men still work there. Amid the tra- 
ditional clay-and-thatch huts in a typical 
village in Lesotho, you can usually spot a 
couple of brick houses that would not dis- 
grace an American suburb. Invariably, 
these belong, not to the chief, but to a min- 
er's family. 

Sadly, the good times are finite. When 
the new water project is completed in 2003, 
the building boom will end with it. Worse, 
South Africa's mines are retrenching: the 
Minerals Bureau has announced that a 
fifth of those currently digging for gold are 


^ 


no longer needed. And the Basotho who are 
retained may stop sending remittances 
home; South Africa is offering many ol 
them permanent residence and letting 
their families join them. Good for the min- 
ers, tough for Lesotho. 





Tanzania 
Time to wake up 


DAR ES SALAAM 


N JUNE, Tanzania may stop being so 

cialist—officially. Its government plans 
to publish proposals for constitutional re- 
forms, some of which the opposition has 
been demanding for years. In particular, 
people are waiting to see whether "social- 
ist" will be dropped from the constitution, 
which defines Tanzania as a *democratic 
multi-party socialist state". 

Reality has preceded the change. Since 
the early 1990s, the country, once a socialist 
bastion, has been embracing capitalism 
with enthusiasm—and trepidation. Tanza- 
nians, great believers in consensus, will 
probably try to come up with a solution to 
satisfy both the socialist old guard and the 
new generation of budding entrepreneurs. 

The belief in consensus goes back to 
Tanzania’s first president, Mwalimu 
(Teacher) Julius Nyerere, whose policy of 
"African socialism" caused economic di- 
saster while creating one of the continent's 
most politically cohesive nations. Apart 
from semi-autonomous Zanzibar, Tanza- 
nia has been relatively untouched by the 
tribalism and rebellions that have undone 
so many of its neighbours. 

A Tanzanian way of doing things is 
summed up bya slogan often seen on buses 
and taxis: "There is no hurry in Africa". It 
reflects an attitude that causes Tanzania's 
President Benjamin Mkapa problems. He 
came to power on a modernising ticket 
which demands quick decisions. He has 
the difficult job of bridging a past that was 
politically successful but economically 
hopeless with a future that retains political 
cohesion but looks to increased prosperity. 

Mr Mkapa himself retains the softly- 
slowly Tanzanian approach to getting 
things done. Yet he is a favourite with aid 
donors. Tanzania's 30m people are some of 
the world's poorest and the country is bur- 
dened with $8 billion-worth of foreign 
debt, but Mr Mkapa has kept to the eco- 
nomic-reform programme sponsored by 
the World Bank and the mF. He is now 
grappling with the unenviable task of dras- 
tically reforming Tanzania's institutions, 
many of whose staff are steeped in socialist 
thought. Structural adjustment has left the 
poor even poorer, and he constantly gets 
asked why all this reform is necessary. The 
news that Tanzania's economic growth rate 
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Absorb a book's most important ideas from 
eight pages, not hundreds! 


Now you can read 
the best business books of 1998 
—in just 15 minutes each! 

Us the executive dilemma of the Nineties: 

Information overload. 

With all of your professional reading 
burdens, you probably find it impossible to 
keep up with the new business books. There 
should be a simpler way. And there is. 


A systematic solution. 

Suppose you had an assistant who screened 
and selected only the quality books for you. 
Who culled the most important ideas from each 
one, and compiled them into a neat little execu- 
tive summary. So you could obtain 
a working knowledge of the book's contents— 
in a fraction of the time. 

Now you can hire that "assistant." 
Soundview Executive Book Summaries. 

Every month, you receive quick-reading, 
time-saving summaries of the best new 
business books. Each contains all the key 
points in the original book. But instead of 200 
to 500 pages, the summary is only eight pages. 
Instead of taking five or ten hours to read, it 
takes just 75 minutes! 


You'll benefit five ways. 
In 1980, shortly after the debut of Executive 
Book Summaries, The Wall Street Journal 
called it “a Draconian answer for the prose- 






burdened executive . . . to what is becoming an 
increasingly irksome management problem: 
too much to read." Here's why: 


1. Gain a competitive edge. With the breadth 
and depth of knowledge gained from books, 


it’s less likely that you'll be caught off 


guard. Count on it: Major changes in the 
economy and the business climate are 
ahead. Will you be ready? 


2. Get ideas you can use. Discover practical 
techniques you can put to work immediately. 


3. Bolster your business confidence. You 
gain a real understanding of the key points 
of the hottest new business books. When 
a title or author comes up, you'll be 
prepared to respond intelligently. 


4. Learn more, remember more. According to 
studies published in psychology journals. 
you retain the content of a summary better 
than a book. 


5. Slash hundreds of hours off your reading 
load! How often have you cracked open 
à book with great expectations—only to find it 
à huge disappointment? We select the truly 
worthwhile titles—and discard the rest. 


How many of these outstanding 
books have you read? 


Here's just a sampling of the superb 
business titles we summarize for you: 


© The Living Company Arie de Geus 

è The Anatomy of Persuasion Norbert Aubuchon 

e Stress for Success Loehr, Groppel, and Etcheberry 

è The Leader of the Future Hesselbein et al 

© Beyond Reengineering Michael Hammer 

* Mission Possible Blanchard and Waghorn 

* The Soul of the Firm C. William Pollard 

è Leading Change John P. Kotter 

è The Loyalty Effect Frederick F. Reichheld 

e... and many more! 

The books we summarize cover just about 

every subject vou need to know: Management 


techniques. Planning. Trends and forecasts. 
Marketing. Training and education. Quality and 
productivity. Leadership. delegation, and moti- 
vation. Effective communication. Hiring and 
firing. Negotiation. Entrepreneurship. Inter- 
national business. Guidance on your career, 
achievement, and personal growth. And more. 

These are the important books. They give 
you a broader perspective and a deeper level 
of insight. And the ideas and solutions they 
contain can pay big dividends for you. 


Special introductory offer... 
plus two free bonuses! 

One year of Executive Book Summaries is only 
US$139, To buy the 30 books we'll summarize 
would cost you $800 plus shipping. And would 
you have the time to read even half of them? 

Subscribe now and we'll extend your intro- 
ductory subscription an extra two months 
FREE. That's 14 months for the price of 12. 
You'll also receive Skills for Success, packed 
with the best ideas from past Summaries. 

If at any time you are not 100% pleased, let us 
know and we'll send you a prompt and full refund of 
the entire purchase price. 

The 30 best business books of the year. 
Reading time: 15 minutes each. Tens of 
thousands of executives, in 136 countries, have 
discovered this unique system for keeping 
informed and ahead. Nothing else even comes 
close, Please respond today. 


How to begin: 
> COMPLETE THE COUPON and mail to: 


Soundview Executive Book Summaries. 
3 Pond Lane, Dept. SEC068, 
Middlebury, VT 05753-1164 USA 

> CALL 802-388-8910 
24 Hours a Day 

> FAX your credit card order to: 
802-388-8939 


> ORDER via the Internet: 
http://www.summary.com (World Wide Web) 


OR e-mail: sales? summary.com 
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Name 


Introductory Offer 


| m send me Executive Title 
! ul YES Book Summaries C 
| for 14 months at only US$139 * 
(US$95 in Mexico). Price ^ Address 
includes Airmail delivery. Also 
| rush my FREE copy of Skills City 
| for Success. | may cancel at Zip/Postal Code 
| any time and receive a full 
refund of the entire purchase Phone 
| price. Whatever my decision, 
| everything | receive is mine to 
| Keep. Card No 
Soundview 
| EXECUTIVE BOOK SUMMARIES Signature _ 
l 


3 Pond Lane, Dept. SEC068 
g_Mcdetury VT 05753-1164 USA 


State/Prov. 
Couniry 


Fax 


Check enclosed, or, charge my: Visa MasterCard AmEx Diners Club 


Exp. date 
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U.S funds must be drawn on a U.S. bank. Call or fax for other accepted currencies, 
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this year will not be 5% as predicted, but 
only 3.3%, makes his job even harder. 

Mr Mkapa can still point to a golden fu- 
ture if Tanzania crosses the desert of re- 
form. Bigger than France and Germany 
combined, Tanzania is endowed with fer- 
tile soil and could be a significant agricul- 
tural producer. It has rich mineral deposits, 
in which Australian, Canadian and South 
African companies are now investing. It 
also has a huge potential for tourism, with 
bigger herds of wildlife in better game 
parks than its neighbour, Kenya—which at 
present earns far more tourist dollars. And 
when will someone build decent hotels on 
Tanzania's beautiful white beaches? 

In the rest of Africa, Tanzania is seen as 
Mr NiceGuy.In the 1970s and 19805 it paid 


a heavy economic price for 
backing liberation move- 
ments in other African coun- 
tries, and in 1979 its army 
threw out Idi Amin, the dicta- 
tor in next-door Uganda. It let 
in thousands of refugees and 
some of Africa's most influen- 
tial leaders spent their forma- 
tive years in Tanzania. Dar es 
Salaam's little hotels are still 
crowded with Africans from 
elsewhere. Tanzania has never 
exploited its continent-wide 
contacts. But one day these 
grateful friends may play a 
part in waking this somnolent 
old socialist. 











Yemen 


Self-help 


SANAA 


E outnumber Yemen's 17m people 
by at least three to one. Anybody who 
feels the need can buy an aAk-47 
machinegun in a rural arms market. And of 
course no self-respecting Yemeni man in 
the northern half of the country sets foot 
outdoors without his dagger. 

Yemen's 1994 civil war only added to 
its already formidable armouries. When 
President Ali Abdullah Saleh recently vis- 
ited a remote area, tribesmen offered to sell 
him some of their stock of Stinger ground- 
to-air missiles. Unsurprisingly, such well- 
armed citizens are not easily intimidated 
by the forces of law. In particular, the gov- 
ernment seems powerless to stem the end- 
less revenge killings and kidnappings that 
are an everyday feature of Yemeni life. 

Although the government does not 
bother to collect statistics on vendetta kill- 
ing, known in Arabic as tha’r, the practice is 
clearly endemic. Typically, a man kills a 
neighbour in a dispute over land, the po- 
lice dawdle over their investigation, the vic- 
tim's family loses patience and kills the 
murderer—or, more often, an innocent re- 
lation—in retaliation. And so the cycle re- 
peats itself. 

Revenge killings used to be the norm 
throughout the Arabian peninsula, but 
now that petrodollars have brought a more 
ordered way of life, the custom has largely 
died out in Saudi Arabia and the Gulf 
states. In Yemen, however, a relatively weak 
government has not been able to eradicate 
the tradition; most Yemenis still feel that, if 
the authorities will not give them justice, 
they must seek it themselves. 

They feel the same about schools, hospi- 
tals and roads. Yemen is a poor country 
with a dispersed population, many of 
whom subsist without basic government 
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services. Foreign aid workers affirm that the 
government tries to spread its resources as 
widely as possible. But this, they say, means 
that money is stretched too thin and pro- 
jects left unfinished. Tribesmen may then 
resort to kidnapping to extort money from 
the government, local oil companies or 
even foreign countries. 

Roughly 100 foreigners have been ab- 
ducted since 1992. Like revenge killing, kid- 
napping has a ritual aspect. Disgruntled 
tribesmen seize a foreign oil-worker, diplo- 
mat or tourist and present a series of de- 
mands. During a week or two of negotia- 
tions, often conducted through profes- 
sional middlemen, the government agrees 
to build, say, a new hospital in exchange for 
the hostage's release. Only one kidnap vic- 


tim has ever been so much as injured, and 
that during a shoot-out between police and 
tribesmen. But the government inevitably 
fails to live up to its promises, prompting 
the kidnappers to strike again. 

There is little the authorities can do to 
stop determined kidnappers. Once holed 
up in their mountain fastnesses, they can 
be dislodged only bya full-scale military as- 
sault and aerial bombardment. Even so, the 
government does not show much verve in 
pursuing them. One self-confessed kidnap- 
per now runs the security services in one of 
Yemen’s 17 provinces. Others have received 
new cars in exchange for their hostages. So 
long as kidnapping remains a money-spin- 
ner, Yemen can expect to see more of it. 








Those behind cried “Forward!” 


| TEHRAN 


HOUGH given a clear-cut mandate 

for reform (70% of the votes), Muham- 

| mad Khatami is facing such difficulties 

| from conservatives that a satirical maga- 

zine has suggested his triumph should be 

repeated each year. Something like that 

is in fact happening, to judge by the 

events of May 23rd, the first anniversary 

of his election as Iran's president. In the 

largest spontaneous rally since the early 

days of the 1979 revolution, thousands of 

Iranians packed Tehran University in an 
unprecedented show of support. 

The demonstrators, very different 
from the usual rent-a-crowd lot, ranged 
from disgruntled clerics to intellectuals 
to teenagers frustrated by the regulations 
that limit their freedom. The young whis- 
tled and applauded the president in a 
thoroughly unIslamic way: indeed, three 
days later no fewer than 20,000 conser- 





fiercer warning from the Islamic 
hardliners came on May 25th when pro- 
democracy students demonstrating in a 
Tehran park were attacked by funda- 
mentalist vigilantes. 

Irans young are impatient for 
change. Mr Khatami tries to reassure 
them: the conservatives, he told the rally, 
"may slow the pace of our programme, 
but they will not succeed in changing our 
direction". Yet the change he foresees is 
limited.A cleric himself, he tries to recon- 
cile the new mood with the fundamental 
principles of the Islamic republic. “What 
we are aiming for", he says, "is freedom 
within the framework ofthe constitution 
and the Islamic regime." | 

The general atmosphere in Iran has | 
already changed, with conservatives 
forced to show greater tolerance. But Mr | 

! 





Khatami is aware that unrealistic de- 


vative clerics gathered in the holy city of mands could provoke a backlash. His | 
Qom to protest at their bad behaviour.A young supporters are less cautious. | 
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Is Central Europe, along with 
Hungary, turning right? 


BUDAPEST 


After four years under the left, Hungary is about to have a government of the 
right. But it is too simple to say that Central Europe is going the same way 


S A law student in the mid-1980s, Viktor 
Orban wrote his thesis on Solidarity’s 
battle against communism in Poland—a 
brave choice of topic, seeing that Hungary, 
and its universities, were ruled by commu- 
nists at the time. Mr Orban may have re- 
called that provocative bit of scholarship as 
the votes were counted in the second (and 
final) round of Hungary’s general election 
on May 24th. For Fidesz, the party he heads, 
was doing what Solidarity did in Poland 
last year: booting out a government led by 
ex-communists and replacing it with a co- 
alition of the right. 

Is Mr Orban riding a conservative wave 
in Central Europe? It is tempting to think 
so. Poland and Hungary, the beefiest of the 
five countries that the European Union has 
invited to join it in the first batch from the 
continent’s post-communist side, have 
moved rightwards after a spell on the left. 
The Czechs have stayed on the right since 
the Warsaw Pact ended. Estonia, another of 
the EU's first-intake candidates, is again— 
after a brief hiccup—run by ardent free- 
marketeers who insist that Balts, despite 
their Soviet past, are Central rather than 
East Europeans: a state of mind more than 
geography. Slovenia, the remaining coun- 
try in the advance-guard quintet, has 
added a right-wing component toa govern- 
ment led by pragmatic ex-communists 
(and has laid good claim to a place in that 
hard-to-define zone called Central Europe, 
since shedding its recent Balkan legacy in 
favour of its older Habsburg one). 

Elsewhere—in Romania, Bulgaria and 
Lithuania—other right-of-centre parties 
have taken over. The blood- 
stained Balkans, with the old 
nationalist left still broadly 
ascendant, is an area on its 
own. And farther east, of 
course, in the Slav heartland, a 
mix of nostalgic leftists and 
quasi-fascist nationalists still 
has great clout, at least in 
parliaments. 

On paper, then, Central 
Europe has certainly seen a 
swing back to the right, after a 
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leftward lurch of three or four years’ dura- 
tion in which the euphoria of anti-commu- 
nist freedom evaporated amid the disillu- 
sion and trauma of transition. Yet it is hard 
to say that post-communist market eco- 
nomics, let alone liberalism, has won the 
day. The big switch is still painful and jerky. 
Ideology is only part of the reason for the 
rightward swing of the pendulum. 

Quite simply, voters in Central Europe 
do not like incompetence and corruption, 
and once they have voted one lot out, they 
tend to find the next lot just about as venal 
or out of touch. However successful reform- 
ers are, whether of centre-left or centre- 
right, it takes time—given the appalling eco- 
nomic detritus of half a century in their 
way—for voters to enjoy the benefits. Good, 
especially radical, government is not 
readily rewarded. The pendulum could 
easily swing left again. 

Or perhaps it may settle nearer the mid- 
dle, as voters become less impatient and 
more mature—and as centre-left and cen- 
tre-right reformers seek the centre ground. 
Poland's current government is following 
similar policies to the previous one, which 
bequeathed its successor one of the fastest- 
growing economies in Europe and wan- 
gled fast-track invitations to NATO and the 
EU. If, as is probable, the Czech right is 
beaten in a summer election, the Social 
Democrats will probably follow a broadly 
free-market course. The Hungarian Social- 
ists, though tainted with corruption (like al- 
most all post-communist governments), 
have done well. Mr Orban is likely to keep 
most of their policies. 


Goulash democracy 
Seats in Hungarian parliament, 1998 (1994) 








Orban in the driving seat 


After all, Gyula Horn, Hungary's de- 
feated prime minister, pulled Hungary 
back from a debt crisis, reformed pensions 
and engineered an impressive export- and 
investment-led recovery. Bad luck for him 
thatso many Hungarian voters felt the pain 
of reform without enjoying its benefits. 

Mr Orban, for his part, has yet to con- 
vince investors and free-market econo- 
mists that he will manage to continue Mr 
Horn's reforms without, like Mr Horn, dis- 
appointing the people who elected him. 
Foreign investors are important: they have 
put more money per person in Hungary 
than anywhere else in post-communist Eu- 
rope. They produce two-thirds of exports, 
the growing economy's motor. Share prices 
dropped over 17% after the first round of 
the election on May 10th, though they were 
recovering towards the end of this week. 

But Mr Orban, 35 on May 3ist, is noth- 
ing if not adaptable. He was prominent in 
Fidesz when it was, in effect, the student 
wing of the Free Democrats, the junior (and 
more liberal) member of the defeated coali- 
tion. Yet he turned Fidesz into a party with 
mass appeal by sounding anything but lib- 
eral. His economic pronouncements are 
tinged with demagoguery: 
taxes and inflation will be 
lower, he promises; growth 
faster; welfare more generous. 
He also champions the ethnic 
Hungarians living outside 
Hungary in ways that unnerve 
Romania and Slovakia, where 
most of them live. And he has 
rattled the Eu: for the sake of 
those Hungarian cousins, he 
has said, Hungary should not 
join the Eu’ borderless 
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Ghettos for Czech gypsies? 


PRAGUE 


HE Czech Republic is, on the face of it, 

a tolerant and peaceful land—except 
when it comes to its 300,000 gypsies. 
Though a bare 3% of the population, they 
have a hard time. Other Czechs are reluc- 
tant to give them jobs, and they are in- 
creasingly often attacked. Earlier this 
month, one victim was Milan Lacko, a fa- 
ther of four who was beaten unconscious 
by skinheads and dumped by the side of a 
| road, where a lorry ran him over and 
| killed him. 

Some leading Czechs, including their 
president, Vaclav Havel, have urged their 
countrymen to be kinder. But being anti- 
gypsy goes down well, especially, it seems, 
in local politics. Witness the town coun- 
cils of two Czech towns that are propos- 
ing to create ghettos, replete with walls 
and police guards, to separate their gyp- 
sies from the other citizens. 











Post-communist pendulum 
How voters have swung since 1989 












poles 

government Next Most recent 
Bulgaria Right — Left — Right 
Czech Republic* Right Right — Right 
Estonia — Right — Mixed Right 
Hungary Right j Left Right 
latvia Right Mixed Mixed 
Lithuania Right 1 . Left Right 
Poland ^ Right Left Right 
Romania Left —— left Right 
Slovakia* — Right — left Lefts 
Slovenia Left Left — Mixed 






*Crechoslovakia split in 1993 
T'Centre-left predicted to win in general election this June 






Source: The Economist 


Schengen area until they are in it too. And 
all good Hungarians should, like him, have 
three children. 

Will he jettison such populism, once in 
office? Much will depend on his partners. 
So far, he has derided the prospect of a 
“grand coalition” with the defeated Social- 
ists. That leaves him with the rural Small- 
holders, who can sound even more popu- 
list than Mr Orban. They want to restore the 
death penalty. They would ban the sale of 
land to foreigners, making it harder for 
Hungary to join the EU. 

But the Smallholders’ rank and file may 
be easier-going than their irascible nation- 
alist leader, Jozsef Torgyan. Finding him a 
job that makes him feel good while curbing 
his influence, especially over the economy, 
is Mr Orban's biggest problem. But Mr Tor- 
gyan, like Mr Orban, may become more 
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In the northern industrial town of 


Usti nad Labem, the councillors want to 
spend 350,000 koruna ($11,000) building 
walls four metres (13 feet) high to seal off a 
pair of run-down tenement blocks lived 
in by 39 gypsy families. The mayor says 
they are merely “noise barriers”. But, to 
ensure that the tenants, many of whom 
have no hot water or bathrooms, keep 
themselves to themselves, the walls are to 
be policed around the clock. 

Farther south in Plzen (Pilsen, to beer- 
drinkers), some local politicians want to 
resettle hundreds of “socially unadapt- 
able people” on the town’s outskirts in a 
purpose-built, fenced-in compound with 
its own police station. As in Usti, local 
Pizenites say gypsies are filthy, do not pay 
their rent, hold wild drinking parties and 
indulge in crime. Many gypsies (or Roma, 
as some prefer to be called) do indeed 
struggle to meet the rent. Some steal. 

Many Czechs, however, are trying to 


pragmatic in office. He is already toning 
down his language. And both men have re- 
fused to co-operate with Istvan Csurka, an 
out-and-out chauvinist, whose Justice and 
Life Party has for the first time won seats— 
albeit only a handful—in parliament. 

Mr Orban has promised to leave in of- 
fice the central bank’s president, Gyorgyi 
Suranyi, widely seen as a guarantor of eco- 
nomic stability. A newspaper close to Fid- 
esz has tipped as the likely finance minister 
Laszlo Urban, an American-trained econo- 
mist with fiscally conservative instincts. 
The first clue to the new government's eco- 
nomic approach, and to the Smallholders' 
influence, will be the drafting of next year’s 
budget, which begins within months. 

So the change may not be that big after 
all. And that, perhaps, reveals a real trend 
in Central Europe. After nearly a decade of 
pain and populism, with the worst of the 
transition over, voters and parties may be 
converging on a steadier, less hectic, phase 
of post-communist reform—with Poles and 
Hungarians showing the way. 





Italy 


The past's return 


ROME 


I ROMANO PRODI had expected Italy's 
voters to offer him their gratitude for get- 
ting the country into Europe's single-cur- 
rency club at the outset, he knows better 
now. In local elections in parts of the coun- 
try on May 24th, when nearly 7m Italians 


heed Mr Havel's strictures. Recently he 
granted presidential pardons to two 
gypsy brothers who had been accused of 
assaulting Miroslav Sladek, leader of the 
far-right, and virulently anti-gypsy, Re- 
publican Party. A recent opinion poll 
found that 85% of Czechs thought Mr Ha- 
vel right to pardon them. 

The ghetto proposals in Usti and 
Plzen have roused not only human-rights | 
groups but a number of leading politi- | 
cians. Pavel Dostal, a Social Democratic 
member of parliament, recalling the fate 
of Czech Jews and gypsies during Germa- 
ny’s occupation in the second world war, 
likened the plan to Nazi concentration 
camps. A minister without portfolio, 
Vladimir Mlynar, who has also deplored 
the plans, says that education is the key. 
His Freedom Union wants “positive 
discrimination” for gypsies, with bonuses 
to companies that employ them. Such 
ideas, though not yet widely accepted, | 
may catch on—especially since the Czechs 
must now ensure that the Eu thinks they _ 
are fit for membership. | 


went to the polls, the parties belonging to 
the prime ministers centre-left coalition 
did not fare well. The Freedom Alliance, the 
conservative opposition, did rather better. 
Indeed, its leader, Silvio Berlusconi, felt 
chuffed enough by the result to say he 
would stop co-operating with the centre- 
left over constitutional reform. But the real 
success went to the small parties descended 
from the Christian Democrats, the people 
who ran Italy from the end of the second 
world war until the scandals that put paid 
to the old establishment after 1992. 

This is not surprising. Local politics, 
with its careful mixture of patience, bar- 
gaining and patronage, suits the former 
Christian Democrats. They still have deep 
roots in Italy's parishes, where much of the 





Prodi unthanked 
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country’s politicking goes on. Franco Mar- 
ini and Lamberto Dini—the leaders of the 
Popular Party and Italian Renewal, both in 
the government—know how to keep the lo- 
cals happy. So do Clemente Mastella, Pier 
Casini, Rocco Buttiglione and Francesco 
Cossiga, each of whom leads a centre-right 
splinter, outside the government, of the old 
Christian Democrats. 

The most colourful of these half-dozen 
men is Mr Cossiga, a former prime minis- 
ter and president who has re-entered the 
political fray with gusto. Stubborn, intelli- 
gent and sometimes embarrassingly frank, 
a passionate Anglophile who loves to quote 
from John Donne, Mr Cossiga startled ev- 
erybody in March when, after founding a 
new party, the Democratic Union for the 
Republic, he then decided not to join it. 
Nevertheless, he had pulled together about 
50 members of parliament who are ready 
to back the government when the Refound- 
ed Communists—who are supposed to 
prop it up—refuse to vote for it. 

Mr Cossiga’s old friend, the prime min- 
ister, is duly grateful. Despite some set- 
backs, Mr Prodi, once a Christian Democrat 
himself, is among the most successful of all 
post-1945 Italian prime ministers. He man- 
aged to wangle Italy into Europe's single 
currency. He has launched some bold re- 
forms. Two years ago, when he took office, 
many thought he would be a puppet of 
Massimo D'Alema, who leads the ex-com- 
munist Democratic Left party, the new co- 
alition's main chunk. But Mr D'Alema has 
proved an ineffectual puppeteer. 

Italy’s president, Oscar Luigi Scalfaro, 
unlikely to dissolve parliament during his 
last year of office, is another nimble ex- 
Christian Democrat. Parliament elected 
him to the presidency in the spring of 1992, 
hours after the killing of a top Mafia pros- 
ecutor, Giovanni Falcone, had smashed the 
chances of the favourite, Giulio Andreotti 
(now on trial on charges of links with the 
Mafia). A somewhat pompous, old-fash- 
ioned sort of chap—in 1950, when a junior 
minister, he famously scolded a young 
woman for showing her naked shoulders 
in a restaurant, and got challenged to a duel 
by her husband—Mr Scalfaro is not much 
loved. But everybody agrees that he has 
been masterly in the way he has manoeu- 
vred the ship of Italian politics out of the 
great corruption scandal of the early 1990s. 

In 1992 and 1993, he picked two capa- 
ble men, Giuliano Amato and then Carlo 
Azeglio Ciampi, to lead technocratic gov- 
ernments. Then, in 1994, when Silvio Ber- 
lusconi's leaking conservative government 
foundered, he refused to call the election 
Mr Berlusconi demanded, and instead 
asked Mr Dini, a former central banker, to 
take over the helm. And when the centre- 
left won the 1996 election, it was he who 
put Mr Prodi in charge. 

Nota bad record fora party that seemed 
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to have committed suicide. Two former 
Christian Democrats sit confidently in the 
president's and the prime minister's jobs 
(and a third is chairman of the Senate, an- 
other powerful post). And now there is Mr 
Cossiga. He sits technically in the opposi- 
tion, but he is ready to offer the government 
vital support if it needs it. And if the centre 
of Italian politics reassembles itself—it will 
have a shot at doing so in the regional elec- 
tion in Friuli on June 14th—he would serve 
as an excellent rallying point. 





Germany 


A little left music 


I: IS not easy to be Tony Blair if you are 
German. Unlike the British prime minis- 
ter, Gerhard Schróder—the Social Demo- 
crats' man for the chancellorship—does not 
lead his own party. If his lot win the general 
election in September, Germany's would- 
be Blair is likely to have to share power in a 
coalition. And unlike Mr Blair, he cannot 
banish to the sidelines his party's trouble- 
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some left-wingers. Instead, he must try to 
please them without surrendering to them. 
He made his first attempt on May 26th by 
announcing a “core team” to see the party 
through the election. 

It is a clever concoction. Oskar Lafont- 
aine, party chairman and leader of its tradi- 
tional left, gets the most prominent—and 
eyebrow-raising—job, spokesman on bud- 
get and European issues. Mr Lafontaine has 
been the Social Democrats’ chief opponent 
of business-friendly tax reform and its chief 
defender of lavish social spending. He 
looks an odd choice for the job of restrain- 
ing ministers who spend taxpayers’ money. 
But Mr Lafontaine’s campaign job may 
have nothing to do with his role after the 
election. Mr Schroder has been careful to 
point out that the campaign line-up did 
not constitute a “shadow cabinet”. 

If the Social Democrats were to win 
only a narrow majority in the Bundestag, 
along with their preferred coalition part- 
ners, the Greens, Mr Lafontaine might be 
dispatched to become the majority's leader 
in parliament. From that perch, he might 
prove the man to keep parliamentarians in 
order on a future Chancellor Schróder's be- 








BERLIN 


S EVERY student of modern Euro- 
pean politics knows, post-war Ger- 
many's closest western allies have always 
had a slight, nagging fear in the pit of 
their stomachs. One day, the Germans 
| might lose interest in them and become 
cosy, instead, with their Slav neighbours 
to the east. With Germany tethered as 
firmly as ever to the European Union 
and NATO, such worries should seem 
groundless. But there is one area where 
this long-mooted possibility may come 
to pass: military transport. 

Germany and half a dozen other Eu- 
ropean countries in NATO have spent 
about a decade sketching out plans for 
| an aircraft that could bring their troops 
| and weapons to the far-flung war zones 
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Big-bellied eastern promise - 


— 


Ostpolitik of the air 





of the 21st century. In moments of hope- 
ful fantasy, they imagine this wonderful 
machine serving Europe as the strong 
arm ofa perfectly co-ordinated common 
foreign and security policy. But the pro- 
ject, whose cost is estimated at $22 bil- 
lion, has been dogged by its prosaic 
name—the Future Large Aircraft. 

Now, to the dismay of their FLA part- 
ners, the Germans have become inter- 
ested in a military transport which is 
even larger and already exists—at least as 
a prototype. It is the Antonov-70, and it is 
made in Ukraine with Russian help. 

Although insisting that no final deci- 
sions have been made, the German gov- 
ernment has all but left the FLA design | 
room (maybe signalling its doom), while 
it ponders the feasibility of 
co-operating with the Slavs 
to produce something more 
like the Antonov. Almost ev- 


| 
| 
erybody in Western Europe, 


including Daimler-Benz 
Aerospace, the German 


company that will jointly 
produce whichever aircraft 
is chosen, seems surprised 
by the government's east- 
ward glances. But perhaps it 
views such ideas merely as a 
harmless way of keeping old 
Soviet aircraft builders busy. 
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| Le foot a la francaise strike from June ist to protest against 


| PARIS 


ITH less than a fortnight to go be- 

fore the football World Cup kicks 
off in Paris on June 10th, France has got 
the jitters. The month-long series of 64 
games, featuring 32 teams from around 
the world, is expected to be watched, at 
least once, by a billion or so viewers. What 
a wonderful chance for a publicity seeker. 
Terrorists, soccer hooligans and striking 
transport workers are all threatening to 
spoil the fun—and sully the proud host's 
image around the world. 

On May 26th, nearly 100 people sus- 
pected of links with Algerian Muslim ex- 
tremists were arrested in dawn raids in 
five European countries (Germany, Bel- 
gium, Italy, Switzerland and France) at 
the request of France's leading anti-terror- 
ist magistrate, Jean-Louis Bruguiére. No 
explosives and only one firearm were 
found, but the interior ministry said that 
months of surveillance had led it to be- 
lieve that "terrorist activities were being 
prepared in the World Cup's run-up”. 
Three of the 53 nabbed in France live 
barely a grenade's throw from a sparkling 
| new 80,000-seat stadium in Paris's north- 
| ern suburbs, where nine matches, includ- 
| ing the final, are to be played. 

A fortnight earlier, an unexploded 
bomb had been found in front of France 
Télécom's offices in Paris’s north-east. No 

| one has claimed responsibility, but the 
| bomb was like the ones used in a wave of 
, attacks in France inspired by Algerian ex- 
tremists in 1995, when ten people were 
killed and more than 150 injured. Dozens 
of suspected Algerian terrorist sympath- 
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|| 








half. Its current occupant is Wolfgang 
Schauble, the second-most-powerful figure 
in Germany; Mr Lafontaine would be no 
less influential. Mr Schróder might well be- 
come dependent on him in that post; but 
he would not actually be making policy. 

In the other slots, Mr Schroder shrugged 





It all looks pink to Lafontaine 
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isers are already in French jails after ear- 
lier clamp-downs on Muslim extremists. 
Some 130, arrested three years ago, are to 
go on trial this September. 

Other potential trouble-makers in- 
clude Basque and Corsican separatists, 
never averse to a bomb or two. And then, 
of course, there are football hooligans, no- 
tably from England. The British govern- 
ment has tried to do its bit to prevent ex- 
porting England's national shame, with 
the slogan “No ticket, don't travel". But a 
junior French minister, on a visit to Lon- 
don to boost French tourism not long ago, 
flummoxed everyone by inviting "as 
many Britons as possible" to come and 
join in festivities, ticket or no ticket. 
Quelle gaffe! 

Actually, the way things are going, the 
hooligans—as well as better-behaved 
fans—may find it hard to get to France. 
The main pilots’ union has called a 15-day 





off the left where it mattered. The Social 
Democrats' leading expert on social policy, 
Rudolf Dressler, a man of the left, will not 
speak for the party on labour or pensions. 
That job goes to a modern-minded trade 
unionist, Walter Riester, number two at 
Germany's biggest trade union, iG Metall. 
The home-affairs spokesman is Otto Schily, 
once a radical Green who served as a lawyer 
for the terrorist Red Army Fraction, who is 
now on the Social Democrats' right wing. 
Rudolf Scharping, the party's current lead- 
er in parliament, could graduate uncontro- 
versially from being foreign-affairs spokes- 
man to foreign minister. 

The Social Democrats swallowed Mr 
Schroder’s choices without a murmur. After 
an election victory, with the Greens (if they 
squeak back into parliament) clamouring 
for jobs in the cabinet, the left may again 
find its voice. Mr Schróder will then find 
himself on the spot. 





plans to dock their pay by 15% in ex- | 
change for a shareholding in Air France | 
when the state-owned airline is privat- | 
ised. And two French train-drivers' 
unions have called for a 24-hour (repeat- 
able) stoppage on June 10th, the day of the 
World Cup kick-off. Lorry-drivers also 
threatened protests during the Cup, but 
have put off further action until the au- 
tumn. The government is drawing some 
comfort from a belief that most unions 
will be reluctant to risk the unpopularity 
of any disruption to the Cup. 

Another aggrieved group may, how- 
ever, make itself felt: French women. 
While men are expected to be glued to 
their television sets, three-quarters of 
women say they will switch right off, and | 
a tenth are positively dreading the entire 
event. So "special activities" are being set 
up for France's jaundiced, abandoned | 
wives. The Chippendales, a male strip- 
tease quintet, are putting on a show in 
Paris from June 15th entitled “Les filles 
sans foot", which means “Girls without 
football” but also sounds like “Les filles 
sen foutent"—"Girls don't give a damn" 
(or something rather ruder). 

Another bunch of male strippers, the 
California Dream Men, will be undress- 
ing at the Folies Bergéres in a “Widows of 
the World Cup” spectacular. Some restau- | 
rants are offering four meals for the price 
of three to all-female groups. And Cup- 
bashing outfits, with such names as La 
Coupe est pleine (My Cup runneth over) 
is arranging “hen outings”. Sociologists 
are even predicting—in all earnest—a 
steep rise in divorce. At the same time, 
some 20 extra tonnes of World Cup con- 
doms have, it is said, been imported. 


lreland 


Euro-yawn 


DUBLIN 


I! IS a truism that Ireland has done mag- 
nificently out of Europe. Being part of 
the European club has helped pep up an 
economy that now does as well, per person, 
as Britain's. It has helped pull the Irish out 
from under the psychological shadow of 
the domineering old power across the wa- 
ter. And it may even help to make peace is- 
land-wide. 

So why, on May 22nd, did some 38% of 
voters in the Irish republic say No to the 
Amsterdam treaty, which slightly increases 
the punch of the European Union and 
which all 15 EU countries must ratify before 
it comes into force? In another referendum 
on the same day, voters in the southern part 
of the divided island were a lot happier 
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about an Anglo-Irish peace plan for North- 
ern Ireland: 94% of them said Yes to it. But 
twice as many votes were spoiled in the 
vote on Amsterdam as in the vote for the 
northern peace plan. 

Enthusiasm for the Eu is still strong. 
This year Ireland will get IR£1.9 billion 
($2.7 billion, some 4% of Gpr) from Brus- 
sels, and put around IR£400m back into 
the European kitty. For sure, Yes voters were 
a lot more dominant in rural areas, where 
Europe's common agriculture policy—and 
what is fondly known as the "the cheque 
for the headage [of livestock['—is the life- 
blood of farming. 

But, though it would have been thought 
small in such Eurosceptical countries as 
Denmark or Britain, the size of the No vote 
shook Ireland’s main parties. All five of 
them backed the treaty, though none of 
them—and heres the rub—bothered to 
make much effort to campaign for it. The 
benefits of membership may seem self-evi- 
dent, but that may not be enough to sustain 
near-universal Europhilia for ever. Indeed, 
it may already be wearing off. In 1972, 83% 
of Irish voters endorsed the decision to join 
what was then the European Economic 
Community. In 1987, 70% voted for the Sin- 
gle European Act. In 1992, 69% voted for the 
Maastricht treaty. Last week, those favour- 
ing more integration slid to 62%, and turn- 
out was only 56%. 

One reason for the low vote for Amster- 
dam was lack of information. And the as- 
sorted No campaigners, including Greens 
and those who think EU membership is un- 
dermining Irish neutrality, were much 
more active than the Yes campaigners. An- 
other reason was that, thanks to a Supreme 
Court judgment that led to the setting up of 
a referendum commission, the same 
amount of money had to be spent arguing 
both for and against the Amsterdam treaty. 
Politicians keen on a Yes vote found they 
could not talk up the treaty on their local 
radio stations unless a No campaigner 
were found to match them. And the 
naysayers' slogan—"If you don't know, vote 
no"—was taken to heart. 
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Turkey 


A softer Islam? 


ANKARA 


I: THE ban slapped on Turkey's Welfare 
Party four months ago was meant to stop 
Islamist politicians coming to power again, 
it probably misfired. Pundits reckon that 
the Virtue Party, Welfare's successor, stands 
a good chance of winning the election that 
Mesut Yilmaz, the prime minister, must 
call before 2000. But perhaps the real aim 
of the generals and judges who banned 
Welfare was simply to soften the edges of 
political Islam. If so, they can smile. 

When Recai Kutan, Virtue's provisional 
leader, addressed a crowd of supporters on 
May 14th, there was little to suggest that he 
spoke for a political movement that had 
pledged, as recently as 1995, to pull Turkey 
out of NATO. Rather than talk—as Necmet- 
tin Erbakan, Welfare's leader, did—about 
the "microbes" of the Zionist banking sys- 
tem, Mr Kutan kept religious imagery to a 
minimum and had quite nice things to say 
about America and the European Union. 

So can Virtue be compared to the Chris- 
tian Democrats of Western Europe? Not 
quite, not yet. If Turkey's Islamists are 
changing, it is only because the experience 
of recent years has chastened them. As 
prime minister, Mr Erbakan had to back 
away from his wilder campaign pledges, 
such as signing Turkey up to an Islamic cur- 
rency. But even his faint whiffof radicalism 
alarmed the generals, who duly engineered 
the overthrow of his government and the 
banning of his party. Mr Erbakan, at 73, 
was excluded from politics for five years. 

Virtue, the latest Islamic movement, 
talks a lot about democracy in general 
terms. But this may be only because it 
wants more freedom for its supporters to 
be demonstratively religious. They know 


Virtuous reality: a prayer for Welfare 
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there are votes to be won by championing 
the right of female students to wear 
headscarves in lectures. It is now seeking 
ways to advance this cause without chal- 
lenging Turkey's secular system as openly 
as Welfare did. 

That said, there may be real as well as 
tactical differences between Virtue and its 
predecessor. Mr Kutan and other senior fig- 
ures in the party owe their jobs to Mr Erbak- 
an, but what about Virtue's 310,000 mem- 
bers, 305,000 of whom never joined 
Welfare, and 80-odd provincial party 
chiefs, all new appointments? There are 
signs that internal debate, frowned on in 
the three parties Mr Erbakan has led since 
1970, may now be more open. Some of Vir- 
tue's 143 deputies have declared their un- 
happiness with Mr Kutan's appointment. 
Might the party reject Mr Erbakan's choice 
when it elects its next leader at the congress 
that must be held within two years? 

Where this internal debate might lead is 
one of the uncertainties of Turkish politics. 
When Mr Erbakan consulted deputies 
about who should next lead the movement, 
80% expressed a preference for Recep Tay- 
yip Erdogan, the mayor of Istanbul. Despite 
the threat of a jail sentence hanging over 
him, he seems keen. A recent tour of Tur- 
key's Black Sea region bolstered him as Vir- 
tue's biggest star. He and his friends favour 
a congress before the next election. 

That might not suit Mr Erbakan. He 
wants a compliant ally to keep the leader’s 
seat warm until his ban has expired. But de- 
spite his enduring moral influence, many 
Virtue people reckon it is time to pension 
off the ex-prime minister. Mr Kutan, for his 
part, disclaims any ambition to lead Virtue 
after the next party congress. This creates a 
dilemma. Mr Erdogan may be Virtue's top 
electoral asset, but the generals distrust him 
even more than they do Mr Erbakan. If the 
mayor won supreme power, he too might 
find himself robbed of it. 
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Dominique Strauss-Kahn, euro-coach 


O` THE evening of June 4th, in a small château in Luxem- 
bourg, a meeting of European Union bigwigs may prove 
the most telling moment in Britain’s six months as president of 
the EU. Gordon Brown, Britain's chancellor of the exchequer, 
will open the proceedings. But the chair will smartly pass to an 
Austrian, Rudolf Edlinger. For this will be the first get-together of 
the new “euro-11” council of finance ministers from countries 
due to embrace the single currency in January. The man most 
likely to dominate the chat is Dominique Strauss-Kahn, France's 
urbane finance minister. 

It isa year since Mr Strauss-Kahn's old patron, Lionel Jospin, 
led his Socialist Party to unexpected victory in a general election. 
The new finance minister quickly made his presence felt in Eu- 
rope by vigorously objecting to the 
German-inspired "stability pact” 
that seeks to constrain borrowing by 
countries adopting the euro. For a 
moment, France’s loyalty to the new 
currency seemed in doubt. But the 
government soon changed its tune 
and accepted the pact. The formida- 
ble Mr Strauss-Kahn, able effortlessly 
to reel off chunks of the Maastricht 
treaty, fluent in four European lan- 
guages (English, German and Span- 
ish, as well as his own tongue), has 
since, among EU finance ministers, 
become the biggest hitter. 

He is helped by his close friend- 
ship with Mr Jospin, who was a wit- 4 
ness at Mr Strauss-Kahn's third mar- if 
riage, in 1991, to Anne Sinclair, a 
French television journalist. As a for- 
mer economics professor, with 
tomes on pensions and inequality to 
his credit, and a tendency to spatter — |l = 
speeches with references to Schum- (C (RT JE 
peter, Montesquieu and Aristotle, he ^ [i 3JI— E 
is perhaps too fond of his own voice. 
But in EU meetings he uses it with 
style and wit. When attacked because \ 
France had candidates for the top i 
jobs at both the European Central Bank (ECB) and the European 
Bank for Reconstruction and Development, he breezily replied 
that he was the sort of chap who liked both cheese and pudding. 

Though Mr Strauss-Kahn—psk, as he is generally known in 
French political circles—prides himself on his pragmatism, you 
cannot doubt his keenness on the euro: the last and most impor- 
tant step towards completing Europe's single market, he calls it. 
Already, he says, it has brought stability and credibility. Look 
how Asia's turmoil has left Europe's currencies unscathed—in 
contrast to the wobbles after Mexico's peso fiasco in 1994. And 
he dismisses fears that the euro will import too much market 
liberalism into the Eu. Not that he, for all his opposition to trade 
liberalisation when industry minister from 1991 to 1993, would 
declare himself against markets as such. But they should be han- 
dled *with precaution". And he has spoken derisively of the 
“free-market illusion". Competitive forces unleashed by the euro 
will, he reckons, raise efficiency and so be good for France and 
Europe. But they may also need more, not less, regulation. 

Which is where euro-11 comes in. The new body was largely 
Mr Strauss-Kahn's idea, created in the teeth of opposition from 
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both Germany, which did not want a political rival to the ECB, 
and Britain, which was edgy about losing even more influence 
in the EU. psx thinks the euro-11 should act in three areas. 

First, it should “co-ordinate” national budget policies. Mr 
Strauss-Kahn respects the Maastricht ceilings on public debt 
and borrowing. But he hopes the euro will bring Keynes back 
from his oubliettes—his oblivion—as co-ordinated budget poli- 
cies should, he reckons, boost growth. Second, he wants the euro- 
11 to plan structural reforms together, in pensions, labour mar- 
kets and, above all, in tax, where he strongly supports further 
harmonisation to stop *unfair competition". Third, he expects 
the euro-11 to play an international role, presenting a joint posi- 
tion at the mF and elsewhere on the world's monetary stage. 

Such co-ordination—a favourite 
word of psk—sounds unremarkable. 
But it also heralds a bigger agenda. 
What the euro-11 will quickly be- 
come, if Mr Strauss-Kahn has his 
way, is an embryonic economic gov- 
ernment for Europe, and a heavy po- 
litical counterweight to the ECB. 

This could create two dangers. 
One is to the bank's statutory inde- 
pendence in pursuit of its treaty-pre- 
scribed goal of price stability. The 
other is to the cohesion of the Union. 
The four EU countries outside the 
euro are anxious to stop the in-group 
from straying into areas in which 
they have a strong interest, but virtu- 
ally no voice. 

Mais non! Nobody, says suave 
DSK, wants to exert political influ- 
ence over Europe's bank, but surely it 

[3 / y A needs a “political interlocutor”? Af- 
EA M AP). terall, the Bundesbank and Ameri- 
W ca’s Federal Reserve have a steady di- 
alogue with their governments. And 
the ECB must be held to account, 
both in Europe's parliament and in 
a- Ww Ø national ones. Indeed, if arrange- 
= ments for accountability prove too 
weak, the Maastricht treaty could in theory be amended to 
strengthen them—without, Mr Strauss-Kahn says, implying any 
form of political control. 

As for the possibility of splitting the Union, Mr Strauss-Kahn 
did accept the agreement at last December's summit in Luxem- 
bourg that matters of interest to all Eu countries should be dis- 
cussed among the 15, not among the 11. In any event, he expects 
the *outs", including Britain, to become "ins" quite soon. Mean- 
while, he is sanguine about the prospect of EU countries moving 
at different speeds, especially when the club is fully opened up 
to Central and East Europeans. Nonetheless, countries in the 
single currency must, he says, move faster than the rest towards 
common economic policies. 

That will hardly reassure sceptics in Denmark, Sweden or 
Britain—nor even their governments, which, though not exactly 
sceptical, are not yet ready to take the single-currency plunge. 
And they are certainly wary of deeper economic co-ordination, 
EU-wide, à la psx. Yet what, despite the Luxembourg deal, can 
they do to stop it? Mr Strauss-Kahn's easy charm may not be 
enough to keep them happy when the euro-11 gets going. 
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BRITAIN 


Ulster says Yes 


BELFAST 


With the referendum over, the campaign for seats in the Northern Ireland 
Assembly has begun. How does the political arithmetic look? 


4 Snag are curious days in Northern Ire- 
land. In recent weeks, voters have seen 
the main unionist and nationalist parties, 
the political wing ofthe IRA, and represen- 
tatives of loyalist paramilitaries all on the 
same side in the referendum on the Good 
Friday agreement. Then the ramshackle Yes 
campaign won 71.1% of the vote on May 
22nd, securing an overwhelming majority 
of nationalist votes and (probably) a slim 
majority of unionist ones too. The same 
day, in a parallel vote south of the border, 
fully 94% of Irish electors voted to drop 
their territorial claim to the North from 
their country's constitution. 

The curiosities continue. The day after 
the poll, extreme Protestants, who for 21 
months had gathered weekly to shout 
abuse and threaten Catholics attending 
Mass in Ballymena, County Antrim, said 
they would stop “picketing” the church. 

This was nothing to do with the referen- 
dum, said the pickets, but a reaction to a 
compromise in nearby Dunloy between 
Protestant marchers and Catholic resi- 
dents. Still, it was a welcome outbreak of 
common sense. Firebomb attacks on Cath- 
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olics, their cars and priests’ homes had 
damaged the image both of the town and of 
Protestant marches. On one occasion, an 
Orange Order leader joined local unionists 
at the church to support the congregation. 

Odder still were the remarks on May 
25th of lan Paisley—an ultra-Protestant 
churchman and leader of the Democratic 
Unionist Party (pup) and of the No cam- 
paign. This arch-defender of the British 
crown denounced the queen as "Tony 
Blair's parrot" for congratulating Northern 
Ireland on its Yes. What is more, the arch- 
destroyer of so many previous institutions, 
initiatives and reputations was careful to 
deny that his party would be "wreckers" in 
the assembly to be elected, in accordance 
with the agreement, on June 25th. 

Mr Paisley's caution reflects both reality 
and arithmetic. The reality is that even 
among the 275,000 people—almost all of 
them unionists—who voted No, there is rec- 
ognition that the next political battle- 
ground will be in the assembly, whether 
they want itor not. And the arithmetic? The 
division of unionists on May 22nd means 
that Mr Paisley is still in the political 
game—although David Trimble, leader of 
the biggest unionist party, the Ulster 
Unionists, dearly wishes otherwise. 

It is probable that just over half of those 
unionists who voted said Yes; one exit poll 
gave a margin of 55-45. But the calculations 
are tight. In the last general election, union- 
ist and loyalist parties won just over 50% of 
the vote, nationalists and republicans 40%, 
and the Alliance party 8%. Assuming that 
all Alliance voters voted Yes, and that 3-4% 
of votes were cast by hardline republicans 
saying No, then there was a narrow union- 
ist Majority in favour. 

No wonder that the pup has been 
rubbishing the idea that any nationalists 
voted no. Against that, Mr Trimble’s dep- 
uty, John Taylor, has been talking down the 
share of nationalist voters to only 35% (May 
1997's results notwithstanding). National- 
ist politicians have kept a discreet silence. 

The point of all these sums is the com- 
plicated workings of the 108-seat assembly. 
A petition signed by any 30 members can 


trigger a complicated voting procedure and 
in some cases launch appeals for judicial 
review. So if anti-agreement unionists can 
muster 30 seats, they will have a good 
chance of gumming up its works. Those in 
favour have the same target. 

Calculating who will get what depends 
on which past election you start from. Esti- 
mates of the Ulster Unionists’ likely haul 
ranges from 26 seats to 29. The pup might 
win 20 to 22. The UK Unionist Party, which 
campaigned against the agreement with 
the DUP, might win two. The two small par- 
ties representing loyalist paramilitaries 
can expect four. 

Because the loyalist parties back the 
agreement, and will side with Mr Trimble, 
is he safe? Not quite. His own party was 
split in two over the Good Friday deal, with 
six of his ten MPs voting against. So the 
complexion of the assembly depends cru- 
cially on the views of his “own” people. 

So far, things are going Mr Trimble's 
way. The Ulster Unionists, like all the other 
parties, are due to have selected all their 
candidates by this weekend. The leader has 
seen off a bid for selection by Jeffrey 
Donaldson, his ambitious young lieuten- 
ant in the talks, who walked out just before 
the agreement. Mr Donaldson says he will 
not stand as an independent. He may have 
had little choice. Having made his own 
"No" plain, he then refused to join the No 
campaigners, reaping scorn from both 
camps who detected his hope of sitting out 
the fight, seeing Mr Trimble fail, and inher- 
iting the party leadership. 

But Mr Trimble is far from being home 





Paisley thunders 
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The visit 


ITH two days to go, the Yes cam- 
| paign looked in deep trouble. A 
majority in favour of the Good Friday 
agreement looked certain, it is true, but a 
majority of unionists did not. What 
tipped the balance? 

[n two words, star quality. First came a 
| rock concert on May 20th, where Bono, 
singer with an Irish band, u2, held aloft 
the hands of David Trimble and John 
Hume, leaders of the main unionist and 
nationalist parties respectively. More im- 
portant, though, was the last-minute visit 
to Northern Ireland, the third in a fort- 
night, of Tony Blair. 

That an appeal from a British prime 
minister should make such a difference to 
people so ardent in their Britishness 
ought not to be a surprise. But Northern 
Ireland is like no other part of the United 
Kingdom. Unionists suspicion of Lon- 
don politicians can produce language to 
match that of any republican. So, in Prot- 
estant East Belfast, Mr Blair was told to 
“go back to England, you're not wanted 
here", and called “traitor” and “rebel”. 

Mr Blair was never going to win over 
| 





those who had already decided to vote 
No. But opinion polls had given the Yes 
campaign only a slender lead among 
unionists; many voters were undecided. 
The Noes seemed to be winning many of 
these over by playing on fears that terror- 





His word, in writing 


ists would be not only on the streets but 
also in government. The Yes campaign, 
based on a painful and complicated com- | 
promise, lacked a similarly simple mes- | 
sage. It had no natural leader, unlike the 
Noes’ Ian Paisley: a nationalist would 
scare unionists away; the main unionist 
party was split; and the Northern Ireland 
secretary, Mo Mowlam, though popular 
on the other side of the Irish Sea, is 
loathed by many unionists. 

Mr Blair brought charm and focus— 
albeit a soft focus. He offered handwrit- 
ten pledges, including an assurance that | 
those who used or threatened violence : 
would be barred from government.Some | 
may have been swayed by this, but emo- | 
tion played the bigger part. The prime © 
minister made people feel that he cares 
about Ulster, despite all its wretched con- 
trariness. The locals bought it: the 
warmth, the pulpit delivery, the hands | 
clenched on the lectern, the agonised, al- 
most practised sincerity. 

During the visit, an aide remarked: 
“It’s on the turn”. When Mr Blair was on a 
walkabout in the constituency of No cam- 
paigner Bob McCartney, the local MP 
tried to challenge the prime minister. Lo- 
cals cheered Mr Blair and booed their 
own man. On the turn, indeed. 
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and hosed. Other unhappy Ulster Union- 
ists may run on the party ticket but with an 
anti-agreement message. If the tide has not 
decisively turned in favour of the agree- 
ment since the referendum, they might win 
seats. Then the tally of pro-agreement UI- 
ster Unionists would fall short of Mr 
Trimble's hoped-for 26-29. History offers 
an uncomfortable precedent. The one pre- 
vious attempt to establish a power-sharing 
assembly collapsed in 1974 after elections 
were contested by unionists from the same 
original party but on opposing sides. 

To complicate matters further, the elec- 
tion will be held under the single transfer- 
able vote system of proportional represen- 
tation, in which voters can register up to six 
choices, in order of preference. If their fa- 
vourite candidate is not elected, their votes 
are given to the second choice on their list, 
and so on. 

This creates the possibility of tactical 
voting across the old divide. David Ervine, 
leader of the loyalist Progressive Unionist 
Party (PUP), seems likely to benefit from the 
transfers of the small nationalist minority 
in Protestant East Belfast, whose MP is Mr 
Paisley's deputy, Peter Robinson. It scarcely 
matters that the PUP speaks for the illegal 
Ulster Volunteer Force, responsible for kill- 
ing hundreds of Catholics. As the new, 
pragmatic voice of loyalism, Mr Ervine is 
amazingly popular among Catholics. 

Further twists may lie ahead. Why is it 
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that on May 22nd 160,000 more votes were 
cast than in the latest general election? 
Quite likely, many were unionists who had 
not bothered to vote for years. But it is 
equally possible that many were national- 
ists, either newly registered or newly en- 
thused. If so, Mr Trimble's party may not 
top the league on June 25th. The spoils— 


and the first minister's job—may go to the 
main nationalist party, the Social Demo- 
cratic and Labour Party. 

In any case, the most trying job in the 
assembly may not be first minister, but 
speaker. Keeping order in an assembly con- 
taining both Mr Paisley and republicans 
will be an unenviable task. 
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Charities 


Valuing virtue 


Anew study says a pound given to charity produces £1.40-worth of good work 


T WOULD be nice to be sure, as you drop 
coins into a charity collection-tin, that 
the money will be well spent. But until now 
it has seemed impossible to put a cash 
value on such good works as sheltering the 
homeless. It is hard enough to measure the 
benefits to the homeless themselves; it is 
even harder to value the benefits to society, 
such as the likely fall in crime rates and the 
reassurance felt by the public that vulner- 
able people are getting the help they need. 
But a new study*, said by its authors to 
be the first of its kind, attempts to do just 
that. It concludes that Britain's charities do 
£22 billion-worth ($36 billion-worth) of 
good each year, whereas their costs are put 
at £16 billion. Thus they produce an 


“added value" of almost 40% of their costs. 
Charities serving the homeless, which the 
researchers studied in particular detail, 
added value at a rate of 200%. 

The research was commissioned by the 
Charities Aid Foundation (CAF), a body 
which provides advice and other services to 
charities. The CAF wanted some hard fig- 
ures for the benefits that charities provide— 
especially now, when the government is 
conducting a review of their tax breaks and 
governance. So the CaF turned to a group of 
economists led by David Pearce of Univer- 
sity College London, whose previous work 
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* To be published in “Dimensions of the Voluntary Sec- 
tor", Charities Aid Foundation, June 29th. 
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Money well spent, madam 


involved putting a price on another hard- 
to-value quantity: pollution. 

The way that Mr Pearce and his col- 
leagues value such intangibles is to find out 
how much the public would pay to have 
the air made cleaner, say, or the homeless 
housed. In this study they conducted sur- 
veys in which people were asked to imag- 
ine either that all charities, or particular 
types of charity, were threatened with clo- 
sure; then they were asked how much extra 
tax they would pay to save them. 

Of course, people asked such questions 
tend to exaggerate their willingness to pay 
more tax when they know there is no pros- 
pect of having to do so. To try to minimise 
this effect, the researchers asked the partici- 
pants to think carefully about whether they 
could afford such extra tax; and they asked 
their questions in several different ways, to 
see how consistent the answers were. 

Having measured the value to the pub- 
lic of charities’ work, the researchers then 
added estimates for the benefits to recipi- 
ents (eg, how much homeless people would 
have to pay for shelter of similar quality) 
and other factors, such as donations and 
government subsidies, to produce an over- 
all balance of costs and benefits—and 
hence of value added. That they do seem to 
add significant value will come as a reliefto 
charities: it could well have turned out that 
they added no value or even that their costs 
outweighed their benefits. Charities will be 
able to use the findings to show donors that 
their money goes a long way, and perhaps 
to persuade them to give more. 

As for the charities’ current campaign 
for more government subsidy, the study 
provides some further helpful evidence: it 
found that the value that the public puts on 
charitable works is at least £2.2 billion 
more than it actually donates to charities 
zach year. So, the study says, some people 
ire enjoying a "free ride", receiving a share 
of the benefits of charitable work while not 
saying their full share of its cost. Thus, it 
:ould be argued, people should be made to 
day a fairer share by taxing them and giving 
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the proceeds to charities. 

However, there are several rea- 
sons why the government should 
be cautious before dipping its 
hands in taxpayers’ pockets. First, 
although charities seem to add sig- 
nificant value at current levels of 
funding, there is no guarantee that 
any extra money will produce simi- 
lar amounts of added value. It may 
be that charities’ income and out- 
puts are around their optimal level, 
and that the value added would fall 
as their income, and therefore their 
costs, rose. 

Second, the study does not look 
at whether government agencies or 
private firms could perform good 
works more efficiently than chari- 
ties do. In research comparing care homes 
for the elderly, Laing & Buisson, a health- 
care consultancy, has found that charity- 
run homes are less cost-effective than ones 
run by for-profit firms. Were this true of 
good deeds in general, it might be better for 
the government to hire private contractors 
to care for vulnerable people, instead of 
subsidising charities to do so. 

Another new report argues that to jus- 
tify being given extra cash, charities must 
do more than demonstrate value for 
money: they should also become more ac- 


BRITAIN 
countable to their donors. “What Gets Mea- 
sured Gets Done”, by Guy Strafford of the 
Bow Group, a Conservative Party think- 
tank, argues that the recent decline in dona- 
tions is due, in part, to the public’s inability 
to influence directly what charities do with 
its money. Unlike companies’ sharehold- 
ers, charities’ donors usually have no voting 
rights and no right to attend annual meet- 
ings and question the bosses. 

Mr Strafford says that in addition to 
giving donors such rights, charities might 
also be obliged to publish detailed “perfor- 
mance indicators”, just as local councils do, 
showing what sort of help they gave, to how 
many people, and at what cost. Each chari- 
ty's indicators could then be compared 
with those for previous years and those for 
similar charities. Charities might also be 
forced, like councils, to contract out some 
of their services to private firms if this pro- 
duced better value. 

The government should consider such 
ideas as it reviews the law on charities. But 
of course there is nothing to stop charities 
taking such confidence-building measures 
themselves. Not only might this make the 
public more inclined to generosity, it might 
also help charities to think harder about 
what they are achieving, thus helping them 
to add even more value to society. 








Persecuted Britons 


EDINBURGH 


COMMEMORATION of an un- 

usual coronation will take place in 
the village of Kirk Yetholm, in the Scot- 
tish Borders, on May 30th. In 1898, in 
front of 10,000 spectators, one Charles 
Faa Blythe was crowned king of the Scot- 
tish gypsies. Today, the title is vacant, al- 
though the hereditary claimant, Marga- 
ret Sheel, great granddaughter of Mr 
Blythe and a housewife who lives near 
Edinburgh, has expressed some interest 
in her crown. 

So have the media, which are rather 
more fascinated by this piece ofharmless 
hokum than by the fact that Britain's 
100,000 gypsies, or Romani people as 
some prefer, are the most persecuted of 
all the country's ethnic minorities—even 
though matters are far worse elsewhere 
(see page 40). Or so says Thomas Acton, 
who is due to be installed next month at 
Greenwich University as Britain's first 
professor of Romani studies. 

Mr Acton reckons that there are some 
5,000 gypsy families that want to con- 
tinue their traditional nomadic lifestyle, 
but have nowhere legal to park their car- 
avans. Local councils, bowing to local 
prejudice which brands gypsies as 


thieves and vandals even though aca- 
demic studies and police reports say they 
are not, are reluctant to set up camping 
sites. Thanks to the 1994 Criminal Justice 
Act, which was aimed at stopping illegal 
encampments by “new-age” travellers, 
councils have draconian powers to | 
move gypsies on. 

Moreover, says Willie Reid, a Scottish 
gypsy living in England, it seems to be 
socially acceptable to abuse gypsies in | 
racist terms that would be intolerable to : 
any other ethnic group. In March, about 
150 children were kept at home by par- 
ents when five gypsy infants attended a 
Gloucester primary school. The Glouces- | 
ter Citizen ran a story headlined: 
“Would you let your child go to school 
with gypsies?” 

But those who hound gypsies should 
beware. These days, gypsies have power- 
ful friends. Andrew Blythe, a relative of 
the last “king”, emigrated from Scotland 
to America to escape 19th-century harass- 
ment. A man said to be his great-great- 
great-grandson, William Blythe, died in 
a car crash, but not before fathering a 
son. The lad, when his mother remarried, 
changed his name—to Bill Clinton. 
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Don't mention the war 


Ho very uncool it was of Britannia to be so rude to a guest. 

If the queen wants to bestow the Order of the Garter on the 
emperor of Japan, simple courtesy dictates that she makes the 
occasion a reasonably pleasant one. Yet the state visit to London 
this week of Emperor Akihito was an embarrassment for all con- 
cerned. Japan’s current head of state was a mere 11 years old 
when the second world war ended. Nonetheless, his visit was 
dominated by demonstrations demanding a proper apology— 
and more compensation—for the brutal treatment the Japanese 
meted out to British prisoners of war. On his big day the emper- 
or's carriage-borne progress up the Mall towards Buckingham 
Palace was marred by the protests of the former prisoners. Sad 
old men with brightly polished campaign medals turned their 
backs on the passing visitors, and 
some booed and whistled, in a cal- 
culated gesture of disrespect. 

The emperor did his best to 
make amends. Over supper he al- 
luded to “the deep sorrow and 
pain” he and his empress felt for 
“the many kinds of suffering so 
many people have undergone be- 
cause of that war". On television 
the emperor's official spokesman 
admitted more candidly than his 
government allowed the emperor 
himself that the behaviour of some 
ofJapan's prison-camp guards had 
indeed been "beastly". Needless to 
say, neither of these carefully for- 
mulated apologies was abject 
enough to satisfy the former pris- 
oners of war. These men suffered 
horrible tortures, for which half- 
hearted apologies hold no balm. 
Besides, a stock caricature holds 
that when they really mean it, the 
Japanese can make a meal out of 
saying they are sorry. Don't Japa- 
nese bosses whose businesses fail 
apologise sobbingly in public be- 
fore going on to jump off high 
buildings or do something ghastly 
to themselves on camera? 

Of course they don't. Or, at least, hardly ever. But the 
dispiriting thing about this week's debacle in London is that the 
emperor's visit breathed new life into many such national cari- 
catures on both sides. 

For obvious reasons of language and distance, the people of 
Japan and Britain do not often loom large in each other's imagi- 
nations. On the rare occasions when they are forced to think 
about one another, they can usually dredge up a handful of ste- 
reotypes. For the most part, these are fairly benign. Most Britons, 
especially the young, probably think of Japan in terms of 
karaoke, consumer electronics and well-run car factories. When 
they think of Britain, young Japanese associate it with funky mu- 
sic and (especially among those who have not visited) a certain 
sense of style and tradition. You have to scrape a bit to reveal 
some older prejudices: the British conviction that the Japanese 
are capable of unusual cruelty and the Japanese conviction that 
the British are intolerably self-righteous about their own history 
of conquest and colonisation in Asia. 
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If state visits have any purpose at all, it is presumably to im- 
prove relations between peoples. Having contrived to produce 
exactly the opposite result, this visit must therefore be counted a 
foreign-policy failureon both sides, for which both governments 
must share a part ofthe blame. In an article published under his 
name in the Sun, Tony Blair called Emperor Akihito's visit "a 
vital step on the road to peace". But the relationship between 
Britain and Japan was not obviously broken and did not need 
fixing. Had it needed fixing, a state visit was almost certainly not 
the way to do so. When they are not controversial, such visits are 
simply ignored. All this visit did was to give some of the former 
prisoners of war a platform from which to publicise their special 
grievance, reopen old wounds and so scrape away the relatively | 
benign views each country gener- 
ally holds about the other to reveal 
the older and less benign ones be- 
low. If they really wanted to do 
something to pacify the former 
prisoners, it would be open to 
both governments—but not to 
their respective monarchs—to re- 
negotiate the miserly settlement of 
claims reached by their predeces- 
sors in the 1950s. 

Apart from being badly con- 
ceived, the visit was unlucky in its 
timing. As it happened, precious 
little else was going on this week in 
Britain. The inevitable conse- 
quence was that the country's 
newspapers, and especially its tab- 
loids, were awash every day with 
page upon page of gruesome sto- 
ries about the suffering of the Brit- 
ish prisoners at Japanese hands. 
The very day after Mr Blair's article 
appeared in it, the Sun’s front-page 
splash asked *How can we ever 
forget?" "The Japanese beheaded 
my mates," proclaimed the head- 
line on page two. And so on: the 
largely dignified protests of a 
small group of unhappy war veter- 
ans were hijacked and turned into 
a familiar orgy of British war nostalgia. 

It would be nice to believe that a lot of Britons were made 
uncomfortable by the emotions on display this week. They can 
console themselves with the thought that much of the froth was 
whipped up by a temporarily under-employed newspaper in- 
dustry that will move on swiftly to the next target. But that din- 
ner party from hell deserves to linger a while in the memory. The 
British queen stares miserably into her soufflé glacé while the 
Japanese emperor recites dutifully the speech containing the 
limited apology authorised by his masters in Tokyo. She and he 
both know that they are acting out parts in a drama of national 
emblems that is likelier to inflame old hurts than to soothe them. 
For the Japanese this is a familiar difficulty: countries much 
closer to home continue to call it to account for its war guilt. But 
Britain has its hang-ups too. The war, the queen and the tabloids: 
for all the “modernisation” of which Mr Blairs government is 
especially proud, a vicious triangle at the heart of British na- 
tional life remains capable of unexpected mischief. 
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BUSINESS 


Which way to capitalism? 


CHENNAI, DELHI AND MUMBAI 


Indian business has consistently failed to live up to expectations. But at last 
progress is coming—and from some unexpected quarters 


c6 E SEE India, with the intellectual 

capability of its people, as the 
most cost-competitive country in the whole 
army of global business.” High praise in- 
deed, coming from Jack Welch, boss of 
America’s General Electric and not nor- 
mally noted for flattery. So bullish has Mr 
Welch been about the country’s future that 
he has ranked it, along with China and 
Mexico, as one of the world’s top three 
growth markets for his company. 

Itis an astonishing claim. By most mea- 
sures, Indias economy is a disappoint- 
ment. The country receives a paltry $3 bil- 
lion a year in foreign direct investment, 
only a fraction of the money going into 
China and Mexico (see chart). Even so, Cas- 
pian, a British stockbroker, reckons that ex- 
cess capacity in, for example, the automo- 
tive sector amounts to 33% this year, and in 
petrochemicals nearly 40%. Under such 
conditions many Indian firms are losing 
money. The past fiscal year was the worst in 
a decade in terms of both sales growth and 
post-tax profits. Even Mr Welch is not do- 
ing well: analysts say none of GE's busi- 
nesses in India is making money. 

And this despite India’s many advan- 
tages over its neighbours. Whereas China, 
say, has to build much of its capitalist appa- 
ratus, India has a strong, English-speaking 
middle class and a British legal system and 
civil service. Given that the country is still 
in such a sorry state five years after liberal- 
isation began, no wonder some old India 
hands conclude that it may take years or 
even decades to become something resem- 
bling a modern, competitive economy. 

This view may be too pessimistic, how- 
ever—unless the Indian government bun- 
gles next week's crucial budget by, say, tak- 
ing a protectionist turn. Although lib- 
eralisation has so far been partial, it has 
unleashed three forces that are at last begin- 
ning to reshape the economy. One is the 
pressure on firms to put their capital to effi- 
cient use. Another is the emergence of new 
entrepreneurs, from both the lower social 
classes and rural areas. And the third, and 
most powerful, force for change is the atti- 
tude of India's consumers who have al- 
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ready started to benefit from liberalisation 
and who will continue to reward those who 
break some of the old business taboos. 
Before the reforms of 1991-93, capital 
was allocated by patronage rather than 


Not so hot 
FDI inflows, $bn 





markets. But these days bank lenders tend 
to judge projects on more conventional fi- 
nancial grounds, and larger Indian firms 
are tapping international capital markets. 
This is a potent force for change, because 
capital is scarce in India and its firms are 
unusually dependent on outside money. 

Another stimulus is a new sort of entre- 
preneur that is popping up all over India. 
Some of the new firms are big, with annual 
sales of $500m or more. Many have 
risen in sectors like information 
technology, which the government 
does not understand well enough to 
regulate (and stifle). Infosys, a well- 
managed software firm in Banga- 
lore, hopes soon to set a new stan- 
dard for Indian firms by making its 
shares available to domestic Ameri- 
can investors. In Chennai, Prathap 
Reddy has expanded Apollo Hospi- 
tals into an international, for-profit 
chain with a turnover of 1.6 billion 
rupees ($45m) in 1996; if next week's 
budget allows, he will form India's 
first American-style health-mainte- 
nance organisation. 

Smaller firms too are soaring. 
Anupam Puri of McKinsey reports 
that hundreds of firms with sales of 
perhaps $100m have also emerged 
in such businesses as car parts and 
plastic mouldings. Venture capital- 
ists, themselves new on the scene, say 
entrepreneurs are now willing even 
to pay taxes and keep accounts in or- 
der to receive credits for expansion. 
They point out that unlike the sons 
of big business clans, newcomers did 
not inherit their fortunes nor did 
their rise owe much to government help. 

Sunil Mittal has made Delhi's Bharti 
Enterprises a shining example of entrepre- 
neurial success: he was the first to bring 
portable generators into India, and pro- 
ceeded to import the country's first push- 
button telephones. He parlayed the pro- 
ceeds into a telecommunications empire 
with annual sales of over 5 billion rupees, 
still growing by 40-50% a year. In 20 years 
such rising stars, young and from all social 
classes, stand to replace half the names on 
today’s list of India’s top 100 firms. 

Liberalisation has had a similar, if less 
trumpeted, effect in the countryside, where 
three-quarters of Indians still live. Make no 
mistake, poverty in India remains extreme 
for hundreds of millions of people—but ag- 
ricultural output is rising and prices for 
manufactured goods are falling. You can 
find farmers from Tamil Nadu in the south 
to Punjab in the north-west who control 
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tracts of land as large as 20,000 acres; they 
are versed not only in crop rotation, but 
business as well. Many are using profits 
from farming to diversify into such busi- 
nesses as logistics, purchasing fleets of lor- 
ries with help from new car-finance firms. 

Titoo Ahluwalia of Org-Marg, a research 
firm in Mumbai, confirms that purchasing 
power is on the rise in long-neglected rural 
and semi-rural areas. The world’s largest 
stash of gold is found among rural Indians, 
for whom the metal is about the only way to 
save. Sales of soap by the local arm of Uni- 
lever, an Anglo-Dutch firm, are growing 
twice as rapidly in the countryside as in the 
cities; Benetton, an Italian clothing firm, 
has 80 showrooms in India and says 75% of 
its expansion will be in small towns. 


If in doubt, deny it 


Confronted by these new pressures, some 
of the grand names of Indian business are 
in denial. Rahul Bajaj, who makes cheap 
two- and three-wheelers, has failed to up- 
grade his factories to world standards. He is 
now unashamedly clamouring for protec- 
tion through higher tariffs in next week's 
budget. Analysts say other families have 
been quietly milking their dud firms until 
they go bust. By one Swiss banker's reckon- 
ing, Indian firms have $100 billion to $200 
billion overseas, much of it dispatched 
since liberalisation. And still other firms 
have simply prayed that a recovery in de- 
mand will see them through. 

But the good news for India, according 
to Anand Aithal of Goldman Sachs, an 
American investment bank, is that more 
firms are at last accepting the need to 
change. Some of the families that still dom- 
inate Indian industry have started to slash 
capacity and sell unprofitable businesses. 
The Tatas, for example, are considering 
shedding many of their 80-odd disparate 
units. M.V. Subbiah, the dynamic head of 
Chennais Murugappa group, has also 
started slimming. The result has been à 
wave of mergers and acquisitions and In- 
dia's first hostile takeovers, including India 
Cements' recent bid for a rival, Raasi. With 
perhaps $100m in deals so far, the trend is 
paltry by world standards—but still a prod 
in the side for India's sleeping giants. 

The changes in rural India are the best 
reason to hope that liberalisation will forge 
ahead: consumers have been the biggest 
winners of the reforms. Where many Indi- 
ans had to put up with one boxy, uncom- 
fortable car—the Ambassador, the spitting 
image of a 1950s Morris Oxford—they now 
choose from a dozen modern models. 
Once, a shoddy colour television cost 
$1,400; now, one of good quality costs less 
than $500. Will India's consumers, when 
they put on their hats as voters, really let 
lazy industrialists or cowardly politicians 
drag them back to the bad old days? 
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German television 
Karel's service 


BRUSSELS 


UROPE'S biggest television market, Ger- 

many, has been thrown into confusion 
by the European Commission's veto on 
May 27th of an alliance involving two Ger- 
man media giants, Bertelsmann and the 
Kirch group, plus Deutsche Telekom. The 
companies had wanted to create a new dig- 
ital pay-rv venture by merging Premiere, a 
pay-Tv operation jointly controlled by 
Kirch and crr-Ufa, a Luxembourg-based 
firm 49%-owned by Bertelsmann, with 
Kirch's own DF-1 pay-tv channel. Deutsche 
Telekom, which is the biggest cable-rv op- 
erator in Germany, was to have joined the 
two media groups as part-owner of the nec- 
essary set-top decoders. 

Karel Van Miert, the EU's competition 
commissioner, had all along declared that 
the commission was ready to block the 
merger plan because it would create a mo- 
nopoly in German digital-rv, which new- 
comers would be unable to challenge 
thanks to the three firms’ control of the set- 
top box. The commission had blocked a 
previous joint proposal in 1994; last year, 
pending its decision on the merger, it 
stopped the firms from distributing the de- 
coders. Yet Bertelsmann and Kirch still 
seem to have believed that political pres- 
sure might save the deal. 

The German government became in- 
volved—Chancellor Helmut Kohl, a friend 
of Leo Kirch’s, even warned the commis- 
sion that a veto would spell war. And 
through crT-Ufa, a big employer in Luxem- 
bourg, Bertelsmann also lobbied Jacques 
Santer, the Luxembourger who is the com- 
mission's president. Rumours spread that 
his fellow commissioners might outvote 





Kirch in a corner 


MrVan Miert, arguing that to block the deal 
would hold back Europe's nascent digital- 
TV industry, making it even more vulner- 
able to Rupert Murdoch and Hollywood. 

All to no avail. The ruling, Mr Van Miert 
emphasises, was unanimously approved 
by the 20-strong commission. Only further 
big concessions over the ownership of the 
set-top technology or of Kirch's extensive 
film rights could have won the commis- 
sion's approval. At the last minute, accord- 
ing to Mr Van Miert, both Kirch and Deut- 
sche Telekom seemed ready to make 
concessions. But Bertelsmann refused, ar- 
guing the terms would make the new ven- 
ture unprofitable. “We would have to sub- 
sidise our competition,” complained Mich- 
ael Dornemann, the head of Bertelsmann 
entertainments. “That is asking too much.” 

The result is something of a triumph for 
Mr Van Miert, who has again shown, as he 
did last year over the merger between 
Boeing and McDonnell Douglas, that the 
commission is a competition authority not 
easily intimidated by politicians. But it 
leaves Germany's pay-rv market in disar- 
ray. After the decision, Kirch said it would 
close pF, which has failed to catch on in 
Germany and is losing money—leaving the 
profitable Premiere alone in the market 
(this may explain why Bertelsmann, its 
part-owner, was ready to let the deal die). 
Mr Van Miert is unruffled: the important 
thing, he says, is not to prevent transient 
monopolies from being created, but to en- 
sure that the future market is genuinely 
open to newcomers. 

What next? Mr Van Miert says he ex- 
pects to see new proposals from Germany 
within the next 12 months. No doubt 
Bertelsmann and Deutsche Telekom are 
ready to try again. Through Premiere, 
Bertelsmann still has access to Kirch's 
movie and sports programmes, including 
gems like the World Cup in 2002 and 2006. 
However, Mr Dornemann says Bert- 
elsmann will scale back the DM3 billion 
($1.7 billion) investment planned in digital 
TV over the next three years. 

The bigger question is over Kirch. Hav- 
ing invested DM1.5 billion in the joint ven- 
ture—a third more than the much larger 
Bertelsmann—and paid a fortune for rights 
to what is Europe's biggest catalogue of 
sports and movies, Kirch is perilously short 
of cash. As well as facing a pile of debt, the 
group is labouring under a tax investiga- 
tion. Closing down pra may not be much 
help. Kirch has spent a lot building up its 
programming for DF-1 on the assumption 
that it could recoup the investment in sub- 
scriptions that were never taken out. 

The venture was designed to overcome 
that problem. Now that it has been rejected, 
Kirch is left with a 25% stake in Premiere, 
Germany's only pay-rv group apart from 
DF-1. But Premiere is chiefly an analogue 
station and numbers only 1.6m of Germa- 
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A farm would never become a reality 
for this family without the irrigation system; 


the irrigation system would never become a reality 
without electricity; 


electricity might never become a reality 
if not for the engineers of ABB. 








When electric current begins flowing into the coastal region 
of northern Peru, some of the local people may think it's nothing short of a miracle 
Perhaps they won t be far wrong. 

The Peruvian Energy Commission had been trying to bring power 

to this remote region for a long time. And they knew all too well the myriad problems 

inherent in a project of this magnitude. 
Fortunately, the local firm heading the project, Aguaytia Energia del Peru SRL, 
found a company that could help provide an ingenious solution 
to this energy challenge: ABB. 
It's a solution that will utilize natural gas located east of the Andes 
The gas will be pumped from the fields, processed,then piped to a 155 megawatt power plant 
Electricity from the plant will then be sent via a 400 kilometre power 
transmission line across the Andes to the coast, thereby supplying the area with the 
much needed energy from Peruvian resources 
It's the kind of solution only a team of dedicated individuals 
with multi-cultural perspectives, multi-disciplinary expertise and global 
and local orientation working together could create. 
And, if for one particular group of Peruvian farmers, 


ABB's ingenious engineering qualifies as a miracle, that's OK with us 





INGENUITY AT WORK 











Visit the ABB World Wide Web site at http://www.abb.com 
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ny’s 33m TV viewers among its subscribers. 
Without Bertelsmann’s cash or control of a 
pay-TV station, Kirch’s prospects look dull. 
Kirch could sell its rights, but there are few 
ikely bidders apart from Premiere. It will 
ilso be hard to renegotiate contracts with 
he Hollywood studios. Mr Van Miert may 
1ave succeeded, where many critics of Leo 
Kirch have failed, in thoroughly undermin- 
ng the German media mogul's empire. 





Malaysia's car industry 
Proton bomb 


:UALA LUMPUR 


F ONLY there were more car dealers like 
Toh Choon Lye. Wander into his show- 
‘oom in Kuala Lumpur and you can kick 
he tyres of all the Proton saloons you want, 
without a pushy salesman dogging your ev- 
'ry step. Prices are good and the supply of 
:ars is plentiful. All is well—except for Mr 
l'oh. A year ago he was selling a hundred 
‘ars a week. Now he can go a month with- 
jut a single deal. His salesmen's lack of 
ittentiveness is not some shrewd new sell- 
ng technique: it's just that they long since 
fave up hope of finding a paying customer. 
The dearth of buyers is not Proton's 
ault—who in Asia can afford a new car in 
hese difficult times? But it is a disaster for 
he enterprise all the same. Started 15 years 
igo, Proton was the first of South-East Asia's 
national cars", which were meant to help 
ountries shift from cheap labour and com- 
nodities to sophisticated manufacturing 
ind high-value products. In Malaysia, as in 
xXher countries, they did this with a com- 
ination of government money, import 
ariffs high enough to price most foreign 
ars out of the market, and help from a big 
sartner, in this case Japan's Mitsubishi. 

In recent years, however, Proton had 
yromised to stand on its own two feet. The 
roject was bolstered by Malaysia's being 
he strongest car market in the region. (Ma- 
aysians buy twice as many cars per head as 
'hais, and around ten times as many as In- 
lonesians and Filipinos.) Proton was even 
ontending to become a global car maker 
n its own right. 

This time last year the company was do- 
ng very well. One of Malaysia's richest ty- 
oons, Yahaya Ahmad, had bought most of 
he government's controlling interest in 
ticom, the conglomerate that owns the car 
naker. He cut costs, and to goad Mitsubishi 
nto transferring more technology to Pro- 
on bought Britain’s Lotus and formed a 
Jint venture with PsA Peugeot-Citroen to 
nake a car in Malaysia based on one of the 
rench car maker's designs. And he broke 
round for a second Proton factory that 
rould treble production to 500,000 cars by 
000. At that scale, Proton seemed to stand 
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HE story goes that a Texan oilman 

once objected to Kerry Packers 
intimidating presence at a Las Vegas ca- 
sino. Mr Packer, a huge Australian, took 
no notice until the Texan poked a finger 
at him and said, "Don't you know who I 
am?" Mr Packer regarded the oilman 
with a cocked eyebrow, and asked him 
how much he was worth. "About 
$300m," the man replied. "Right," said 
Mr Packer, "let's toss a coin for it." 

In a nation of punters, Mr Packer's 
gambling is legendary. But one prize has 
so far eluded him: John Fairfax Hold- 
ings, which ranks alongside Rupert Mur- 
doch's News Corp as Australia's most in- 
fluential newspaper publisher. Fairfax is 
off-limits because Australia's law pre- 
vents someone owning a 
television network—and 
in Channel Nine Mr Pack- 
er controls Australia's 
most-watched—from run- 
ning newspapers in the 
same city. 

But Mr Packer is not 
easily deterred. Earlier 
this month, Brian Powers, 
his most trusted adviser, 
resigned as chief execu- 
tive of the holding com- 
pany at the centre of the 
Packer family empire, 
Consolidated Press Hold- 
ings. Unencumbered by 
links with the tycoon, Mr 
Powers signed onto the 
board of Fairfax only 
hours later. 

Nobody is accusing Mr Powers of 
breaking the letter of the law. He owes his 
directorship at Fairfax to institutional 
investors who are fed up with the news- 
paper publisher's disappointing perfor- 
mance. Fairfax has spent a lot of money 
expanding its newspapers, but has little 
to show for it. Despite a redesign, the Age, 
its Melbourne paper, has lost circulation 
because of a price-war with the Austra- 
lian, which belongs to Mr Murdoch. 

Even so, Mr Powers's transfer to Fair- 
fax is hardly in keeping with the law's 
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Poker-faced Packer 
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spirit. Even before Mr Powers joined his 
new employer, 14.9% of it belonged to 
Mr Packer (the maximum allowed under 
the law). This stake is being reduced as 
Mr Packer sells some of his interest—to 
none other than Mr Powers. The Austra- 
lian Broadcasting Authority, which over- 
sees the media laws, is investigating. 

It had better be quick: Mr Powers 
joins at least two other directors sympa- 
thetic to Mr Packer. What is more, 
Brierley Investments of New Zealand is 
keen to raise money. If it sold its 24% 
stake, most of which it bought in 1996 
from Canada's Conrad Black, two more 
board seats, including the chairman's, 
would be up for grabs. 

Investors welcomed Mr Powers's ap- 
pointment. Seen as a 
tough nut on costs, he will 
be looking closely at why 
Fairfax's non-paper costs 
have risen by around 11%, 
far more rapidly than in- 
flation. However, there 
are already signs that Fair- 
fax’s board is divided. 
Only days after Mr Pow- 
erss appointment, the 
chief executive, Bob Mus- | 
cat, sacked John Alex- | 
ander, one of the compa- 
ny's most prominent and 
powerful editorial execu- 
tives and editor-in-chief | 
and publisher of the Syd- 
ney Morning Herald, 
Fairfax's most prestigious 
title. The charitable inter- 
pretation is that Mr Alexander was an 
obstacle to driving down editorial costs. 
But it has surely not escaped Mr Muscat's 
notice that Mr Alexander is also a good | 
friend of Mr Powers. 

Mr Powers's exit from the Packer | 
companies has opened the door for Mr | 
Packers 30-year-old son, James, to take 
over as chief executive of the empire. 
With the succession sorted out, there re- 
mains only one thing for Mr Packer to 
do. And that is making a few at Fairfax a 
little nervous. 
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a chance of holding its own against the 
multinational car makers when Malaysia 
opens its domestic car market in 2003. 

The results were already starting to 
show. Proton had half of the fast-growing 
Malaysian market, thanks both to import 
tariffs (as high as 350% for a Mercedes) that 
made the Proton cars by far the cheapest in 
their class, and loans so generous that a 


buyer could pay as little as 10% of the price 
ofthe car up front and the rest over as much 
as ten years. The firm’s export market was 
growing quickly, too: in recent years sales 
in Europe and Australia have been nearly 
doubling annually; 110,000 Protons are al- 
ready on the road in Britain. 

Then it all went wrong. In March last 
year Mr Yahaya was killed in a helicopter 
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crash. Saleh Sulong, Hicom's managing di- 
rector, stepped in, but only until Mr Yaha- 
ya's daughter, who now sits on the board, is 
ready to take on her father's role. Mr Saleh 
did not have much of a honeymoon. 

In August the region's economic tsu- 
nami hit Malaysia, flattening Proton in two 
waves. The first struck when the govern- 
ment capped banks' lending at a level of 
15% above the previous year. Since most 
banks had already exceeded that, they 
halted all non-essential lending immedi- 
ately, bringing car loans—and sales—to a 
screeching halt. The government relaxed 
the rule in January, but by then economic 
gloom had settled over Malaysia, and any- 
one with cash to spare was holding it as 
tightly as they could. 

Despite official optimism, the Malay- 
sian economy has lurched from bad to 
worse (see page 75). Proton sold only 5,500 
cars in April in Malaysia, half the sales of a 
year before, and even that was an improve- 
ment on a dreadful March (see chart). For- 
eign sales are still on the rise, but Proton 
makes little or no profit on each car it ex- 
ports. When the domestic market was 
healthy, that did not matter to Proton. 
However, Merrill Lynch, an investment 
bank, reckons that total domestic car sales 
will fall by three-quarters this year, and Pro- 
ton, as the dominant supplier, will feel 
most of the pain. (Spare a thought for the 
foreign firms in Malaysia, too: Ford sold all 
of eight cars in March.) Imported parts ac- 
count for about one-third of the cost of Pro- 
ton's cars, which dampens any advantage 
that the firm derives from the 40% devalua- 
tion of the Malaysian ringgit. 

Proton is saddled with the responsibil- 
ities that go with being a national cham- 
pion. In good times, government protec- 
tion means high margins and healthy 
profits. In bad times, however, that status 
carries the implicit obligation not to sack 
workers. Proton has switched from double 
to single shifts, cut overtime and pay rises, 
and started doing work in-house that used 
to be done by contractors. Things will have 
to get a lot worse before Proton will con- 
sider layoffs or closing a factory. 
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Instead the firm has halted work on 
building a new one. Its second factory (part 
of a grandiose "Proton City") had reached 
only the ground-clearing stage, so it was 
easy to stop in December. For the moment, 
this has left the company with much- 
needed cash: more than 1.5 billion ringgit 
($388m) which was earmarked to pay for 
the factory, but will instead now help Pro- 
ton survive its economic difficulties. 

But as much as postponing the factory 
could save Proton's present, it is mortgag- 
ing its future. At the moment Proton plans 
to delay the factory for up to three years. If 
so, it will probably not start full production 
until 2003, the very year when Malaysia, 
pressured by the World Trade Organisa- 
tion, plans to drop its tariffs on foreign- 
made cars. 

According to the original timetable, 
Proton would have had three years to ramp 
up the new factory before the market 
opened. Its scale alone would cut costs by 
about 15%, says Mr Saleh. With automation, 
fewer imported parts and other efficien- 
cies, he had hoped to cut about a third off 
the cost of making a Proton, enough to 
make the car competitive with Japanese 
and Korean manufacturers. 

With delays to the factory, Proton will 
have a year or less to prepare for the open- 





ing of the Malaysian market. But Mr Salet 
may find a way out of his bind—by coaxing 
the government to move the date by some 
years. "The 2003 date was decided in a time 
of clear skies," muses Mr Saleh, before rais 
ing the possibility that change may indeec 
be delayed. Despite the region's crisis 
driven rush to reform, too much hastt 
would simply not be Malaysian. 





Rare diseases 


Safety in numbers 
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Fate has been cruel to Euro 


with rare diseases and the small bioteck 


firms that might help treat them. Now both see a glimmer of hope 


O LY about 1,000 people in Europe 
have homocystinuria, a genetic disor- 
der that causes mental retardation, weak- 
ening of bones and deadly blood clots. The 
rarity of their illness is matched by a scar- 
city of drugs to treat it. Large pharmaceuti- 
cal firms are not much interested in design- 
ing products for such small markets. 

But in America sufferers treat homo- 
cystinuria with Cystadane, a drug pro- 
duced by Orphan Medical, based in Min- 
netonka, Minnesota. America, along with 
Japan, Singapore and Australia, has created 
incentives for companies to find new treat- 
ments for rare diseases. In America a com- 
bination of research grants, tax credits and 
the promise of a seven-year monopoly has 
prompted 89 companies to bring almost 
170 such “orphan drugs" to market in the 
past 15 years (see chart on next page). 

Now the European Union wants its 
own orphan-drug rules. At the moment, the 
European Medicines Evaluation Agency 
(EMEA)—counterpart to America's Food 
and Drug Administration—can waive its 
fees for orphan drugs if it chooses. These 


fees, roughly 200,000 ecu ($222,000), an 
enough to prevent some small firms fron 
bringing orphan drugs to Europe, accord 
ing to Carol Young of Eurordis, a pan-Euro 
pean patients pressure-group. However 
the new drugs receive no systematic hel 
and in April the EMEA’s programme rar 
out of money. 

Equally, without the assurance of a mar 
ket monopoly, foreign firms are fearful o 
testing or selling their new drugs in the EU 
They want protection from those generic 
drug firms tempted to copy their products 
which may lack European patents. 

Legislation is expected to double the 
number of drugs now available to trea 
5,000 rare diseases affecting 10m Europe 
ans. But new rules would help Europe’ 
drug firms as well as its patients. Erik Tam 
buyzer of Genzyme, an American biotect 
firm that makes a treatment for bone-wast 
ing, nerve-damaging Gauchers disease 
says that the absence of orphan-drug law: 
in Europe is discouraging R&D there. Las 
year, none of the three drugs for rare dis 
eases approved by the EMEA was developec 
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in the EU. It is not for want of talent: Eu- 
rope's drug industry otherwise accounts for 
40% of medicines developed worldwide. 

Big drug companies take little interest 
in rare diseases (those that affect fewer than 
one in 2,000 people). Although they have 
enormous research capacity, such firms 
also have huge overheads. They would 
rather focus on a few blockbuster condi- 
tions such as hepatitis-c, which infects 3% 
of the world’s population, or male impo- 
tence, seemingly an epidemic in America. 
These are markets where annual sales of a 
drug can reach at least $1 billion. 

However, even a rare condition can at- 
tract a biotech firm, which may have few 
other products in its pipeline. Orphan- 
drug status, for example, can help a biotech 
firm raise capital on the strength of its latest 
product. In 1995, PathoGenesis listed on 
Nasdaq, an exchange specialising in tech- 
nological firms: it was ready to develop 
TOBI, a version of the antibiotic tobra- 
mycin, designed to treat fatal lung infec- 
tions in patients with cystic fibrosis. The 
guarantee of an exclusive market helped 
the firm raise $30m, reassuring investors at 
a time when TOBI was patentless. TOBI 
went on sale in January and is expected to 
make more than $50m in its first year, treat- 
ing 18,000 patients. “PathoGenesis would 
not be here without orphan-drug legisla- 
tion,” maintains Bruce Montgomery, head 
of R&D at the Seattle-based firm. 

A few orphans do their parent compa- 
nies more than proud. Recombinant eryth- 
ropoietin, a genetically engineered protein 
used to boost the count of red blood cells, 
began as an orphan drug for terminal kid- 
ney disease. But it has proved useful for 
commoner ailments, such as the side-ef- 
fects of cancer chemotherapy, and now 
earns its developer, Amgen, an American 
biotech firm, more than $1 billion a year. 
One of the cornerstones of A1DS treatment, 
AZT, began as an orphan drug for what was 
then an obscure disease of the immune sys- 
tem. More than a decade later, the drug is 
used by 1.5m sufferers, according to its 
manufacturer, Glaxo Wellcome. 

And as Genzyme’s Mr Tambuyzer 
notes, rare diseases become less rare once a 






1983 84 85 86 87 88 89 90 91 92 93 94 95 96 97 
Source: Office of Orphan Products Development 
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drug is on the market. Many ailments go 
undiagnosed, simply because they are so 
obscure that most doctors do not look out 
for them. Having a drug on the market 
raises awareness among doctors and pa- 
tients, and boosts sales. 

Without orphan-drug privileges at 
home, the richer European firms head to 
America to get them. Pharming, a Dutch 
biotechnology firm, recently began clinical 
trials for alpha-glucosidase, a product de- 
signed to treat Pompe’s disease, a metabolic 
disorder causing fatal degeneration of 
muscle. According to Rein Strijker, the com- 
pany’s director of orphan-drug develop- 
ment, the promise of an exclusive market 
in America justified the costly and complex 
business of making the product (which is 
harvested from the milk of genetically engi- 


BUSINESS 


neered rabbits) But opening for business in 
America is expensive and only the wealthi- 
est European companies can afford it. 

Europe’s proposed legislation, mod- 
elled on America’s, is supported by the drug 
industry and patients. Companies seem 
satisfied with the promise of a ten-year 
marketing monopoly and exemption from 
administrative fees to the EMEA. Patients 
are pleased to be offered a seat on the EMEA 
committee that will decide which drugs 
qualify for orphan privileges—the first time 
the European Commission has given pa- 
tients an official role on drug issues. 

The only obstacle now is money. Patrick 
Deboyser, head of pharmaceuticals at the 
commission and chief architect of the legis- 
lation, says the plan needs another 2m ecu 
a year to boost the EMEA's resources. He is 
trying to convince the commission's bud- 
get keepers to come up with the extra 
money for orphan drugs and hopes for a 
compromise by June, in which case the leg- 
islation can pass to the European Parlia- 
ment for approval, and be adopted by 
member states in 2000. 

Its progress is being closely watched. 
Until recently, patient power has mattered 
little in Europe. But an alliance of 100 rare- 
disease support groups from 12 European 
countries has coalesced around orphan- 
drug legislation to form Eurordis. Fed up 
with waiting for a treatment, the group is 
now threatening public protests if there are 
still more delays. 


Who will sell the sellers? 


| 

DVERTISING agencies are trusted to 

sell the world’s most precious 

brands, but can they practise what they 
preach? A handful of small agencies 
| think they can, and are selling, under 
their own name, everything from micro- 
brewed beer to children’s books. 

Work, a small creative agency based 
in Richmond, Virginia, is launching a 
range of own-label “rough n’ tough" 
products, including an earthy beer li- 
cenced from a local microbrewer, and a 
collection of rugged boots, shirts and 
jeans bearing metal 1D tags, all pegged to 
nostalgia for “honest labour". Cabell 
Harris, Work’s founder, says that as long 
as the product is decent, the marketing 
and brand building are what really mat- 
ter. As an agency, Work is stuffed with 
creative people who know about design, 
packaging and publicity. How much 
they know about honest labour is an- 
other matter. 

Work is not alone. Another agency, 
Working Class, is using its fashionable 
Manhattan address to sell a wide range 














of quirky own-label products, including 
hand-made clogs, jackets and jewellery, 


as well as cookery books by its most fam- | 


ous advertising client, Martha Stewart, a 
diva of American domesticity. The Ad 
Store, also New York-based, has stopped 
short of retailing non-advertising prod- 
ucts, but is selling its own billing and ad- 
tracking software system to other agen- 
cies. Founder Paul Cappelli says the 
venture gives him an insight into what 
managing a brand is really like. 

Is any of this going to lead to big new 
retail brands? Not a chance. Advertising 
agencies lack the management, distribu- 
tion or financial discipline of proper re- 
tailers. Indeed, David Aaker, a branding 
and marketing professor at the Univer- 
sity of California at Berkeley, warns that 
success would only bring agencies into 
conflict with their clients. But the cre- 
ative types can dream, can’t they? Ad- 
men have plotted to rule the world be- 
fore. It is only a decade since the once- 
mighty Saatchi brothers tried to buy 
Britain’s Midland Bank. 
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Perky people 


The overseas expansion of Starbucks, says Howard Behar, its international president, 
depends on the quality of its front-line employees—and, to some extent, its coffee 


T IS surprising to find a serene man like 
Howard Behar in a double-espresso 
job. As president of Starbucks Coffee Inter- 
national, the overseas arm of the Seattle- 
based chain, he has sustained a frenetic 
pace over the past few months. In April his 
firm acquired the confusingly named Se- 
attle Coffee Company—a London-based 
chain with 60 stores in Britain—gaining 
its first foothold in Europe. In the past 
month he has signed deals that will take 
Starbucks into Malaysia and New Zea- 
land, and has overseen new branch open- 
ings in Japan and Singapore. Meanwhile 
he has shuttled back and forth to his home 
in Seattle, a speech at Stanford business 
school and his son’s wedding in Chicago. 
Yet Mr Behar does not seem at all fraz- 
zled as he talks about his work, combining 
a decaffeinated demeanor with generous 
spoonfuls of sweet sentiment. His primary goal is to improve 
people’s lives, he declares, and Starbucks—the world’s biggest 
chain of coffee shops, with some 1,600 branches—is helping him 
to do so. First, there are the customers, who can walk into any 
Starbucks outlet and buy a great cup of coffee, delivered with a 
smile. Then there are the employees, who not only earn some 
money, but also have a chance to feel as good about serving cus- 
tomers as he does. To the man who is leading Starbucks abroad, 
therefore, Asia is a place where many different kinds of people 
share the same goal: “to be treated with dignity”. 
What is one to make ofall this? Despite its name, this column 


| isinclined to take wholesome claims at a heavy discount. And in 


this case scepticism is no doubt warranted. For a start, there is 
the question of whether anyone’s dignity is enhanced by the ex- 
change of $2 for a cup of coffee. Nor, for that matter, is it easy to 
overlook Mr Behar's stock options and new Mercedes. And an 
opponent seeking to take a cheap shot would in all likelihood 
point out that, before he joined Starbucks, Mr Behar used to sell 
time-share property. 

To harp on about such things, however, would be unfair. For 
one thing, there is no particular reason to doubt Mr Behar’s in- 
tegrity. He really seems to mean it when he says that his family 
has taught him his most important les- 
sons about management. Moreover, ex- 
ecutives such as Mr Behar are nothing 
rare. Few talk as plainly, but many share 
his belief that some of the things employ- 
ees and customers care about are missed 
by the accounts. 

Mr Behar is undoubtedly right about 
two crucial points. Customers like being 
treated well; and employees, if they have 
to work anyway, would rather work in a 
pleasant environment doing something 
with a purpose. Ideally, this has two ad- 
vantages. First, if workers treat customers 
well, there is a better chance that they 
will come back, thereby boosting reve- 
nues. Second, if employees have the 
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A heady brew 


Share prices, Jan 1st 1995=100 





“tools” with which to serve those custom- 
ers, they will receive more smiles and 
fewer insults, and firms will again bene- 
fit-through better applicants, lower la- 
bour turnover, or even lower wages. 


The daily grind 

For Starbucks, which has a prominent 
brand and a flexible workforce, such 
things matter. The firm goes out of its way 
to buy high-quality coffee beans, and has 
invested in ways to make better coffee. But 
it is hard to charge a premium for coffee if 
customers can pay less for the same 
amount of caffeine and comfort just 
down the street. Similarly, to compete on 
costs Starbucks needs a flexible workforce. | 
With low wages and every danger of staff 
being poorly motivated, it is hard for such 
firms to cultivate customer-friendliness. 

As a result, Starbucks' core North American business, which 
Mr Beharused to run, has long emphasised human-resource pol- 
icies. It offers all of its front-line employees the same package of | 
health-care and other benefits that its most senior executives en- 
joy, and tosses in a few stock options as well. Equally important 
is the extensive training it gives to its coffee-store employees 
(known as baristas, in a nod to Italian supremacy), so they can 
better handle crotchety customers. 

Mr Behar thinks this approach is just as crucial in Asia. It is 
not enough, he says, simply to attune the firm's beverages to local 
tastes: if Starbucks is to win over Asian consumers, it will have to 
provide top-notch service. In a city such as Tokyo, where custom- 
ers may encounter several different branches, the knock-on ef- 
fects of good or bad service are all the more important. As a re- 
sult, Mr Behar has maintained the emphasis on training, and— 
despite his demanding travel schedule—tries to meet all of 
Starbucks' growing cadre of Asian employees. 

The danger is that all this goes too far, paying too much atten- 
tion to employees and not enough to prices, margins or distribu- 
tion. Paying employees too much, or over-inflating their hopes, 
does not help either. And shareholders value smiling customers 
only to the extent that they can be converted into cash. Starbucks 
has not been tested yet: its share price 
has outperformed even a frothy stock- 
market (see chart). Many firms discover 
how nice they really are only when 
things start to £o wrong. 

That said, too many service compa- 
nies make the opposite mistake. When a 
manager is asked to defend his perfor- 
mance, it is easy to document savings in 
cost or increasing same-store sales. The 
fuzzier benefits of happy employees and 
impressed customers are harder to put 
in a report. Unless a true believer occu- 
pies a position of power, such things are 
easily neglected. Sometimes, a double- 
espresso job does demand a decaf- 
feinated personality. 
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The Kingdom of the Netherlands 
High-Speed Line 


The Government of the Netherlands announces that it will 
be issuing a document for consultation on the potential for 


private sector involvement in the development and operation 
of the proposed High-Speed Line between Amsterdam and 
the Dutch-Belgian border on June 5 1998. 


The Project 


The Project comprises the opera- 
tion of international and domestic 
high-speed rail services, the 
design, construction and 
maintenance of some 95 km of 
high-speed rail track and systems 
and the development of ancillary 
commercial opportunities. The 
Project forms part of the Trans 
European Network which among 
others will connect Paris, Brussels, 
Amsterdam and London. In line 
with a treaty between the Dutch 
and Belgian Governments, the 
opening date for high-speed rail 
services is planned for June 2005. 
The Government wishes to 
involve the private sector in 
helping to formulate the most 
appropriate way to undertake the 
Project. 

The Consultation Document will 
provide information on the 
Project and invite recipients to 
contribute their views on a range 
of issues. 





information 


Interested parties should contact 
Mr. M. Wiedenhof at the address 
set out below, in order to obtain 
copies of the Consultation 
Document, or alternatively access 
www.hslzuid.nl on the Internet 
from June 5 1998. The closing 
date for written responses is 

July 17 1998. 


Address: 


Ministry for Transport, Public 
Works and Water Management 
Project Organisation 
High-Speed Line 

Attn. Mr. M. Wiedenhof 

P.O. Box 20903 

2500 EX The Hague 

The Netherlands 

Phone: 00-31-(0)70-353 82 41 
Fax: 00-31-(0)70-353 82 64 
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[he Group publishes in excess of 160 
newspaper and magazine titles with 
weekly circulations of over 15 million 
copies in Europe, Africa and Australasia. 


E 


1997 was a memorable year for the 
Group with the announcement of pre- 
tax profits exceeding the IR£100 million 
mark for the tirst time. Having started 
from its Irish base the Group has 
transformed itself into a global media 
company. The acquisition of Newspaper 
Publishing and its titles The 
Independent and Independent on 
Sunday propels your company into the 
top rank of international newspaper 
publishers. 

“The Group has assets under 
management in excess of IR£1.7 billion, 
a market capitalisation of IR£1.1 billion, 
and a managed turnover, which this 
vear will be annualised at IRE1 billion 
Ihe Company employs 13,500 people. 
[his is a far cry from the period 25 years 
ago in 1973 when the market 
capitalisation of the Company was 
IR£4.5 million and the turnover all of 
[REY million. 





| remain convinced that our mixture of 
courage and caution, having stood our 





shareholders in good stead in the past 25 







vears, will continue to do so into the 
next century” 


Dr. A.J.F. O'Reilly 


\ ii IEEE 


Independent 


Newspapers 


Meeting the challenge of the new millennium 





OPERATING 


Ireland 


Ireland's largest newspaper publishing group 
Operating profits are up 10 


Strong circulation in all national titles 
Launched full colour Weekend magazine 
published in Saturday's Irish Independent 
Subscriber growth increased by 12% in second 
largest cable and MDS television company (Irish 


Multichannel - 50% owned) 


United Kingdom 


Wholly-owned operations achieved record 
growth in profitability 

Purchase of remaining shares in Newspaper 
Publishing, London - publisher of "The 
Independent' and the 'Independent on Sunday 
subsequent to vear end 

Acquisition of Kentish Times Newspapers 
Largest publisher of paid-for regional titles in 
greater London area 

Leader in the London recruitment magazine 
market 


New Zealand 





in Wilson & Horton 
the country's largest newspaper publisher, 


Increased interest to 100 


subsequent to year end 

Launched new section to New Zealand Herald 
including Business Herald, Viva and 7 Days 
Investment in The Radio Network of New 
Zealand, the country's largest radio network 
operating 51 radio stations, which commands 
some 55% of the radio advertising market 


Turnover 





Profit before Taxation 


Earnings per Share 


H | 


South Africa 


* Pre-tax profits grew 43% 


HN ou M E BM 


* Increased interest to 73%, subsequent to year end 


* Country's leading newspaper publisher with 31' 


of total new spaper market and 58", of the I nglish 


language market 
* Publishes 14 daily and weekly newspapers 
¢ Kaya FM Radio commenced broadcasting (14.9% 


sh ireholding) 

Australia 

¢ Operating growth increased by 16 

¢ Increased interest to 34% in Australian Provincial 
New »papers 

e Largest regional newspaper publisher with 13 
daily and more than 50 non-daily titles 

* Largest broadcaster in Australasia, operating 11 
radio stations with 4.5 million weekly listeners 
(50% owned by APN) 


* Australia's largest outdoor advertising operator 
France 


* Operating profit up by 11 

* Record second half performance 

* Continued development at Sirocco International 
a 50/50 venture with Havas Media 
Communications, the largest media group in 
France 


Portugal 


* Increased interest to 19% in Jornalgeste, the 
leading national newspaper and commercial 
radio group 

* Publishes titles representing 48% of national daily 
newspaper circulations and recorded strong 
advertising growth 











Dividends per Share 








Shareholders' Funds 


Companies and carry an ungualified 
Copies of the Ri 


d 
" r sabia TE 
port may hi ootraüimed TT 


PS Ps pae P? — D 
Iindüepenáent Neti papers PLE 


INDEPENDENT NEWS 


Full financial statements for the year ended 26 
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Just a few loose screws 


SINGAPORE 


More hidden problems at a big Swiss bank will force regulators to demand 


answers to some unpleasant questions 


EMEMBER Nick Leeson, the man who 

put paid to Barings, Britain’s oldest 
bank, in an orgy of unauthorised futures 
and options trading in 1995? Many lessons 
were drawn from that debacle, but two 
stand out: that bosses should be suspicious 
when their underlings book big profits, 
and that independent risk management is 
crucial for financial institutions. Union 
Bank of Switzerland (uss), one of the 
world’s biggest banks, seems 
to have ignored both of these 
lessons. Poor risk control in 
Singapore, where Mr Leeson 
did his worst, has left uas fac- 
ing huge losses—and now 
iposes a big challenge for the 
world’s bank regulators. 

That usss risk-manage- 
ment was woeful is no secret. 
^s The Economist disclosed 
än January, the bank's global 
mquity-derivatives depart- 
iment managed to lose as 
much as SFri billion ($689m) 

n trades that the bank's risk- 
Management department 
mad not been allowed to mon- 
tor. (UBs has never stated ex- 
actly how much it lost.) These 
Bosses were a big reason why 
Wes is, in effect, being taken 
»ver by Swiss Bank Corpora- 
ion, its smaller rival. But eq- 
sity derivatives were not the 
only area that was ring-fenced 
From the prying eyes of risk managers. The 
»ank's Singapore operations were similarly 
shielded. In Singapore, The Economist has 
"earned, uss has suffered losses which, in- 
siders estimate, may be at least as great as 
those in equity derivatives. The problems 
sare severe enough to threaten regulatory ap- 
woroval of the banks’ merger. 

To hear the banks tell it, all is proceed- 

ng smoothly. Shareholders have approved 
he scheme, many operations have already 
deen integrated, and the remaining legal 
niceties will be sorted out this month. The 
yanks say that all of their regulators, bar 
"America’s Federal Reserve and the New 
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York State Banking Department, have ap- 
proved the merger. According to an inter- 
nal memo from David Solo, the chief op- 
erating officer of ssc Warburg Dillon Read, 
Swiss Bank’s investment-banking arm, 
mere scheduling problems are to blame for 
the delay. 

Things are not quite that simple. While 
the Swiss Competition Commission has as- 
sented, key banking supervisors have not. 


VUE 
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The banks’ main overseer, the Swiss Federal 
Banking Commission, says it has given 
only “pre-approval”; while it still has con- 
cerns about the future firm’s risk control, it 
will not give full ratification. Until the 
Swiss give their assent, other regulators will 
not approve. And the Swiss have been un- 
aware of uBs’s latest debacle in Singapore. 
The uss branch in Singapore, sources 
say, was run like no other. Its boss is Lim Ho 
Kee, who was recruited in 1985 by Mathis 
Cabiallavetta (now the president of UBs) 
and who subsequently became the first 
non-Swiss member of the bank’s board. Mr 
Lim, who once worked for the Monetary 


Authority of Singapore, the island-state's 
central bank, is politically well connected, 
to Lee Kwan Yew, Singapore's former prime 
minister, among others. People at uns de- 
scribe the branch as his “personal fief 
dom". Elsewhere the bank was moving to- 
wards global product lines: one person was 
to oversee, say, equity trading worldwide. 
Singapore seems to have been a glaring ex- 
ception. Mr Lim would not allow global 
bosses to put their staff into his branch. 

What did the branch do with this free- 
dom? Punt, mainly. James Loh, Mr Lim's 
right-hand man and the head of trading in 
Singapore, took huge positions in foreign 
exchange, interest rates, and equities, often 
betting $50m-100m at a clip. This activity, 
sources say, was not monitored by UBS's 
central risk-management department. 
“Global risk management didn’t get a look- 
in,” says one insider. 

The Singapore branch did 
have its own credit-monitor- 
ing department. This office, 
however, was weak, and had 
only loose ties to the bank’s 
global risk management. As a 
result, a cavalier attitude to 
risk extended to the Singapore 
branch’s lending and under- 
writing as well as to its trad- 
ing. Hence, the banker in 
charge of proposing bond and 
equity issues to companies in 
India and Pakistan was also 
responsible for approving 
them—so long as he got the 
nod from Mr Lim. 

Many bond-underwriting 
deals were won from Mr Lim's 
network of contacts. He is a 
close friend, for example, of 
Anthony Salim, the boss of the 
Salim group, Indonesia's larg- 
est company, and the son of 
Liem Sioe Liong, one of Indo- 
nesia's richest men. In 1997 
Mr Lim boasted publicly of a deal that he 
won in 1995 for Indofood, a food conglom- 
erate controlled by Mr Salim, when he 
agreed that the bank would underwrite the 
risk ofa $600m equity issue without getting 
the approval ofthe uBs board—although he 
added that uss’s controls had since been 
tightened. 

Like its investment-banking competi- 
tors in Asia, UBS was left with masses of 
such deals on its books when stock and 
bond markets crashed last summer. As of 
October 1997 UBS had over SFrsoom of In- 
donesian debt on its trading books, and 
most of this was held in the Singapore 
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branch. Then there are deals from issuers 
on the subcontinent. uss still owns several 
hundred million dollars of debt it under- 
wrote for Essar Steel and Sterlite, two In- 
dian companies, and Chakwal Cement of 
Pakistan; it succeeded in selling none of 
Chakwal’s bonds. Lastly, there are huge ex- 
posures to South Korean companies, which 
sold lots of complex equity-linked securi- 
ties to raise capital. uss still holds much of 
the roughly $1 billion of paper that it “is- 
sued” on behalf of Korean clients. 


Value added 


Given that its Asian exposures were far 
larger than Swiss Bank’s, it is surprising 
that uss claims to have done less badly in 
the recent turmoil in Asia's financial mar- 
kets. Indeed, it was precisely because this 
seemed to be the case that many within UBS 
grumbled about being taken over by Swiss 
Bank. In fact, however, the bank was being 
too optimistic about the value of its bonds 
and shareholdings. 

For many of its holdings there is little or 
no market. The firm's risk managers seem 
to have relied on its own traders to say what 
they were worth, generally failing to pay 
sufficient heed to the prices of similar cred- 
its—the best measures of the worth of in- 
struments that are hard to value. When the 
falls in the prices of similar credits were too 
large to be ignored, uBs Singapore then 
shifted securities from the trading book to 
the loan book. This avoided the require- 
ment to value holdings at market prices. In 
December and January, ums Singapore 
shifted, on one estimate, $500m from one 
book to the other. 

This would not have made a difference 
had usns set aside reserves equal to the dif- 
ference between the face value of its securi- 
ties holdings and their lowly market value, 
as prudent risk management requires. It 
apparently did not consider this necessary. 

UBS management discovered these 
shortcomings only after a tip-off from 
Swiss Bank. Auditors are now checking the 
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Singapore branch’s books. Lending deci- 
sions for the branch are being taken in 
Switzerland, and trading has been circum- 
scribed. "We're not allowed to take any risk 
at all,” says one banker in Singapore. Mr 
Cabiallavetta, through a spokesman, de- 
clined to comment on any aspect of this ar- 
ticle. Mr Lim and Mr Loh did not respond 
to The Economist's requests for comment. 

In October 1995, following a number of 
high-profile banking cock-ups, William 
McDonough, president of the Federal Re- 
serve Bank of New York, identified four ba- 
sic principles of risk management: active 
oversight by directors and senior manage- 
ment; well-conceived risk measurement 
and reporting systems; comprehensive in- 
ternal controls emphasising the clear sepa- 
ration of duties; and well defined limits on 
risk taking. UBs now appears to have failed 
to adhere to all four of these principles 
twice over. The Fed has taken its principles 
very seriously in the past. In the most ex- 
treme case, in 1996, following the discovery 
that managers had covered up a $1.1 billion 
trading loss at the New York branch of Ja- 
pan's Daiwa Bank, the Fed shut down 
Daiwa's operations in America. 

For their merger to go forward, uBs and 
Swiss Bank must persuade regulators that 
UBS's risk-management failings have been 
corrected. This may take some doing be- 
cause, oddly enough, risk management is 
one of the few areas to be controlled by uss 
veterans after the merger. Two UBs execu- 
tives, Felix Fischer and Pierre de Weck, are 
to become heads of market risk and credit 
risk, respectively, in the merged bank. Atop 
it all, as chairman, will be uBs's president, 
Mathis Cabiallavetta. 





Russia's economy 
Naked truths 


MOSCOW 


EEN until recently as a victim of emerg- 

ing-markets turbulence worldwide, 
Russia was being seen this week as a main 
cause of it. Fear grew that the Russian cen- 
tral bank might be forced to allow a deval- 
uation of the rouble. In the week to May 
28th the bank’s meagre reserves fell 10% to 
about $14 billion, as investors sold govern- 
ment debt and fled the rouble. But even a 
modest official devaluation might have en- 
couraged ordinary Russians to panic too, 
producing a full-blown run on the cur- 
rency. In a desperate measure to strengthen 
the rouble, the central bank tripled its re- 
financing rate to 150% on May 27th. 

The raise came when investors were de- 
manding interest rates of more than 80% 
on some Russian government debt—imply- 
ing a real rate after inflation of more than 
70%. Shares fell 11% on May 27th alone, fora 





Daunted 


decline of more than 50% since the start of 
the year. The markets prayed aloud for an 
emergency package from the International 
Monetary Fund, which had bent over back- 
wards to support President Boris Yeltsin in 
the past. But the IMF seemed none too 
happy with Russia either. On May 28th it 
was still agonising over whether even to 
continue disbursements from a loan pro- 
gramme agreed in 1995, given Russia’s poor 
record on meeting fiscal targets. 

Even those inclined to blame Asian up- 
heavals for Russia’s market woes have beens 
daunted by the bad news of the past fort- 
night. Last week equity investors were rat- 
tled by a move in parliament to reduce for- 
eign shareholdings in ues, the nationali 
power monopoly. This week the govern- 
ment said that tax revenues, low at the best 
of times, are slipping again. Credit-ratingl 
agencies put Russian ratings under review. 
On Wednesday the government confirmedi 
that an attempt to privatise the last big 
state-owned oil firm, Rosneft, had been a: 
fiasco, hitting revenues once more. It said it 
would try again to sell Rosneft in July. 

The optimistic view of the situation is 
that attention has at least been focused on 
the depth of Russia’s economic problems. 
The government has been obliged to ac- 
knowledge that Russia is a poor country 
with a stagnant economy, a level of public 
debt that is rising ominously, and a federal 
budget for 1998 that it cannot finance. 

But Russia's biggest single problem may’ 
well be a government that is incapable of 
solving problems even when it recognises 
them. It is ineffectual in some ways, ob- 
structive in others. Its master, President 
Boris Yeltsin, has been growing increas- 
ingly erratic, and decreasingly credible. 
Having sacked his previous government 
two months ago, Mr Yeltsin seemed to 
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One currency. 
One market. 
One global bank 


Euro- 
Ready. 


Managing Your Euro Evolution 
















Introduction of the European single currency will reduce risk and simplify 
business transactions. But the transition will be a challenge. 

Bank of America is ready. Our integrated global banking system and 
worldwide presence make us one of the only major banks with a proven, 
superior payments platform already in place. Which means your payments 
and liquidity management can run smoothly and effectively. 

As a global bank, we deliver the cash management, treasury, and 
capital raising capabilities your business will require through the transition — 
and beyond. 


That's power in motion. That's Bank of America in motion. 


©1998 BankAmerica Corporation 







Í power . 
Bank of America in motion. 


www.bankamerica.com 
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NORTHWEST TO THE U.S., 
NOBODY IS A MORE FREQUENT FLIER. 


The more often you fly to and from the U.S., the more you'll appreciate the network Northwest has — 
designed to make the journey simple. Like our 9 nonstop gateways—to give unparalleled convenience — ^ 
and access to the Pacific Rim. Or, our convenient connections at Detroit that can shave up to seven bours travel 
time to the East Coast. And, to keep your life simple, the state-of-the-art customs and immigrations facility at 


Minneapolis/St. Paul will whisk you along with impressive efficiency. 


And, we are always looking for new ways to improve. Witness our new nonstop service from Tokyo to 
Anchorage' and Tokyo to Las Vegas." Plus 7 additional flights from Taipei each week. And 3 additional flights 
from Tokyo to L.A’ What's more, new Nagoya-to-Detroit service 3 times a week begins June 3. So next time you 
fly from Asia to the U.S., go with the people who fly most frequently. Call your travel agent or Northwest Airlines. 
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think he could help the situation this week 
by threatening to sack ministers in the gov- 
ernment he had just appointed. 

The new cabinet is headed by a 35-year- 
old prime minister, Sergei Kiriyenko, who 
has barely a year's experience of national 
politics. It has seemed helpless before the 
crisis. This week it was talking about raising 
new international loans to refinance do- 
mestic debt. By way of encouragement to 
potential lenders it promised a new round 
of deep spending cuts—which the finance 
minister, Mikhail Zadornov, said would be 
aimed at "eliminating functions which are 
not effective and abolishing redundant 
structures". That category might reasonably 
include the entire Russian public sector. 





Housing finance in China 
Jam today? 


BEIJING 


OBODY is more aware than Zhu 
Rongji, China’s new prime minister, 

of the headwinds that structural reforms to 
the state-owned enterprises and banks are 
creating for the Chinese economy. To these 
headwinds must be added those from 
Asia’s financial storm. As a result, prices are 
falling and economic growth has slipped 





Home sweet home 


from 8.8% in 1997 to 7.2% in the first quarter 
of this year. Mr Zhu's advisors are looking 
for ways to reflate the economy before his 
reforms are jeopardised by an intolerable 
level of unemployment. They are putting 
their faith in a housing boom. 

From July ist, a 50-year habit will be 
kicked. Mr Zhu insists that the state will no 
longer supply flats at peppercorn rents to 
the 6m-odd new entrants each year to the 
state-sector workforce. Workers will be en- 
couraged to buy their own low-cost hous- 
ing, and developers to supply it. Without 





Malaysia meets reality 


KUALA LUMPUR 


ESIDE the artificial lake that graces 

the park behind the world’s tallest of- 

fice towers, economic woes seem far 
away. Construction cranes dominate the 

| Skyline in every direction, and lorries 


Business is good 





hauling concrete clog the streets. The 
nearby shopping mall, which opened on 
May 8th, is mobbed by shoppers admir- 
ing Dunhill golf attire and Salvatore 
Ferragamo shoes. The traffic is as fero- 
cious as ever. The most pressing issue of 
the day is a water shortage so severe that 
many middle-class families must haul 
water to their flats in buckets. And the 
economy? Not to worry: many firms face 
labour shortages, the country's interna- 
tional trade and industry minister said 
last weekend, and industry alone needs to 
hire 70,000 workers this year. 

Since East Asia's financial crisis broke 
last summer, Malaysia's economy has 
seemed to float on air. By refusing to ask 
for emergency aid from the International 
Monetary Fund (imF), the government 
claimed it could avoid a deep Thai-style 
recession and the sorts of austerity mea- 
sures that forced the resignation of Indo- 
nesia’s President Suharto last week. But re- 
ality is catching up fast. On May 26th, 
Bank Negara, the central bank, disclosed 
that the rate of credit expansion in April 
dropped for the third straight month. The 
figures for first-quarter GDP, due out on 
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waiting for central-government authority, 
local governments and state enterprises, 
burdened with social-welfare costs, have al- 
ready begun a spontaneous privatisation 
of housing. Some see creating a nation of 
home-owners as China’s most revolution- 
ary break yet from Communism. Mr Zhu's 
advisers, though, are concerned only to see 
domestic spending on housing showing up 
soon in the economic statistics. 
Respectable economists think that 
hope quite plausible. After all, China's 
housing stock is largely decrepit, and the 
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May 28th, are expected to be bleak. Allin | 
all, said Anwar Ibrahim, the finance min- 
ister, the countrys economic perfor- 
mance is "not too encouraging", | 

The government is sticking by its fore- | 
cast that GDP will grow 2-3% this year. | 
Many private-sector economists, how- | 
ever, now expect an outright contrac- | 
tion—after a year in which the economy | 
expanded by 7.6%. This will be disastrous 
for the banks: Fitch 1BCA, a credit-rating 
agency, projects that by next year 20-25% 
of all bank loans will be failing to pay in- | 
terest and principal as scheduled, and 
that Malaysian banks will require a costly | 
bailout to meet international capital 
requirements. 

All of this will lead to a painful eco- 
nomic shakeout. This is only now begin- 
ning to be felt. Thanks in part to the build- | 
ing boom, the unemployment rate is still 
low. But the nascent car industry is sag- 
ging (see page 65). And with the amount 
of shopping space in Kuala Lumpur 
about to double, and with 2.8m square 
metres of offices and 31,000 hotel rooms 
under construction, the impending 
building bust is likely to eliminate tens of 
thousands of jobs. Malaysians may yet 
find life without the rMFs dominating 
presence to be even more unpleasant 
than life with it. | 
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potential for a construction boom driven 
by privatisation is great. Nine-tenths of all 
homes and flats are owned by government, 
companies and “work units”. Per capita liv- 
ing space in the cities is tiny. If Chinese 
communities elsewhere are any guide, resi- 
dential mortgage loans will prove amaz- 
ingly safe assets for banks to own. The 
China Analyst, published by the Bank 
Credit Analyst Research group in Montreal, 
says that $80 billion in new spending can 
be generated by housing reform this year, 
and $150 billion next. That would be a big 
stimulus at just the right moment. 

Steady on, now. Commercial banks, for 
a Start, are largely unused to—and often sus- 
picious about—lending to home-buyers. It 
will take time to set up systems to handle 
mortgage payments. The authorities them- 
selves have instructed China’s biggest 
banks to lend nearly $12 billion against 
property this year, half of it on home mort- 
gages. That, certainly, is an increase over 
last year’s figure of $1.2 billion, but it would 
account for less than 5% of the banks’ port- 
folios. The real interest rate on mortgages, 
approaching 10%, ensures that demand 
will not spin out of control. 

Moreover, there is no getting away from 
the fact that banks’ books are chock-a-block 
with bad loans. Most are to decrepit state 
firms—but many bad loans to non-state 
firms are secured by unsold commercial 
and upscale residential property develop- 
ments launched on the back of China's 
early 1990s boom. Andy Xie, an economist 
at Morgan Stanley Dean Witter in Hong 
Kong, says that the mainland has a prop- 
erty overhang of nearly 200m square me- 
tres. The government says the banks will 
have to start foreclosing on delinquent de- 
velopers next year, and a sharp fall in prop- 
erty prices will follow. The cities moving 
fastest to privatise their housing markets— 
Shanghai, for instance—are the ones suffer- 
ing most from high-end overdevelopment. 

China's housing reforms may eventu- 
ally do the economic (and political) trick, 
but not this year. Mr Zhu and his advisers 
will have to direct their increasingly urgent 
search elsewhere. 





China's leading estate agent 
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Stockmarkets 


Trading places 


NEW YORK 





Financial markets are abandoning floor space for cyberspace. So why is the 
New York Stock Exchange about to spend a fortune on a bigger building? 


€€ TM RUNNING a business, not a mu- 

seum,” retorts Richard Grasso, chair- 
man of the New York Stock Exchange, to the 
suggestion that talk of moving the Big 
Board to New Jersey is meant mainly to 
squeeze more subsidies out of New York's 
city government. The exchange, he says, is 
simply running out of space for the 4,000 
bellowing brokers and specialists who 
crowd its trading floor. Yet at a time when 
exchanges everywhere are abandoning 
floor trading in favour ofelectronic interac- 
tion, it is worth asking whether the NvsE's 
new home, wherever it is built, will not be a 
museum after all. 

The question is not new: seers have pre- 
dicted for at least three decades that tech- 
nology would kill off the NvsE's trading 
floor, even as the exchange has strength- 
ened its position as the world's biggest 
stockmarket. The Nyse has been at the cen- 
tre of America's phenomenal bull market 
in shares, trading an average of $23 billion- 
worth each day. The market capitalisation 
ofthe firms whose shares it trades now tops 
$12 trillion, up from $4.5 trillion five years 
ago. This makes the NysE six times the size 
of London, the world's second-biggest 
bourse. But with electronic-trading systems 
becoming more sophisticated every day, 
the Big Board's willingness to spend $1 bil- 
lion on a new trading floor is more than 
just a bet on a raging bull.Itisa bet that new 
technology will not conquer all. 

The exchange is hardly technophobic. It 
has spent a fortune on custom-built tech- 
nology designed to keep the floor competi- 
tive with electronic rivals, particularly in 
speeding up the execution of trades. This 


costs far more than buying one of the fully 
electronic systems available off the shelf. 
Yet even though 85% of its trades are con- 
ducted on screens and are never offered to 
the floor, the nyse insists that its success is 
due to its unique market structure. 

This centres on “specialists”, each re- 
sponsible for ensuring that any would-be 
buyer or seller ofa particular stock can find 
somebody to trade with at all times, even in 
the sort of volatile market conditions that 
can cause trading to dry up in other mar- 
kets. The specialist does this by matching 
an order with others that have been submit- 
ted, holding an auction among the traders 
on the floor, or, if necessary, buying or sell- 
ing the shares himself. That process 
distinguishes the Nyse from “broker- 
dealer” markets, such as Nasdaq and the 
London Stock Exchange, where investors 
deal directly with stockbrokers who are un- 
der no obligation to trade. 

Economists have long debated the rela- 
tive merits of these different sorts of market 
structure, but there is no question that the 
NYSE's auction market is more costly to op- 
erate. That this has not hurt business owes 
much to scale economies, says Yakov 
Amihud, an economist at New York Uni- 
versity. The exchange's huge trading vol- 
ume has kept its bid-ask spreads as low as 
those on any other major stockmarket, and 
its liquidity means that big trades have less 
impact on prices. Being the dominant mar- 
ket gives it a huge advantage over electronic 
alternatives, because traders like to use 
markets where they know lots of other peo- 
ple trade. 

That advantage, however, is not abso- 
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ute. As a warning of what could happen, 
darticularly if trading volume falls and ex- 
doses the NysE's higher costs, Benn Steil of 
he Royal Institute of International Affairs 
Joints to LIFFE. Last year, the floor-based fu- 
ures market in London suddenly lost its 
lominance of a heavily traded German in- 
erest-rate contract to Germany's electronic 
‘utures exchange. It is now having to mod- 
'rnise fast in what may prove a vain effort 
o catch up with its rival. 

What are the main threats to the Big 
Joard? One is a change in the regulatory 
‘nvironment. The Securities and Exchange 
Zommission has pushed the Nyse to scrap 
ı rule that makes it nearly impossible for 
irms to delist their shares. This will make it 
ossible for Nasdaq, the NvsE' biggest 
\merican rival, to entice listed companies 
o defect. Nasdaq will pose an even greater 
hreat ifit completes its merger with Ameri- 
a’s third market, the American Stock Ex- 
hange, and carries out plans to develop a 
omputerised auction market. Moreover, 
ays the head of trading at one big financial 
nstitution, any repeat of the recent "front- 
unning” scandal on the nyse floor, in 
vhich some brokers delayed executing cus- 
omers’ orders while they traded for them- 
elves in thesame shares, could lead regula- 
ors to force the NYSE to go electronic. 

Then there is OptiMark, a trading sys- 
em due to arrive at Nasdaq later this year. 
his is one of the most sophisticated elec- 
ronic order-matching systems yet devised. 
t promises to allow institutions to arrange 
ig trades without revealing their inten- 
ions—an important improvement over 
Jasdaq’s current electronic systems. 
)ptiMark will allow big customers direct 
ccess to each other, and remove middle- 
nen such as stockbrokers and floor traders. 

Curiously, Mr Grasso thinks that is 
ihere share trading is heading. Intermedi- 
ries will be eliminated, he says, and the 
se will ultimately become a data-pro- 
essing business. In that respect, “our big- 
est competitor has yet to enter the busi- 
ess." Yes, like the rest of America, the Big 
oard fears Microsoft. 

If electronic trading does take a grow- 
1g share of the market, the NYSE says it 
ould respond quickly. This seems doubt- 
il. It would require the big brokerage firms 
thich hold great sway at the nyse to agree 
»asharp loss of business. A stronger obsta- 
e may be seat-holders who work on the 
oor: they would be faced with voting away 
ieir own jobs. In other floor-based mar- 
ets, these are the people who have 
1ounted the strongest opposition to elec- 
onic trading. Their political power means 
iat the floor will survive for as long as the 
YSE enjoys the economies of scale that 
'ep its price competitive. A new floor, Mr 
rasso hopes, will make the scale, and the 
'onomies, even larger. 
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Bank mergers 
Friendly hostility 


PARIS 


ITH a single market here already and 

a single currency on the way, Eu- 
rope’s bankers are braced for a merger 
wave. But no matter how much they had 
talked about consolidation, they were left 
open-mouthed by a hostile takeover 
launched on May 25th by one of the conti- 
nent's more dynamic banks. 

Générale de Banque, a mid-size Belgian 
institution, was supposed to be the trophy 
of Fortis, a Belgo-Dutch financial group. 
But just as Fortis was preparing to indulge 
in a little self-congratulation at its annual 
shareholders' meeting this week, Dutch ri- 
val ABN Amro launched an unsolicited of- 
fer for Générale. One of the few hostile take- 
over attempts in European banking, ABN 
Amro's move has caused a stir—and not 
only by affronting the Belgian officials who 
had seen the Fortis-Générale link-up as the 
last chance to create a Belgian bank big 
enough to survive in Europe. The deal 
would also turn ABN Amro into Europe's 
second-largest commercial bank. 

ABN Amro insists that its bid is a 
friendly one. But its offer—10% over what 
some analysts considered an already gener- 
ous price offered by Fortis—shows that the 
Dutch are ready to play for high stakes. As 
true euro-zealots, ABN Amro’s bosses are 
convinced that a small pack of big univer- 
sal banks with networks stretching across 
several countries will dominate European 
finance after the single currency starts up 
next January. They have tried to ensure 
their place in that pack by acquiring for- 
eign banks—to little avail. Earlier this year, 
ABN Amro failed to win Crédit Industriel et 
Commercial, a French bank put up for auc- 
tion by its government, and recently saw 
one of the largest Belgian banks, Banque 
Bruxelles Lambert, snapped up by ING, 
ABN Amro’s bitterest Dutch rival. 

Fortis's bid for Générale, spurned ini- 
tially but then accepted on May 12th, ap- 
peared to have swept up the only remain- 
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Friendly Mr Kalff 


ing Belgian bank of any size—which is why 
Jan Kalff, ABN Amro's chairman, said that 
his bank “must be willing to pay a rather 
high price" for Générale. He reckons that 
Générale, which has strong networks in Bel- 
gium, France and Luxembourg and a big as- 
set-management business, will provide 
ABN Amro with enough financial muscle to 
expand across Western Europe. But while 
Générale has an enviable franchise, it is 
hardly a money machine. Its earnings have 
stayed stubbornly low (see chart) by the 
standards of the Dutch. 

Neither suitor has elaborated on how it 
would improve matters. Fortis has more 
overlap with Générale in Belgium, al- 
though cutting costs by closing branches is 
likely to be politically tricky. ABN Amro 
talks of saving 1 billion guilders ($498m) a 
year by selling its products through 
Générale's branches, but that seems a rather 
vague-sounding hope. 

The battle is far from over. Fortis has the 
support of three Belgian financial groups 
that between them own roughly a third of 
Générale. ABN Amro hints that it enjoys the 
backing of Générale's managers, who never 
really warmed to Fortis. Such a preference 
would be no mystery: the Dutch bank has 
promised to keep Générales name, logo 
and management; not to lay off workers; 
and to move ABN Amro's European head- 
quarters to Brussels. 

Fortis was to announce on May 29th 
whether it would bid again. Given that, un- 
der Belgian law, it would have to bid 5% 
more than the Dutch, there is every chance 
it will concede defeat. But Jan Longeval, an 
analyst at Banque Degroof in Brussels, sees 
a face-saving way out. If it wins Générale, 
ABN Amro will almost certainly have to di- 
vest the bank's Dutch retail network. Fortis, 
seeing an opportunity to expand without 
the pain of having to sort out the overlaps 
in Belgium that would have come from a 
takeover of Générale, might well be an in- 
terested buyer. Could it be that this fight 
will end in the traditional European way, 
through a chummy arrangement arrived at 
in a smoke-filled room? 
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When paying more costs less 


Secretaries in investment banks tend to earn far more than secretaries in 


hotels. That is a puzzle for economists 


T investment bankers earn tele- 
phone-number salaries. Even their ju- 
nior colleagues earn fat pay-cheques. Pre- 
sumably, that is because they make hefty 
profits for their bank. Why, though, are 
their secretaries paid more than secretar- 
ies elsewhere? 

Just as rich and poor alike pay the 
same price for a pint of milk, so economic 
theory suggests that all firms should pay 
workers doing identical jobs the same 
wage. Yet that is not the case. Numerous 
studies, looking as far back as the 1920s, 
show that industries where profits and 
average productivity are higher tend to 
pay all their workers more. Thus Ameri- 
can cleaners can earn over twice as much 
in law firms as in hotels. Mexican truck 
drivers who deliver oil take home much 
more than those who transport corn. Brit- 
ish clerical workers make far more in the 
computer industry than in textiles. 
Broadly speaking, this wage gap can be ex- 
plained in two ways: either the surveys 
are not comparing like with like; or 
highly profitable and productive compa- 
nies may find it worthwhile for some rea- 
son to pay their employees more. 

Some of the wage gap is no doubt due 
to measurement problems. Statisticians 
find it hard to distinguish between good 
secretaries and bad ones, and between 
unpleasant jobs and those with plenty of 
perks. So part of the reason why secretar- 
ies in investment banks are paid more 
may be that they are the more able ones, 
or that they have to cope with more pres- 
sure. But it is unlikely that measurement 
problems can explain the whole wage 
gap. The tendency for industries with 
high profits and productivity to pay all 
their staff well is so strong that it is hard to 
believe that their workers are better paid 
only because they are more talented in 
ways that surveys do not pick up. 

Although ability is hard to measure, 
factors with which it is presumably corre- 
lated—such as age, education and ten- 
ure—are not. Yet studies that control for 
those factors still come up with big wage 
disparities between industries. Moreover, 
although receptionists do not become 
less talented when they leave a bank to 
work in a hotel, their pay tends to drop in 
line with the wage gap between the two 
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* "The law of one price and a theory of the firm: a 
Ricardian perspective on interindustry wages”. RAND 
Journal of Economics. Spring 1998. 
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industries. And those who move the other 
way tend to get an equally big increase in 
pay. Surveys also show that well-paid 
workers tend to get more—not fewer— 
fringe benefits. And high-wage industries 
tend to have lower staff turnover, which 
there would be no reason to expect if high 
wages merely compensated for unpleas- 
ant jobs. 

Another explanation for the wage gap 
is that it may be profitable to pay workers 
more. Henry Ford famously claimed that 





No need to crack the whip 


his decision in 1914 to raise—in some 
cases, more than double—workers’ basic 
pay to $5 a day was “the finest cost-cutting 
move we ever made”. Paying so-called “ef- 
ficiency wages"—the technical term for 
pay above the minimum level required to 
retain workers—may be profitable if it de- 
ters workers from slacking or spurs them 
to put in extra effort. Firms may also pay 
more than the going rate in order to at- 
tract talented staff and hang on to them. 

The question, though, is why compa- 
nies that are more productive and earn 
higher profits find it more worthwhile to 
pay over the odds than others. After all, a 
law firm does not need to spend more 
than a restaurant to find a new cleaner. 
Nor is it obvious why banks find it more 
costly than hotels to monitor how hard re- 
ceptionists are working. 

Economists have been exploring the 
efficiency-wage puzzle for 15 years or so, 
and the cost of monitoring workers' per- 
formance has received considerable scru- 
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tiny. A new article* by Shailendra Raj 
Mehta of Purdue University, in Indiana, 
offers an interesting twist on the issue. In 
profitable and high-productivity indus- 
tries, he argues, managers’ time is more 
valuable. It is therefore particularly costly 
for them to spend time monitoring em- 
ployees. If such managers are to supervise 
their employees less, he says, workers 
need additional incentives to keep work- 
ing hard. If an investment banker does 
not want to waste his precious time keep- 
ing tabs on his secretary’s output, the easi- 
est alternative is to pay her much more 
than she could earn in another job in or- 
der to motivate her to put in the effort. 

Mr Mehta claims that this logic ap- 
plies to cleaners too, because they are su- 
pervised by a manager at some level on 
the corporate ladder. That could help ex- 
plain why firms increasingly find it 
cheaper to outsource cleaning work to ser- 
vice companies like America's Service- 
Master or Britain's Rentokil Initial. Be- 
cause its line managers’ time is less 
valuable than a big bank's, ServiceMaster 
can devote more managerial time to 
monitoring staff and therefore needs to 
pay them less of a premium than 
Microsoft or Coca-Cola might. 


Status symbol 


This is certainly not the only reason why 
more profitable firms pay all their work- 
ers more. Managers may feel that workers 
ought to share in the company's success. 
They may also want to boost their status 
by developing reputations for paying 
their subordinates well. There is also a 
question of fairness: if workers evaluate 
their wage package according to how well 
others at their firm are doing, they may 
become discontented if their own com- 
pensation seems to lag. If a bank makes 
huge profits and traders earn bumper bo- 
nuses, it may have to pay its clerical work- 
ers more in order to maintain their mo- 
rale and prevent them from shirking. 

You might expect, though, that profli- 
gate firms would be elbowed out by their 
more hard-nosed rivals. But not necessar- 
ily. Since clerical workers' wages are only 
a small part of banks' costs, paying them 
more may cost little, especially if it en- 
courages more effort and loyalty. And if 
firms are profitable, they may have some 
market power and so may be able to af- 
ford some largesse. Moreover, since work- 
ers are aware that their high wages are a 
consequence of their company's profit- 
ability, they may have no problem taking 
pay cuts in lean times. 
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Biotech's secret garden 


Bioprospecting—the age-old search for medicines from nature—is taking on a 
new vitality as the tools of modern biotechnology are brought to bear 


qu the men and women 
who discover new drugs have been fam- 
ous for scraping the bottom of the barrel. Or 
burying their heads in the sand. Or not see- 
ing the wood for the trees. As a result, some 
of the most powerful and popular drugs 
around have been developed from natural 
substances. Taxol and aspirin, for example, 
were originally extracts of bark (from the 
yew and the willow, respectively) And pen- 
icillin and cyclosporin (which 


stops the rejection of trans- 
planted organs) come from 
fungi, as does lovastatin, the 
world's leading cholesterol- 
lowering drug. 

At the beginning of the 
1990s, however, it looked as 
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though all this botanising 
might become old hat. A new 
technology called combina- 
torial chemistry seemed to of- 
fera rich alternative to the nat- 
ural world. Combinatorial 
chemistry allows diverse 
chemical groups to be bolted 
together in different com- 
binations, creating up to 
40,000 separate compounds 
in a single experiment. Many 
researchers believe they can 
find a universe of medically 
useful molecules in this way, 
without ever stepping outside 
the laboratory. 

But fashions change, and 
drug discovery is on a back-to- 
nature trip. In the past two years, scores of 
small companies have set up alongside the 
major pharmaceutical firms to find and 
screen chemical compounds from hun- 
dreds of thousands of plants and micro-or- 
ganisms. The reason, according to Malcolm 
Morville, the president of Phytera (a bio- 
technology firm based in Worcester, Massa- 
chusetts), is that combinatorial chemistry’s 
power is limited by the imaginations of the 
chemists who do it, and the range of chemi- 
cal reactions they can devise. As a result, its 
products frequently fail to pass laboratory 
tests for biological function. In contrast, na- 
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ture’s molecules have already proved their 
usefulness in the ultimate screening pro- 
gramme: over three and a half billion years 
of evolution. 


Grassroots movement 

Phytera and a handful of other companies 
are using new biotechnology to get more 
from nature than meets the eye. With its bag 
of scientific tricks, the company has already 
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isolated two compounds that appear effec- 
tive against viral and fungal infections. It is 
now turning its sights on neurological dis- 
orders and heart disease, after signing 
agreements with a Danish firm called 
NeuroSearch and an American company, 
Galileo, earlier this month. 

The essential problem facing Phytera is 
how to unlock the biochemical diversity of 
its plants fast enough to keep up with mod- 
ern drug-development programmes. Com- 
binatorial chemistry has developed hand- 
in-glove with “high-throughput screening": 
highly automated, highly sensitive labora- 


tory tests that will shortly be able to scan up 
to a million compounds a week. (Two de- 
cades ago, a company thought it was doing 
well if it could take 100 compounds a week 
through their biochemical paces.) 

Phytera is rising to the challenge of ex- 
tracting and purifying compounds fast 
enough to fill the maw of high-throughput 
screening by dispensing with the tradi- 
tional and rather cumbersome route of 
processing whole plants, This requires dry- 
ing them, grinding them up and then pull- 
ing out their component chemicals. In- 
stead, the firm is working with isolated 
plant cells in test-tubes. And since Phytera’s 
collection of almost 5,000 species from 
around the world is stored in cold glass vi- 
als rather than hot glass houses, if the com- 
pany’s scientists find an interesting com- 
pound in a culture, they can easily go back 
to the freezer, defrost a sample, and grow 
some more cells from the rele- 
vant species in a test-tube. 

Although working out the 
particular growing condi- 
tions can be tricky, it is no- 
where near as tough as trying 
to get tonnes more of an exotic 
plant from a far-flung corner 
of the earth. Plant samples can 
be very expensive—up to 100 
times more costly than labora- 
tory-based cell cultures, ac- 
cording to Jim Miller, asso- 
ciate curator of the Missouri 
Botanical Gardens in St Louis, 
And these days, in the wake of 
the Convention on Biological 
Diversity signed in Rio de Ja- 
neiro in 1992, companies are 
having to make many more 
promises to, and face much 
more opposition from, na- 
tional governments which 
understandably want to get 
the best return from foreign- 
ers who stand to profit from 
their biological riches. 

Apart from its practical value, working 
with plant cells allows Phytera to use one of 
its cleverest tricks. As Dr Morville observes, 
plants are masters of quick-change chemis- 
try. Because they cannot run away from a 
hostile environment, they have to adapt on 
a minute-by-minute basis to alterations in 
temperature, light or nutrients. Some of 
these adaptations involve the production 
of new biochemicals which may have me- 
dicinal value, but will never find their way 
into the laboratory for testing if the plant is 
picked at the wrong time. So, before their 
component chemicals are extracted, Phyt- 
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“ era’s plant cells are put through hell. They chemistry completely. Because sunillin is a 
1 are baked, chilled, infected, bombarded by — rather awkward molecule to work with, the 
t hormones, plunged into darkness and company’s chemists used it as a molecular 
x blasted by light. scaffold and came up with 3,000 variations 
Dr Morville’s hunch appears to be pay- on the theme. About a dozen of these are 
4 ing off. Phytera’s anti-fungal agent, which it just as effective as the original, but may 
E calls sunillin, was only produced when cell prove less toxic in animals. The company 
? cultures of a common plant (Dr Morville has also worked out how to synthesise 
Š won't reveal which) were infected with sunillin from scratch, so that it can make 
such nasty beasties as Candida yeast and large quantities of the drug for its clinical 
Aspergillus mould. Out of the cell and into 
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the test-tube, sunillin kills a wide variety of 
fungal invaders. In one test, for example, 
the drug kept 80% of infected mice alive, 
whereas all those being given fluconazole, a 
leading anti-fungal drug, died. 

Not only is sunillin more effective than 
fluconazole, it works by a different mecha- 
nism. This makes it a welcome addition to 
the medicine chest, since many disease- 
causing fungi are developing resistance to 
fluconazole and other common medicines 
that work in more or less the same way. 

Phytera does not eschew combinatorial 


trials without bothering with cell cultures. 
Phytera has gone fishing for molecules 
in marine micro-organisms as well. The 
firm has several thousand species of bacte- 
ria and fungi from the waters off Hawaii 
and the Virgin Islands safely stored in its 
laboratory. Using many of the techniques 
that have worked on plants, it has isolated a 
novel compound called marinovir from a 
bacterium which lives in the seas around 
California. The molecule, a small protein, 
is a powerful anti-herpes drug—in labora- 
tory animals, at least. Like sunillin, marin- 
ovir appears to work in a completely differ- 
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ent way from other drugs in its class, with 
all that that implies for its being able to 
overcome drug-resistant viruses. 


Hidden depths 


While the sea is a great uncharted source of 
pharmaceuticals, there is still plenty of 
paydirt on land. According to Joe McDer- 
mott, the research director of a Vancouver- 
based biotech company called Terragen, 
fewer than 0.1% of all the bacteria and fungi 
swarming in the soil have actually been 
tested for medically useful chemicals. 

This is because conventional ways of 
isolating such compounds require large 
quantities of microbes to be grown in the 
first place. But most micro-organisms do 
not take kindly to being scooped out of the 
ground and dumped into the laboratory. 
Often, they resolutely refuse to reproduce, 
which means any medical potential re- 
mains untouched. 

TerraGen and, working independently, 
a San Diego-based firm called Diversa, 





. Why rhinos recommend Viagra 


| 


OR all the hype, you might think that 

Viagra is the first drug designed to 
help men achieve and sustain an erec- 
tion. In fact there are many rival products. 
Traditional Chinese medicine, especially, 
claims numerous treatments for invigo- 
rating the organ in question. 


Yu Han, a Chinese-medicine special- 
ist based in London, notes that 
most such medicines are parts 
of plants—lotus stems, for ex- 
ample. Since plants have also 
yielded many drugs recognised 
as effective by western medi- 

| cine(see main article), it is likely 
| that some of these herbal cures 
| would withstand scientific 
scrutiny. But the distinction be- 
| tween medicine and magic is 
often a fine one, and when 
“cures” are based not on the 
| chemical diversity of plants but 
| on the alleged attributes of wild 
| animals, the success of any 
| treatment is surely all in the 
| mind. Which is not much com- 
| fort to the animals involved. 
Take tiger-penis soup, for in- 
stance—and some apparently 
do. It is supposed to endow men who con- 
sume it with the prowess of that mighty 
beast. Tigers are not amused: only 5,500- 
7,500 are left in the wild, and dozens are 
poached and chopped up each year for 
use in traditional medicines. At the mo- 
ment, according to Steve Trent of the 
Environmental Investigation Agency in 
London, which studies "crimes against 
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nature”, trade in tiger parts is killing more 
of the beasts than the destruction of their 
forest habitat. And tigers are not alone. 
Powdered rhinoceros horn is also a fa- 
voured treatment for impotence (fewer 
than 12,000 rhinos remain in the world), 
as are potions made with the remains of 
the masked palm-civet, an endangered 





Virile? Moi? 


mongoose-like animal. 

Because they are endangered species, 
the trade in tigers, rhinos and civets in- 
volves poaching, smuggling and related 
treacheries. All of this drives up costs, 
making such potions luxuries. For the pa- 
tient of ordinary means, therefore, some- 
thing cheaper is required. And stags have 
just the right sort of image. Dried into a 


black and leathery state, stag penises are 
diced like carrots and then boiled to 
make soup. No, it doesn’t taste just like 
chicken. It tastes “just like MsG,” reports 
Hugh Baker, a professor of Chinese at the 
University of London. 

Alcoholic infusions are also popular. | 
Three-penis wine (made of the said parts 
of a dog, a stag and a seal) is a popular 
standby. Nine-penis wine (don’t ask) is 
slightly more expensive. So is wine made 
with a special kind of gecko, a 
cheerful little lizard that is 
found throughout South-East 
Asia. Even snake penises are 
considered good. In Hong 
Kong, they are soaked in herbs 
and liquor, aged for a couple of 
years, and then sold for up to 
$200 a bottle. 

On the face of it, then, Asia 
should be a fertile market for 
Viagra, and tigers, rhinos and 
civets might thus have some of 
the pressure lifted from them. 
But maybe not. Asians do not 
doubt the virtues of western 
medicine. Many, however, as- 
sume that traditional varieties 
are better for certain kinds of 
problems, “vigour” among 
them. Still, Viagra—unlike the 
folk remedies—has clinical trials to prove 
that it works. At a dose of 100mg, Pfizer 
reports that 82% of men had improved 
erectile performance. (It also notes, dead- 
pan, that the drug is “not indicated for 
use in newborns, children or women") 
Stag-penis soup, on the other hand 
"didn't do a thing for any ofus who had it 
for dinner," says Dr Baker. 
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have found a way to overcome the repro- 
ductive reluctance of even the most un- 
yielding microbe. Both companies’ meth- 
ods work by taking a soil sample (which 
contains an average of 4,000-5,000 differ- 
ent species of micro-organism) and extract- 
ing all the DNA from it. They then pop large 
pieces of this DNA into a strain of bacte- 
rium called Streptomyces. 

Because they now contain the genes of 
other micro-organisms, these Streptomyces 
act as microbial stand-ins, churning out 
biochemicals normally found only in the 
original soil species. So, since individual 
Streptomyces like to multiply madly on Pe- 
tri dishes, it is just a question of picking out 
the colonies that are producing the desired 
biochemicals, and screening them for their 
biological activity. 

Using its version of the technique, Ter- 
raGen has isolated about 20 potentially 
antibiotic compounds from the native 
soils of British Columbia. And the com- 
pany is also taking its tools to lichens, 
which are symbiotic unions of fungi and al- 
gae. A fifth of all fungi are locked up in 
lichens. Some of these may be medical 
goldmines, but lichens are notoriously dif- 
ficult to grow in the laboratory. TerraGen’s 
DNA-extracting technology overcomes this 
obstacle, and has already pulled out many 
novel molecules. 

Unlike TerraGen, Diversa takes its sam- 
ples from around the world, including the 
rainforests of Costa Rica and the glaciers of 
Iceland. The company has found around 
100 new molecules, some of which are ac- 
tive against bacteria. 

Microbes may not be as colourful as 
plants, but they are just as jealously 
guarded. Diversa has signed a number of 
agreements with foreign governments to 
use their soils, in return for royalties, tech- 
nology and training. In March, though, the 
company raised hackles closer to home. 
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Protesters began legal action to block a con- 
tract it has signed with America’s National 
Park Service. The deal gives Diversa access 
to the microbes in Yellowstone Park’s hot 
springs, and the protesters want to know its 
terms. While biotechnology is good at ex- 
tracting more compounds from nature, it is 
bringing a load of controversy with it. 
—— A n 


Storing information 


Come up and see 
my etchings 


OW do you make a permanent record 

of something? Paper tends to crum- 
ble, and is also very bulky. Microfilm, much 
favoured a few years ago, deteriorates quite 
rapidly. And digital media, regardless of 
their physical durability, rely on the correct 
hardware and software being available to 
transcribe and decode them—a problem 
that is already making some early archives 
inaccessible. What is needed is a medium 
that is compact, durable and immune to 
the fashions of information technology. 
Norsam Technologies, a firm based in Los 
Alamos, New Mexico, believes it has just 
the thing: its etchings. 

Etching metal has an honourable place 
in the history of image making, and etching 
silicon an equally critical role in informa- 
tion technology (it is how the circuits on 
computer chips are laid out). Norsam, us- 
ing technology developed at the Los Ala- 
mos National Laboratory (the home of the 
atomic bomb), has combined the two ideas. 

The company uses a modified form of 
the micro-etching techniques of elec- 
tronics to produce atomic-scale im- 
ages on nickel discs. The discs are ex- 
tremely durable, and because the 
information on them is not digitally 
encoded, changes in information 
technology over the years should not 
affect its accessibility. All you need to 
read it, whether now, or several mil- 
lennia in the future, is a microscope 
(admittedly a very powerful one). 
And microscopes do not depend on 
proprietary operating systems. 

Norsam’s graving tool is a highly 
focused beam of gallium ions (atoms 
with electrons knocked off them so 
that they are positively charged). In- 
stead of aiming the beam directly at 
the nickel, it is used to carve the im- 
age on a disc of high-density poly- 
mer known as “photoresist”. 

The ion beam breaks down the 
molecular structure of photoresist, 
making it susceptible to a propri- 
etary etching solution developed by 
Norsam. How long the beam is fo- 


cused on a specific area of photoresist de- 
termines the depth of the eventual etching. 
It is this variable-depth etching that allows 
the company's engineers to place micro- 
scopic grey-scale images of a document on 
a disc: the different depths of etching pro- 
duce up to 4,000 distinct shades of grey. 

Photoresist, though, is not that durable. 
To produce a long-lasting version of the 
etching, the image is coated with a thin 
layer of silver, and a thicker layer of nickel 
is deposited electrochemically on top of 
that to create a master disc. The remaining 
photoresist is then dissolved away using a 
different solution, and the nickel-silver 
sandwich acts as a master from which pure 
nickel copies can be made. 

Norsam claims that the result of all this, 
a product it calls the HD-Rosetta disc, will 
be able to carry the equivalent of some 1.6m 
A4 pages, or 250 times as much as can be 
stored on a compact disc of equivalent size. 
The company also says that the cost of creat- 
ing large archives on its new discs will be 
about the same as doing it with micro- 
film—some 12 cents per A4 page. 

The reading machine that the company 
is developing to go along with the Rosetta 
disc is based on 1BM’s “near-field” optical 
microscope, which can see objects that are 
only five times larger than an individual 
atom. That may, of course, be superseded, 
but the discs will still be readable by what- 
ever souped-up magnifying glass future 
generations might invent. And unlike mag- 
netic-storage media such as tapes, they will 
be impervious to the electromagnetic ef- 
fects of nuclear weapons (which is why Los 
Alamos took an interest in the first place). 
So if there is a nuclear war in the future, 
subsequent historians should have good 
written records of what led to it. 





An old message from Rosetta 
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Sixth Roundtable with the Government of the Republic of Korea 
Seoul, June 22-24, 1998 


Join President Kim Dae-Jung, his ministers and senior business figures at this 
unique 3-day event — your opportunity to impact policy and help 
formulate a more favourable business environment in Korea. 


Emerging from its worst economic crisis since the Korean War, South Korea is now beginning 
its arduous task of recovery, under new leadership. The first elected opposition president, Mr Kim 
Dae-Jung, appears committed to carrying through a restructuring that will transform the business 
environment in Korea, likely to result in a more favourable investment climate for foreign firms. 


Through its unique interactive format, this Roundtable allows you to get to the heart of the issues 
facin your Korea business — a must for anyone operating in Korea today. 


e Business and government leaders primed for dialogue not speech-gtving 
e Extensive floor discussions + Focused workshops * A size conducive to asking probing questions 


In association with: Sponsored by: Official public relations partner: 


MARRE of EMC @©SGS FKi 


The Enterprise Storage Company 








Family name First name Corporate title 
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Please return by fax or mail to: 

Emma Worthington, Senior Manager, Conferences, The Economist Conferences, 
25/F Dah Sing Financial Centre, 108 Gloucester Road, Wanchai, Hong Kong The Economist 
Tel: (852) 2585 3844 Fax: (852) 2802 7669/7660 Email: emmaworthington@eiu.com 





Conferences 
For telephone enquiries, please contact: 
Emma Worthington on (852) 2585 3844, David Satterwhite on (81) 3 3289 5633 or Anthony Michell on (82) 2 335 7854 OGM 


Details of this and other upcoming events may be found by visiting our website: http:/Avww.economistconferences.com 
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There's an awful lot of 
pressure on Brazil 


Brazil will start the 1998 World Cup as reigning champions and favourites. 


rhe current team is 


F THERE is a Platonic ideal of a football 

team, the Brazilian side that won the 
World Cup in 1970 is undoubtedly it. Eric 
Cantona, a magnificent Gallic footballer, 
ynce remarked—“I refuse to accept that 
carlos Alberto's goal in the final was any 
ess beautiful than the poetry of the young 
Rimbaud.” It is certainly true that in the 
Mexico World Cup of 1970 the Brazilian 
eam played football with a mixture of skill, 
zace and adventure that has never quite 
yeen matched. 

Yet the memory of the 1970 side is both 
curse and a blessing for Brazilian soccer. It 
‘onfirmed the players’ reputation as the 
»re-eminent masters of football—but it also 
iet a standard that all subsequent teams 
iave struggled to match. It was 24 long 
rears before Brazil was to win the World 
Sup again, in the United States in 1994. In 
he intervening years the country 
»roduced some spectacular teams 
ind players, but glorious defeat 
eemed to be its lot. The sides that 
vent to the World Cups of 1982 and 
986 were hotly fancied, but they 
tad to settle for the dubious comfort 
hat the games that eliminated 
hem—against Italy in 1982 and 
'rance in 1986—were generally re- 
arded as the best ofthe tournament. 

By 1994 the Brazilians had had 
'"nough. It was time to reassert their 
upremacy—even if that meant tem- 
sering the casual flamboyance that 
iad been the trademark of the great 
970 side. The Brazilians had tradi- 
tonally made a distinction between 
utebol-forca, a game based on 
»ower and fitness and exemplified 
yy European sides like Germany, 
nd futebol-arte, the expressive and 
ndividualistic style which they had 
nade their own. 

In the 1970 side it had seemed as 
“each player, no matter his position, 
vas capable of the spectacular—Car- 
js Alberto, the scorer of the Rim- 
aud-like goal, was a left back. In 
394, however, brilliance was sacri- 
«ed for solidity. The midfield was 
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pressure not just to win, but to do it in style 


packed, European-style, with hard-tackling 
journeymen. The traditional Brazilian vir- 
tues were on display, but only in the front 
two players—Romario and Bebeto. The tac- 
tic seemed to be to contain opponents and 
then to rely on Romario in particular to 
win the game with a flash of brilliance. 

It worked. The Brazilians were once 
again crowned world champions. But for 
their ever fickle public back home, some- 
thing was not quite right. Where the 1970 
champions had devastated Italy in the fi- 
nal, winning 4-1, the 1994 vintage, playing 
Italy again, ground out a 0-0 draw. Victory 
was achieved only after a penalty shoot-out. 

Joy at success was mingled with a feel- 
ing that something essential to the Brazil- 
ian style had been sacrificed in the process. 
Nothing symbolised this more than the 
coach's failure to pick Ronaldo, then a gan- 





Pele's a hard act to follow 


gly 17-year-old striker who watched the 
tournament from the substitutes bench. 
For Brazil's fans, Ronaldo's very age evoked 
the golden years. The great Pele had made 
his debut in a World Cup at the age of 17 
and had carried Brazil to its first victory in 
1958. Pele's heir apparent was deemed too 
much ofa risk in 1994. 


Once more with feeling 


The Brazilian side that will begin the de- 
fence of its title on June 10th with a game 
against Scotland is under a new form of 
pressure. By winning in 1994 the Brazilians 
ended a run of failure that had been going 
on for too long. The task of the 1998 side is 
to retain the title, but to try to do it with the 
style of the great Brazilian teams of old. 

Mario Zagallo, the coach who led them 
in 1970, has been put back in charge of the 
team. This time, Ronaldo, now widely re- 
garded as the best player in the world, will 
be at the very centre of the side. Romario, 
the star of 1994, will play alongside him up 
front. But there are also once again creative 
and attacking players scattered throughout 
the rest of the team. After Ronaldo, the 
team's most feted player is Roberto Carlos, 
an attacking left back with a specialism in 
devastating free kicks. 

If the marketing men have anything to 
do with it, Brazil will certainly play 
and win in the samba style of 1970. 
The team is now sponsored by Nike, 
and advertisements featuring Ron- 
aldo and his light-footed colleagues 
are playing around the world. The 
team itself specialises in increas- 
ingly bizarre gestures of group soli- 
darity. Players have long taken the 
field holding hands; but in a recent 
tournament they all shaved their 
heads—it was not a pretty sight, and 
Nike has probably had a few words 
about it since. 

There is only one snag with Bra- 
zil’s plans to take France '98 by 
storm—the team has not been play- 
ing well of late. In the past year it has 
contrived to lose to such footballing 
minnows as the United States and 
Norway. The latter was a particularly 
ominous result because the Norwe- 
gians are in Brazil's qualifying group 
in France. In its last home game be- 
fore leaving for France, Brazil lost 
again—1-0 to arch-rival Argentina. 

Of course, excuses exist for these 
defeats. Key players were missing 
and it is hard to motivate players for 
friendlies. But the Brazilian newspa- 
pers, always near to hysteria when it 
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comes to footballing matters, are already in 
a lather of anxiety. Mr Zagallo, now aged 
66, is widely deemed not to be the man or 
the coach he was in 1970. Under intense 
pressure he has been more or less forced to 
take on Zico, a great player of the 1980s, as a 
sidekick. The team’s every move is followed 
anxiously. When its aeroplane took off for 


France, the event was covered live on Bra- 
zilian television. 

But one consolation remains for anx- 
ious Brazil fans, both at home and around 
the world. The great side of 1970 also ap- 
proached the World Cup in an atmosphere 
of recrimination and doubt. The rest, as 
they say, is history. 





The Cannes Film Festival 
Comeback time 


CANNES 


This year’s festival easily outshone last year’s lacklustre 50th anniversary 


O FESTIVAL can be all bad if it begins 

with a reptilian politico wowing 
Harlem and ends with a giant reptile 
trashing Brooklyn Bridge. Between Mike 
Nicols’s opening film, “Primary Colors”, 
and Roland Emmerich’s closing one, “God- 
zilla", neither of them in official compe- 
tition, the 51st Cannes festival more than 
made up for last year's disappointments. It 
screened more films; it awarded more 
prizes; and it attracted far more profes- 
sional buyers and sellers. 

This was comeback year for the festival, 
and it was comeback time too for many ac- 
claimed directors. Two British veterans 
made their mark early, each with a solid, 
well-made study of a flawed male central 
character in a flawed male world. In Ken 
Loach’s “My Name is Joe", the beguiling Pe- 
ter Mullan unanimously won the best actor 
award as a jobless ex-alcoholic torn be- 
tween new-found love and old, dangerous 
loyalties. John Boorman was named best 
director for "The General", lovingly shot in 
black-and-white, with Brendan Gleeson 
dominating Dublin's underworld as an 
evasive gang boss, all smiles and diffidence 
until he kneecaps a betrayer. 

Both films exude a rare sense of being in 
the hands of accomplished narrators. So, 
too, in a more introspective Gallic way, 
does “La Classe de Neige”, a film directed 
by Claude Miller, an assistant and admirer 
of the late Francois Truffaut. A petulant fa- 
ther insists on driving his over-protected 
son to a winter training camp. Once there, 
the audience gradually discovers his fam- 
ily’s appalling secrets, and why the boy is so 
tense. Mr Miller's cool handling of this edgy 
theme won him the Jury prize. 

He shared it with another analysis of a 
dysfunctional family: Thomas Vinterberg’s 
“The Celebration”. Here, relatives gather to 
celebrate a father’s birthday; but the 
speeches are lethally candid, and what 
seemed as if it might be an Ingmar 
Bergman-style comedy soon turns into 
Strindbergian bitterness. 

Some of the Cannes comeback kids 
made graceful, unobtrusive re-entries. One 
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was Nanni Moretti, whose short and bliss- 
ful “Aprile” was a footnote to his 1993 
“Caro Diario”. Another was Ingmar Berg- 
man, glimpsed himself as a mental patient 
in his charming fragment of meditation on 
theatre, cinema and mortality: “In the Pres- 
ence of a Clown”. 

There were plenty of surprises on 
awards night—but not, perhaps, for those 
who know Martin Scorsese, the president 
of this year's jury. A mind-numbing study 
of glam rock, “Velvet Goldmine”, won the 
prize for the best artistic contribution, al- 
though to some it seemed little more than a 
big-screen version of MTV. Hal Hartley's 
best scenario award for "Henry Fool", an- 
other simpleton-makes-good fable, seemed 
as much a surprise to its recipient as to his 
rivals; and when Roberto Benigni won the 
Grand Prix for his “La Vita e Bella", his 
manic antics—kissing all the jury and hug- 
ging all the women at least once—were so 
exhilarating that many were captivated 
against their better judgment. Mr Benigni 


In the can: awards for Régnier and Bouch 


is a potential comic genius; but this latest 
romp, in which he plays a Jewish father 
managing to persuade his son that a Nazi 
labour camp is a jolly holiday, is in the kind 
of implausible bad taste that only Mel 
Brooks seems able to exploit. 

The jury passed over several hallowed 
veterans of art-house films. Rolf de Heer, 
whose "Bad Boy Bubby" (1993) and “The 
Quiet Room" (1996) were already disturb- 
ing in their probing of abnormality, went 
even further with "Dance Me to My Song", 
written and performed by Heather Rose. 
whois confined to a wheelchair by congen- 
ital cerebral palsy. Shohei Imamura, a win- 
ner last year, was this year out of compe 
tition. Hou Hsiao-Hsien, another Cannes 
habitué, may have ruled his 
“Flowers of Shanghai" out oi 
the running by his open dis 
dain for western conventions 
of story-telling. 

There are always lapses a* 
Cannes, but in two respects a* 
least this year's jury sensed the 
mood of the meeting. It gave 
its best actress award jointly 
to two brilliant young per 
formers in a first feature bw 
Erick Zonca, “La Vie Révée des 
Anges”. One, born in Belgiums 
is cool and blonde and ups 
right: Natacha Régnier. The 
other, Elodie Bouchez, is 
short, plump, spontaneous 
and greedy for life. Togethe 
in Mr Zonca's film, they meet 
quarrel and play against eacM 
other with great zest. 

Their prize was long ex 
wi | pected. Less so was the jury's fil 
SE nal award, the Golden Palm 
which went to a fine anc 
stealthy film that crept up om 
festival-goers on the very last day. This wa 
Theo Angelopoulos's “Eternity and a Day” 
As an elegiac portrait of a writer, widowec 
and lonely because his daughter has a test" 
husband, this is a gem. The man must ge 
into hospital, perhaps for the last time 
Then he meets an Albanian refugee, and hi 
perspectives change. "Eternity and a Day 
is the sort of film that makes Cannes wortli 
coming back for. 





Australia as a film location 


Wallaby-wood 


SYDNEY 


UPERT MURDOCH did not attend the 
opening of Fox Studios Australia at the 
beginning of this month, but that did now 
free the event from the controversy thas 
usually follows the mogul's ventures these 
days. An offshoot of Twentieth Centură 
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Fox, the Hollywood studio that Mr Mur- 
doch owns, this latest venture in the ex-Aus- 
tralian’s ever-expanding media empire 
claims to be the biggest custom-built movie 
studio outside Los Angeles. The studio, 
however, sits on prime public land in the 
centre of Sydney, Australia’s largest city. 

For most of this century, the site has 
been home to an Australian institution 
known as the Royal Easter Show, an exhi- 
bition of the country’s rural wealth. When 
the show’s organisers announced three 
years ago that they were moving it to new 
premises, many were excited by the pros- 
pect of the land returning to public owner- 
ship and being turned into a park. 

Mr Murdoch puta stop to that. In strik- 
ing a deal with the government of New 
South Wales that let him take over most of 
the 29-hectare(72-acre) site and build a film 
studio, he even persuaded the state govern- 
ment to kick in A$32m ($20m) to restore the 
land’s run-down infrastructure. The courts 
ruled against rich local residents who chal- 
lenged the deal, which they described as a 
“hijack” and “land theft”. Nonetheless, the 
row was enough to persuade Fox to restore 
several historic buildings during the con- 
struction of six sound stages, and to drop 
plans to build a Hollywood-style theme 
park on the site as well. 

Most films made at the studio will be 
big-budget Hollywood features that would 
cost their producers at least one-third more 





Australia’s Northern Territory can look a lot like others’ territory 


to make in the United States. The studio 
bosses in Los Angeles will still be able to 
watch daily “rushes”. They will be sent in- 
stantaneously on the Internet to wipe out 
the delay of a trans-Pacific flight. 

The studio’s opening is the latest event 
in a trend that has seen Australia emerge as 
a favourite place for Hollywood producers. 
They are drawn by cheaper costs, more flex- 
ible labour, reliable weather and a wide va- 


Not what, but to whom, where and how 





SOME people think, 
| and they may be right, 
Jo that you'd make a good 
mayor for London. And 
what, asks a reporter from a London 
daily, do you think of the better-known 
hopefuls? You reply—or at least are re- 
ported as replying—that "they're all pretty 
boring white men, and they're older". 
| They are, are they? (Actually no: one is 
| à woman, and at least two of the others 
| lively enough, but let that pass.) Johnson 
| would gladly vote for an unboring, non- 
| white, female and younger candidate, 
| 
| 





someone like the speaker of these re- 
marks—but not for anyone, of whatever 
description, who manages to pack rac- 
ism, sexism and ageism simultaneously 
into a single sentence. 
| But is Johnson right? Not as a voter, 
| but linguistically: here, if ever, is a dem- 
| onstration that language is a slippery 
beast, its "real" nature deeply dependent 
on its context —who was talking or writ- 
ing to whom, in what circumstances 
| and—maybe-for what further audience. 
| The speaker we've met; let's add that 
| she is not a politician. She was lunching 


with the reporter, who was, you may guess 
correctly, a woman: no man nowadays 
would dare to write, relevantly or not, 
that the might-be mayor 

wears à sober, businesslike jacket, but her out- 

fit tapers into a tiny, frilly skirt. 
Already the picture is blurring: one may 
say over a friendly lunch, even to a re- 
porter, what one would not and should 
notsayon the hustings. (And do not count 
that as a crime; at worst, it is hypocrisy. It 
is better, it really is, to be a closet anti- 
something than an open one.) 

The London newspaper was the 
Guardian, usually a pillar of political cor- 
rectness. But not, as is plain, toward every 
group of potential insultees. One can 
doubt that its journalists even noticed 
what they were publishing, as they cer- 
tainly would were someone to imply that 
being, say, fat, or gay, or Somali or a sup- 
porter of Manchester United, was ipso 
facto a fault. One can wonder equally 
how many readers noticed; the Guardian 
world is a place of its own—just as, each in 
its way, are those of The Economist, the 
Scotsman, the Horse and Hound or any 
rugby-club locker-room. 


pl "Lc. 
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riety of outdoor locations. North Queens- 
land is the biggest magnet. 

Since 1991, film making and tourism 
have revived Port Douglas, a quaint former 
sugar and gold town, from near-death. Its 
rainforests and beaches have doubled as 
backdrops for Vietnam, Central America 
and fantasy islands in the Pacific. Its 3,000 
citizens have become blasé after hosting 
stars such as Marlon Brando, Val Kilmer, 


The issue for language is whether 
what is said in any of these contexts car- 
ries the same charge outside it. Often the 
answer is no. To say, in The Economist, 
that some policy *defies market forces" 
implies a weight of blame; in a left-wing 
paper it might well imply “and about 
time too". The language of the locker- 
room does not mean that every man us- 
ing it there regards every woman as a po- 
tential lay; used outside, it might. 

That is no cover-all justification. The 
routine, unconscious use of derogatory 
language leads easily to worse. You will 
find mild anti-Semitism widespread in 
the middle-brow writing of many coun- 
tries early in this century. It looks harm- 
less enough, it killed nobody. But that was 
not how it ended. Political correctness has 
its faults, but it has never done the evil 
caused by incorrectness. 

Both sides of that argument, though, 
have to admit that circumstances alter 
cases. Language can show anti-white rac- 
ism as it can anti-black. It can be anti- 
men, as it can be anti-women. The differ- 
ence is that no white or male, in Britain, is 
likely to suffer a damn from it; many 
blacks and women have. If our might-be 
mayor gets as far as the ballot paper, John- 
son's vote is still there to be won. 


—————————————————————M M] 
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Glenn Close and Sean Penn. Further south, 
a studio on Queensland's Gold Coast, built 
in 1988 by Dino de Laurentiis, a Hollywood 
producer, churns out international televi- 
sion product for its joint proprietors: Vil- 
lage Roadshow, an Australian distributor, 
and Warner Brothers. 

The new Fox studio in Sydney says its 
sound stages are fully booked until 2002. 
Kim Williams, the Australian chief execu 
tive of the studio, brags that Australia will 
emerge early in the next century as the 
main base outside the United States for the 
production of English language films. And 
according to Herbert Pinter, an Australian 
production designer who has built sets of 
Panama and Sumatra outside Port Douglas 
in Queensland, “The Americans call Aus- 
tralians ‘Mexicans with mobiles’ these 
days. They treat us really as a third-world 
country, because we're cheap, but we also 
have the technical skills.” 

There's the rub. The arrival of Holly- 
wood Down Under has been a boon for 
Australian crews, but it has left the makers 
of low-budget domestic films complaining 
that they are being pushed aside in the 
rush. If so, they are merely reaping the re- 
wards of an Australian success story. 





Jazz singers 


Scatty delight 


THE JAZZ SINGERS: A SMITHSONIAN COLLEC- 
TION OF JAZZ VOCALS FROM 1919-1994. The 
Smithsonian Collection of Recordings; 
$69.98 


RADITIONALLY, vocalists have been 

the Cinderellas of jazz. Instrumentalists 
often accept them only grudgingly, since 
the measure of jazz distinction is the im- 
provised solo, when a player throws cau- 
tion to the winds, fashioning his own varia- 
tions on a song while leaving the original 
melody far behind. But a singer's expressive 
potential seems confined to those very mel- 
odies. The only improvisatory option may 
be scat-singing, using ooby-dooby syllables 
like a quasi-horn. 

One of the virtues of Robert O'Meally's 
splendid compilation "The Jazz Singers" is 
that it addresses exactly these prejudices. In 
the notes accompanying the five-cp set, Mr 
O'Meally considers the special qualities 
that vocalists bring to jazz, which in his 
view actually place them at the centre of the 
music. After all, many of the key elements 
that fostered jazz in the beginning were vo- 
cal—the blues, spirituals and work songs 
among them. 

For players, the distinctive sound of 
jazz has derived not from acquiring a con- 
ventional classical technique on an instru- 
ment, but from emulating the spontaneous 
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twists and turns of an impassioned voice. 
Even now, jazz musicians describe their art 
in vocal terms. The essence of a true jazz so- 
nority is its "cry". It must be personal and 
individual; as a jazzman put it, "Everyone 
must know your voice". Similarly, an effec- 
tive solo is one that "says something". 

Conversely, as Mr O'Meally points out, 
the best jazz singers use their voices like in- 
strumentalists. The great Billie Holiday 
said she thought of herself as a horn when 
she delivered a tune, reshaping melody 
and words to increase their impact. Indeed, 
to Mr O'Meally, jazz consists of "voice-like 
horns and horn-ike voices", and he finally 
insists that in terms of effect, jazz vocalists 
may have the edge over musicians—that the 
singing voice may be "jazzs most 
articulately expressive, subtly flexible and 
hard-swinging instrument". 

His compilation may tempt some lis- 
teners to agree with him. A professor of lit- 
erature at Columbia University, he intends 
it as a kind of “seminar” to encourage new 
perspectives, with a list of selections *more 
provocative than definitive". Certain pur- 
ists may raise their eyebrows at the inclu- 
sion ofthe likes of Marvin Gaye and Aretha 
Franklin, but the influences they share with 
the jazz mainstream give them credibility, 
and no one will disagree with the bulk of 
the stars represented. 

Fittingly, Louis Armstrong appears 
more than anyone else, on seven tracks, an 
accurate index of his seminal importance 
as both singer and player. Second in fre- 
quency comes Billie Holiday, in both her 
early "sing and swing" guise and later per- 
sona as tragic chanteuse. The two perfor- 
mances by Bessie Smith may puzzle devo- 
tees—both come from her somewhat rough- 
voiced sessions in the 19305, instead of her 
majestic work in the 1920s. 


Billie Holiday's **cry" came from the heart 


But for artistic scope and sheer enter- 
tainment, the set is a delight. It is also fair, 
balanced and comprehensive. Though jazz 
fans are always prone to deplore the omis- 
sion of personal favourites, the most obvi- 
ous gap in Mr O'Meally's assortment is not 
his fault: Ray Charless managers appar- 
ently refused permission for his work to be 
included. For the rest, older connoisseurs 
may only regret the absence of the smoky- 
voiced Lee Wiley, who created some effort- 
less masterpieces with Eddie Condon's dix- 
ieland circle. 

Mr O'Meally's sense of category is as 
finely tuned as his instinct for good sing- 
ing. Ranging from 1919 to 1994, the set is 
divided into sections on the blues, church 
roots, party songs, standard tunes (slow 
and up-tempo), jazz originals, scat-singing 
and novelties, though the compiler ac- 
knowledges that many of his pieces overlap 
their pigeonholes. Here are the pleasures 
any jazz lover would expect—elegant scat- 
ting from Ella Fitzgerald, an incomparably 
rich Ellington ballad by Sarah Vaughan, 
and Jimmy Rushing shouting the blues. 

But there is special pleasure in the unex- 
pected. Bandleader Don Redman, in 1931, 
half-talks his own “Shakin’ the African” 
with a hip panache which makes today's 
rappers seem mechanical, manic and obvi- 
ous; the nonpareil tenor saxophonist Lester 
Young makes an amiably salacious, one-off 
appearance as a vocalist. 

Most daringly, there is a performance 
by another tenor giant, Ben Webster, which 
is strictly speaking not a vocal at all, but a 
recording of Webster rehearsing a big band 
in one of his own compositions. As he ex- 
horts the musicians, Webster scats, sings, 
preaches and cajoles, delivering a pure ob- 
ject lesson in the inventiveness and pas- 
sion of the jazz voice. 
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Telford Taylor 


T THE trials held in Nurem- 
berg after the second world 
war of Germans accused of war 
crimes, Telford Taylor was allo- 
cated the task of prosecuting the 
“general staff and high com- 
mand”, in effect the senior offi- 
cers of the German army. It was 
perhaps the most difficult of 
prosecution briefs at Nurem- 
berg. Even among the victors 
there was some doubt about the 
wisdom of accusing the army of 
being a criminal organisation, 
on a par with the Nazi gang. 

However, the Americans, 
who virtually ran the Nurem- 
berg trials, were convinced that 
the army had a case to answer. 
Mr Taylor was their champion, 
and much was expected of him, 
not only to nail the German 
army, but to give a boost to the 
American prosecution, which 
had made a mess of earlier 
proceedings. 

Mr Taylor set out to dispel 
the notion that the German 
army was “simon-pure and gen- 
tlemanly". There was, he said, 
nothing criminal in being a sol- 
dier but “a man who commits 
crimes cannot plead as a de- 
fence that he committed them in 
uniform.” The extermination 
squads that followed the Ger- 
man advance were given sup- 
port by the army. The generals 
worked with Hitler in his objec- 
tives of “aggrandising Germany by threat of force or force itself”. 

Mr Taylor said that the “gas chambers, mountains of corpses, 
human-skin lampshades, shrunken skulls, freezing experiments 
and bank vaults filled with gold teeth" were the “poisoned fruit" 
of the tree of German militarism. He dismissed the generals’ de- 
fence that they were simply obeying orders from the head of 
state. They were capable of exercising moral judgment on their 
own behalf. 


A disgrace to arms 


It was a masterly presentation, said John and Ann Tusa in their 
book “The Nuremberg Trial” (1983), from which these quotes 
have been taken. His calm manner, his respect for the defence 
lawyers, helped to persuade doubters that this was not a kanga- 
roo court with a foregone verdict. In fact the judges declined to 
call the German army a criminal organisation but said its offi- 
cers were “a disgrace to the honourable profession of arms”, and 
that a number should go on trial for their “shocking” crimes. 
Some did and received heavy sentences. Telford Taylor was 
made chief prosecutor in subsequent war crimes trials, replac- 
ing Robert Jackson, who was under a cloud for having been out- 
witted in his questioning of Hermann Goering. Through Mr 
Taylor's prosecutions of doctors who carried out experiments in 
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Telford Taylor, Nuremberg’s voice of 
retribution, died on May 23rd, aged 90 


the camps, of industrialists who 
employed slave labour, the 
world heard of the worst deprav- 
ities of human behaviour. For 
Mr Taylor it was the start of a 
long career in human rights. 

Before going to war (rising to 
brigadier general) he had 
worked for the American gov- 
ernment as a lawyer, an enthusi- 
astic supporter of Franklin Roo- 
sevelt’s New Deal. He gave legal 
advice to a number of agencies 
set up by Roosevelt to “protect 
the public interest", mainly by 
encouraging competition. In the 
1950s, when Mr Taylor had re- 
turned to civilian life as a lawyer 
in private practice and as a lec- 
turer in law at a number of uni- 
versities, he became alarmed by 
the activities of Senator Joseph 
McCarthy. The senator was also 
claiming to protect the public 
interest by asserting that Amer- 
ica ‘was riddled with commu- 
nists, who had penetrated gov- 
ernment at a high level. 

It seemed to Mr Taylor that 
McCarthy's unsubstantiated ac- 
cusations echoed the techniques 
of Nazi Germany, and might be 
unconstitutional. His book 
“Grand Inquest”, published in 
1955, is regarded as one of the 
best challenges to McCarthy's 
methods. In it, he traced back the 
history of congressional investi- 
gations to the 18th century (he 
was himself descended from early settlers in Massachusetts). The 
book was probably the most influential of the nine he wrote. 

Few people these days regard McCarthyism as much more 
than an unfortunate blip in an otherwise decent society. But 
questions posed by the Vietnam war still disturb America. Mr 
Taylor was opposed to America's involvement in Vietnam. War 
was a crime against peace, he said. The Nuremberg trials had 
given such crimes legal standing. Vietnam also produced its 
atrocities, and these raised questions of whether an “honour- 
able" war is possible. However, although not all Americans will 
agree with the notion of outlawing war, there is mostly approval 
for Mr Taylor's premise that “there are some universal standards 
ofhuman behaviour that transcend the duty of obedience to na- 
tional laws." 

A consequence of this view is that there is a United Nations 
tribunal in The Hague dealing with war crimes in Bosnia, and 
another in Tanzania to try those accused of crimes in Rwanda. 
The International Committee of the Red Cross is calling for a 
permanent "effective international criminal court" to be set up. 
The rules of the conduct of war continue to be widely violated, it 
says sadly. One thing, though, has changed. The defence of *only 
acting under orders" is now a joke, if a black one. Telford Taylor 
was responsible for that. 
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The Oxford 
Advanced 


Management 
Programme 


Presents a global overview of the business enterprise and its strategic challenges, Oxford’ s 
tour-week AMP provides a unique opportunity to stand back and pursue your own learning 
agenda, assisted by a top class team of individual tutors and in the company of some of the 
most international and high calibre senior executives. 
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21 June - 19 July; 27 September - 25 October 1998 






Return to Maureen Campbell, Templeton College, Oxford, OXI 5NY, UK 






Please send details of: 







| | The Oxford Advanced Management Programme 
The Oxford MBA 










Name: _ Address: — 
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Tel: Fax: Email: 
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Tel: +44 (0)1865 422771; Fax: +44 (0)1865 422501 
Email: amp templeton.oxford.ac.uk; Internet: http://www.templeton.ox.ac.uk 
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, UNIVERSITY OF SALFORD 
} E MA in Politics and Contemporary History 
rrot | year full-time, 2 years part-time; also Diploma 
Modules offered include: The Transformation of Postwar Europe; Ethnicity and 
Nationalism in Eastern Europe; New Labour: The Crisis and Transformation of the British Left 
MA in Contemporary European Studies 
| year full-time, 2 years part-time; also Diploma 
Modules offered include: European Democratization, Past and Present; the Political Economy of 
Europe. There is also a wide range of foreign-language options. 


Phone: 0161-295-5786; fax: 0161-295-5077; e-mail: E.J.Smith(a pch.salford.ac.uk 


M O- MFTO EF Lk 


School of Law e Locke School of Management e Franklin 
School of Social Sciences e Churchill School of History & Government 
Dag Hammarskjold School of Diplomacy & International Relations 
Kennedy School of Criminal Justice e Tocqueville School of 
Educational Policy & Leadership e King's College & Seminary 


World Class 


A 
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AD MEW 
a1.7475 fea. 
MOT 
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Bachelors e Masters e Doctoral e Juris Doctor 
Prestigious Distance Learning Programs e Credentialization of Experiential 
Learning Achievements. Accredited and Approved. 
Monticello Education Foundation e (913) 661-9977 
(913) 661-9414 Fax « emallc@msn.com e www.monticello.edu 
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MSc TRADE, TRANSPORT & FINANCE 
MSc SHIPPING, TRADE & FINANCE 


"Producing tbe international 
business executive" 


€ 


THE UNIVERSITY 
OF BIRMINGHAM 


INSTITUTE FOR GERMAN STUDIES 


POSTGRADUATE RESEARCH OPPORTUNITIES 
IN THE POLITICS, ECONOMICS, HISTORY AND 
CULTURE OF CONTEMPORARY GERMANY 


The Institute for German Studies has the most extensive postgraduate 
programme in the study of contemporary Germany in the UK, with, currently, 
44 postgraduate students. With an interdisciplinary team of seven 
research-active staff, it offers a number of excellent opportunities for 
postgraduate study and research: 


Bring us your brainpower and we'll lead you to an 
international business career in banking, finance, 
international trade and transport or stockbroking. 


Hard to believe? Not if you know our 750 graduates 
in more than 70 countries worldwide, all highly 
successful. One you may know is Stelios Haji-lanniou, 
founder Chairman of no-frills airline, easyJet. 





Don't think it'll be easy. Our 14-month course is 
intensive and demanding, pulling in practitioners 
from the City of London as well as our own City 

Experts, many with international reputations. So, if 
you are ready for the City challenge, get in touch. 


CITY UNIVERSITY 


The British business school located 
in an international financial centre 


* The Institute is offering three Volkswagen Foundation PhD Scholarships 
(including fees, maintenance, travel budget, and research placement in 
Germany) in the areas of: 


Germany's Relations with Central and Eastern Europe 
Germany and the European Union 
Economic Governance in Germany 


* |n addition, applications are welcome for PhD Scholarships in any field of 
the politics, intemational relations, economics, post war history, and culture 
of contemporary Germany. These scholarships include fees, maintenance 
and a travel budget. 


* The Institute is also offering a Thyssen Foundation Scholarship in the 
field of applied economics. 


FIND OUT MORE 


* The Institute offers a Research Training Masters in Contemporary Open Day Business School 12 June '98 


German Studies (MPhil-B) which, if completed successfully, can be 
considered equivalent to the first year of PhD study. 





For more information call us: 


Course details +44 (0)171 477 8606/7 
Executive education +44 (0)171 477 8710 
Press enquiries +44 (0)171 477 8721 


* The Institute contributes a specialist MA pathway on Contemporary 
Germany to the University's MA programme in European Studies, 
including core courses on Germany and Europe, and German Unification, 
a range of options, plus dissertation. 


* Individually tailored training in the German language for otherwise well- 
qualified candidates lacking a high level of German. 


Applications are invited from candidates holding or expecting to obtain at 
least an Upper Second in a relevant subject. Applications should be 
submitted by 26 June 1998. 


For application forms and further particulars, please contact Ms Fraya 
Grant, Institute for German Studies, The University of Birmingham, 
Edgbaston, Birmingham B15 2TT, telephone 0121 414 7185, fax 0121 
414 7329, (e-mail: F.Grant@bham.ac.uk). Institute Homepage 
(http:/www.bham.ac.uk/IGS/), 


City University Business School 
Frobisher Crescent 
Barbican Centre 


University London EC2Y 8HB 
BUSINESS SCHOOL http://www.city.ac.uk/cubs 


TEACHING AND RESEARCH EXCELLENCE IN LONDON 
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INSTITUTES 


the only program developed by Treasurers for Treasury Executives 






A senior-level finance curriculum shaped by corporate 
treasurers and conducted by top-rated 
University of Michigan Business School faculty. 


TECHNOLOGY 
RESOURCES 
MANAGEMENT 


July 19-22, 1998 
University of Michigan Business School 
Executive Education Center, Ann Arbor 


NWI OGY 


ternational 
versity 


in Germany 






The International University in Germany offers a 
unique prograrn, tailored to the requirements of 


the information age: THE PRACTICAL APPLICATION OF THEORY 


IN AN INNOVATIVE LEARNING ENVIRONMENT 
^ High caliber peer group exchange - Dynamic, 
interactive format - One-on-one faculty involvement 


e Instruction entirely taught in English by an wr 
international faculty. aes 
e Student-to-teacher ratio of 3:1. 

è Close cooperation with partner companies 

e Exchange agreements with universities worldwide. 


| The Internationa! University in Germany is the first A partnership between the University 





German university that has adopted the American  |nternational of Michigan Business School and 

university system and that focuses on Information Uni : he Treasury M 3 Vines 

Technology and Business Administration. University the Ireasury MPRUMDEIBEHE Assomation, = See 
The campus is conveniently located in Bruchsal,a in Germany the world's leading treasury organization. 

small Baroque town, between Heidelberg and the — PF 1550 

Black Forest. D-76605 Bruchsal Phone: 734-763-1000 Fax: 734-763-9467 


Join the International University in Germany and 
experience the future of higher education today 
Apply now! 





And how can you be sure of a quality 
MBA? And what if you move country or 
change job? 

We'll 


Information Evenings across Europe. You 


have some answers at our 
can meet experienced tutors and advisors 
of the Open University Business School, 
discuss your own needs and identify the 
most appropriate study options. 


You can also take a close look at our 
award-winning multimedia materials, 


90 


Tel. + 49 - 711-2229 13 13 
Fax + 49-711- 2229 1320 
info@i-u.de 
httoy/Awww.i-u.de 


(Area code recently changed from 313) 


E-mail: um.exec.ed@umich.edu Web: www.tma-net.org/ti.html 


BUSINESSISCHOOL 


“Where will | find time for an MBA?” 


Information evening locations 


Amsterdam 
Brussels 
Düsseldorf 
Frankfurt 


Geneva 


Hamburg 


Lisbon 
Lucca 
Madrid 
Milan 
Munich 


Rome 
Strasbourg 
The Hague 

Toulouse 

Vienna 

Zürich 





which draw on the unrivalled expertise 
of the Open University, Britain's largest 
university. 


We look forward to meeting you at one 
of the locations shown. 


For details, please contact our European 
Co-ordination Centre quoting code 
BCWE8G. Tel +32 2 644 33 72. 
Fax: 432 2 644 33 68. 
c.beasley@open.ac.uk or visit our website 
at http://oubs.open.ac.uk 


E-mail: 
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COURSES 


WITH $ YEAR REFUND GUARANTEE 
A Dip TEFL, MBA or PhD by distance iearing Me expenence’ 
honorary award from $450 Impossible? Learn about ! 600* 


Save tme & money. Before enroling ANYWHERE. gel his 
essential information. +Free CV / Life Exp evaluation offer 


Emal bguide@kimba.net or Fax +662 634 7565 
d P quic IASA NS! 
3 Rd (E E 


UE 


Alised a 


1115, 28009 Madrid (Spain)! The Cifficedf Admissias Tel *4121 963 7404 
3 1176 | Fax «34 91 401 0673. | Hotel Institute Montreux Fac +4121 9638016 
E-mail: aliseda@correo.com| | 15 Avenue des Alpes Emal himfhumch 
epu 1820C Montreux Switzerland: httpolwww him ch 


$ g «Switzerland 


. Swiss & US Diplomas 





-Bachelor’s Degree 
-MBA, MS, MA 
* Paid Swiss & US internships 












hito://www.chester es/aliseda 


Tigi: effective courses 


BBA Bachelor of Business Administration 
MBA Master of Business Administration 


BBA: four-year undergraduate degree (full-time) starting October or March 


one or two-yeor groduate ee [evening classes) starting Oc January or 
April. Concenirotion] -In s aed v aiia Concentration? SIR Tax Planning 


Strong, academic c Jed of study plus practical raini ] including, yearly in fe 
interalups orrong ncergrpauates. Career agnos and placement, follow-up 
training. USA/Europe student exchonge programs; ane er opportunities wo 


THE NU pu BUSINESS LM LESS 
Astur rom 


the University of Wales, U 
Va: S par Py re with: MON Daivari. Atlanta, USA 
SITEA Avenue Marnix, 20 


B-1000 Brussels - BELGIUM 


Phone: +32-2-548 04 80 
Fax: +32-2-548 04 89 
E-mail: info@ubi.edu - http: //www.ubi.edu 


UNIVERSITY DEGREE 


For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 
utilizing your Ife and work experience. m equivalent credits are 









Match your 
position with a given for your: Job, military, —" training, Industrial 


courses, seminars and business experience. 
legal degree | We accept college credits no matter when taken. 


and Our graduates are recognized for their achie vements in business and 
transcripts industry. We will assist you in completing your degree requirements 
at your own pace through home study. 


"As you know Send/tax detailed resurne for a NO COST evaluation. 


ve pap aber Pacific Western University 

Fish ine Gest 1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 

teacher... But 1-(808) 597-1909 

degrees open CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 
doors. Fax: (310) 471-6456 E-Mail: admissions? pwu.com 


http:/Awww.pwu-hi.edu 





“UNIVERSITY WITHOUT 
WALLS IN SWITZERLAND” 


NOW YOU CAN APPLY TO OUR UNIVERSITY FOR THE 
DISTANCE LEARNING QUALIFIED PROGRAM. 
YOU CAN OBTAIN ONE OF THE FOLLOWING DEGREES: 


* BACHELOR IN BUSINESS ADMINISTRATION (B.B A) 

* BACHELOR OF SCIENCE OF LAW (B.S.L) 

* MASTER OF BUSINESS ADMINISTRATION (M B.A) 

e MASTER OF LAWS (L.L.M) 

* DOCTORATE IN BUSINESS ADMINISTRATION (PH.D. 
e DOCTORATE IN JURISPRUDENCE (J.D. ) 


Robert 
Kennedy 
University 


It is now time to start, our Swiss university is the only onc offering you all these 
programs. Students can maintain 24 hour a day contact with our tutors, by 
telephone, fax or Internet. We give credits for work, life and business experience. 
For immediate start, or any morc frec information contact us now: 


- ROBERT KENNEDY UNIVERSITY - WTC - LEUTSCHENBACHSTRASSE 95 
- 8050 ZURICH, SWITZERLAND TELEPHONE: 41-1-308 3908 
TELEFAX: «41-1-308 3500 INTERNET: WWWKENNEDYUNIVERSITY.COM 
E-MAIL: ADMISSION@ KENNEDYUNIVERSITY.COM 
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FRENCH IN PARIS 




















Centre Opéra 
* Full immersion 
* For company personnel 
Réseau * Tailored. one-to-one courses 
* Centre located next to Opéra 


TEL +33 1 48 01 61 46 


INTERNET rlc.paris&? wanadoo.fr 


















Teaching French to adults for 28 years 


INSTITUT DE FRANCAIS 


Overlooking the Riviera's most beautiful bay 


AN INTENSIVE AND PLEASURABLE 
TOTAL IMMERSION PROGRAM 


8'5 hrs a day with 2 meals. — 8 levels : Beg. I to Adv. I 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next 2-4 week course starts 29 June, 3 Aug. and all year 
06230 Villefranche /Mer EC21, France. Tel 493 01 88 44 Fax 493 76 92 17 


EA LASALLE 


UNIVERSITY 


Unlock Tomorrow's Potential Today 


Distance Education Programs * No Residency Required 
Bachelors * Masters * Doctorate 


Arts & Sciences * Business * Education 
Engineering & Computer Science 


Credit for Work c Life Experience 
1-504-626-8904 Fax 1-504-624-2962 


http://www.distance.edu 
620 Lotus Drive North * Dept. 136 * Mandeville, LA 70471 
LASALLE EDUCATION CORPORATION 


UNIVERSITY OF LONDON 


DISTANCE LEARNING PROGRAMMES 





e Centre for International 
Education in Economics 
E @ Postgraduate Diploma in Economic Principles 
Tow Que @ MSc in Financial Economics 
—Ó— @ MSc in Financial Management 


€ MSc in Development Finance 


If you are interested in a postgraduate qualification 
BUT can't spare time away from work or home, our award winning 
programmes offer you: 


world-class education without interruption to your career 
specially designed, fully comprehensive materials 

high quality tutorial support 

registration anywhere in the world for up to 5 years 


For a brochure, write to the Centre Secretary, CIEE, SOAS, 
University of London, Thornhaugh Street, London WC1H OXG. 
For further information about our programmes, 
please telephone « 44 171 323 6342 
Centre Tel: + 44 171 323 6366 (24 hours) Fax: + 44 171 637 7075 
Email : CIEEUOL G SOAS.ac.uk Quote reference Econ/5/98 
Web page: http://www.soas.ac.uk/Centres/CIEE/ 
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Firs! name Mr/Ms/Other 
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Be a part of the 
energy tuture 


Business Development/ 
Commercial Managers 


Asia Pacific * Eurasia * 
Latin America * Europe 


Cambridge Energy 
Research Associates 
(CERA) is a leading 
global research 


and consulting firm 
specializing in energu 
markets, trends, and 
strategies—serving 
senior executives [rom 
the oil, natural gas, 
and electric power 
industries. 


Knowledge of region/energy industry, 
interest in representing intellectual 
products at high levels, and 4-6 years 
of related experience required. You 
will be accountable for planning and 
implementation of regional growth 
strategies; representing CERA's 
services to clients and prospects, 
and managing corporate accounts 


Send resume to: Judy Gideonse, CERA 
20 University Rd., Cambridge, MA, 02138 
or fax (617) 497-0423. www.cera.com 


[cP RSitants institute 


Learn how easy it 1s to become a Certified 
Professional Consultant (CPC) in your 
own field. Write for free catalogue 


The Consultants Institute 


Dept EG, 30466 Prince William Street, Princess Anne. 
MD 21853 USA Fax: (410)65] 4885 


(CERA is an 
equal opportunity 
employer.) 


COURSES 


BaCHELORS-MASTERS-PH.D. 
Credit for work experience * No classroom 
attendance * Accelerated degree programs 

Send Resume for no cost evaluation 


ashington Univers ity 


PO. Box 1138 + Bryn Mawr, PA 19010 
Fax: 610-527-1008 * E-mail: washuniv@op.net 


































Earn Your Degree Now! 
BS, MA, MBA, Ph.D. 


Send resume for no-cost evaluation or fax 


505) 889-2750 












MBA dodi nc learning 


LLM by research 


Please contact us for Open Days 
SEMS, UNIVERSITY OF SURREY 
Guildford, Surrey GU2 5XH 


Tel: 01483 259347 Fax: 01483 259511. - 
E-Mail: sems @ surrey.ac.uk 4 







THE LONDON CENTRE 
OF INTERNATIONAL 
RELATIONS 
NOW OFFERS THE FOLLOWING; 
MA in International Relations 


MA in International Relations 
and European Studies 












O sior @ 







*NEW FOR OCTOBER: YOUR FUTURE 

*MA in International Conflict 

Analysis “CESAR RITZ" COLLEGES offer study 

Full-time and Part-time (evening) and paid work experience on three 
continents in 2-year Hotel 

study Management Diploma Programs 






October and February Admission 
MPhil and PhD degrees. 






INTERNATIONAL COLLEGE OF 










i HOSPITALITY ADMINISTRATION, 
For further details please contact: sn 
a Centre of International : in er omis "nv 
(University of Kent eens Pan ot Ars- 
11 Kingsway Administration (Washington State 
London WC2B 6YE University at ICHA, Brig) 
Telephone: +44 (0)171 565-6836 I year PGD + MBA (hospitality) Program 





Fax: 0171 565-6827 
E-Mail: LCIR@ukc.ac.uk 


LCIR 


UNIVERSITY OF KENT 


5 
AT CANTERBURY BENE Phone («41) 24 482 88 B8 or 482 82 82 


Fax (+41) 24 482 88 99 
E-mail: 





Excellence in Higher Education at 
Britain's European University 
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Do you feel the need for new challenges and opportunities? If you're 
a global senior executive, over 40 years old and accustomed to a | 
+100K annual salary, we can be the answer to your next jump on the 
ladder of success. At Resume Broadcast International, our dedicated 
team assists you in your professional search from start to finish - as 
a matter of fact we're here for you 24 hours a day, 365 days a year. 
Opportunity is only a phone call away at Tel: (909) 866-4213, Fax: 
(909) 866-4244 or E-mail: 102224.3306@compuserve.com 


Resume . 
Broadcast C 
Intennatigngl 





DO YOU FEEL LIKE YOUR CORPORATE 
LADDER HAS RUN OUT OF RUNGS? 











Resume Broadcast International 

PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Tel: *1 (909) 866 4213, Fax: *1 (909) 866 4244 

Email: 1022243306 @compuserve.com 





ESSENTIAL READING 


A new specialist title from The Economist Group, CFO Asia is set 
to become essential reading for Asia's financial elite. Initially 
published ten times a year, it will be targeted at the Chief 
Financial Officers of Asia's top companies. We are now assembling 
the team who will tackle this exacting brief. 


Editor 

Sharing the Economist's high editorial standards, and with à 
strong background in Asian corporate and financial reporting, 
you will lead a small, in-house team, working to tight deadlines. 
You will have a broad vision of the finance function Asia-wide 


and preferably some launch experience. 


Deputy Editor 
You will need many of the qualities listed above, plus hands- 
on production experience, QuarkXpress expertise and some 


sub-editing experience. 


Senior Writer 

Considerable business and financial reporting experience 1s 
required and you'll ideally have knowledge of either IT or tax 
and accounting issues. Naturally, you'll write clean copy to tight 
monthly deadlines, and have professional experience throughout 
the Asia-Pacific region. 


Together this team will determine the success of our new 
launch, so the rewards reflect our desire to recruit the very best. 
All of these roles require a high level of PC literacy, a willingness 
to travel within the region, and an ability and desire to perform 
as a team-player. Fluency in English is also essential. 


If you're interested in applying for any of the above positions, 
please send a covering letter and cv, stating your salary expectations 
and which post you are interested in applying for, to Liz Luya, 
Regional HR Manager, at the address below. 


THE ECONOMIST GROUP 
25F DAH SING FINANCIAL CENTRE 
108 GLOUCESTER ROAD 

WANCHAI 

HONG KONG 

FAX: (852) 2585 3201 


! The . 
Economist 


THE ECONOMIST GROUP 
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FINANCE OFFICER 


Geneva 


Consultants 


ACT 


Action By Churches Together 


The FIRA Consortium, in which Agrisystems is the lead company, is involved in the 
delivery of consulting services for project preparation and appraisal work and other 
short-term technical and support activities for the EU Tacis programme 

ACT is a worldwide network of churches and related agencies 
meeting human need through coordinated emergency response. 
You would be part of the ACT Team, a joint emergency 
coordination office of the Lutheran World Federation and the 
World Council of Churches. 


Agrisystems has a database of over 6000 consultants and additional, appropriately 
qualified consultants are invited to register. Applicants must have a degree and 
successful consulting experience in the agriculture and food sectors in the New 
Independent States of the former Soviet Union. Expertise is required in the 
following fields: 


agricultural policy and institutional reform 

farm restructuring and the delivery of farmer support/advisory services 
crop/livestock development and agriculture mechanisation 

agricultural input and output marketing 

agricultural and food processing 

social sector development in rural areas 

environment in agriculture 

agriculture/food sector training and education 


Qualifications 

Professional training in accountancy with recognized diploma. 
Several years’ experience in an audit firm or commercial 
enterprise, preferably in an international environment. Sound 
financial accounting, budget management and reporting skills. 
Electronic data processing skills and a firm command of English. 
French and/or Spanish would be a plus. Commitment to 
humanitarian principles. Church endorsement required and 
preference will be given to a person from the developing world. 


Applicants must be EU nationals or nationals from Armenia, Azerbaijan, Belarus, 
Georgia, Kazakhstan, Kyrgyz Republic, Moldova, Mongolia, Russian Federation, 
Tajikistan, Turkmenistan, Ukraine, Uzbekistan. 

Applicants should send a CV and letter of application to: 
ACT International, 150 route de Ferney, P.O. Box 2100, 1211 


Geneva 2, Switzerland. 


Applicants must fulfil the above criteria and should send their CV to Michael 
Gutteridge, Agrisystems Director and FIRA Consortium Manager, by fax (00 44 
1296 747075) or by e-mail (fira@agrisystems.co.uk), E-mails will receive a 
priority response 

No agencies or advertising publications please. 


Closing date for applications: 30 June 1998. 


a TUERENNMMMMEENNDT SM IA comp co 
More specifically, your role will be to help manage environmental projects and 
strategies, identifying, designing, monitoring and evaluating programmes as 
required and providing advice on the environmental aspects of other sectoral 
programmes and projects. When required, you will serve as Project Officer, with 


Environmental 


Field Managers 


DFID is currently seeking up to three 
Environmental Field Managers, including one 
Environmental Engineer, to provide professional 
advice on the environmental aspects of country 
programmes and projects in Africa and Asia. Two 
of these three year contracts will be based in 
London and one will likely be based overseas. The 
London based appointees will also be expected to 
undertake a considerable amount of overseas 
travel. 


The closing date for applications is 20 June 1998. 


For further details and application form, please 
write to Appointments Officer, Ref No 
AH304/3/CG/TE, Abercrombie House, Eaglesham 
Road, East Kilbride, Glasgow G75 8EA, stating 

Ref No AH304/3/CG clearly on your envelope, or 
telephone 01355 843243. 


DFID is committed to a policy of equal 
opportunities and applications for this post are 
sought from both men and women. 


Department for 
International 
Development 
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professional and wider management responsibility, including financial management 
for development projects. The provision of advice on the multilateral component 
of the development programme will also be part of your remit. 


Qualifications/Competencies 


You must have a postgraduate (or equivalent) qualification in Environmental 
Science or a related subject, backed up by at least five years’ relevant experience, 
including at least three years spent in a developing country. 


For the Environmental Engineering post, you should have experience in water 
supply and sanitation, waste management, industrial process technology and 
pollution control. All posts require a good appreciation of ‘green’ and ‘brown’ 
environmental issues, EIA and environmental monitoring. Experience in 
developing and implementing area-based environment and/or sustainable 
development plans will be an advantage. Personal qualities of leadership, working 
in multi-disciplinary teams, influencing skills and political awareness are all 
essential, coupled with a commitment to the Development Programme and an 
understanding of the problems faced by communities in developing countries. 


Applicants should either be nationals of Member States of the European 
Economic Area (EEA), or Commonwealth citizens who have an established right 
of abode and the right to work in the United Kingdom. 


Salary will be in the range £36,000 - £42,000 pa, depending on qualifications and 
experience. The London based appointees may be eligible to receive a relocation 
grant of up to £4,000. The overseas appointee will attract additional benefits 
which will normally include variable tax-free allowances, children’s education 
allowances, free accommodation and passages if posted overseas. 
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Co un try Di rector Vacancy Announcement 


The Arab Organization for Agricultural Development ( AOAD) is executing a project on 


B a n g | a d e S h the Biological Control of Date Palm Red Weevils, Stem Borers and Grubs by 


Entomopathogenic Nematodes and other means of Biological Control in the Arabian 


A visionary, inspirational leader with exceptional Gulf Countries. AOAD seeks to fill the following positions in the project sites: 
communication skills, you will lead and manage our 1 - Nematology Expert with the following qualifications and experience: 
Bangladesh programme developing and implementing our * PH.D. degree specialized in nematodes, with post pH.D. degree experience for a 
innovative initiatives which includes supporting and minimum of 10 years 

strengthening local organisations and community groups. * Minimum experience of 5 years in pest management, especially in the control of 
A minimum of 5 years' senior management experience in Red Palm Weevils (RPW) and Borers. 

the development sector will be coupled with outstanding * Duties and Responsibilities are as follows: 

negotiating skills along with the ability to lead professional * |dentification and isolation of nematodes that attack pests 

and highly committed teams. Sensitive and astute, you will * Testing of the virulence of nematodes against RPW and Borers. 

have proven strategic planning and organisational abilities, * Intensive production of nematodes to be used at both the experimental and to 


coupled with an analytical, financially adept approach. testing levels. 
* Development of technologies and appropriate environment to maintain the 


virulence of the produced nematodes. 
2 - Biological Control Expert with the following qualifications and experience: 


The ability to build strategic alliances with local NGOs and 
other organisations and influence Government at all levels, 
will be essential. An understanding of the political, social 
and economic environment of Bangladesh and the ability 
to speak Bangla would be particularly useful. 


* PH.D. degree specialized in Bio-control, with post pH.D. degree experience for a 
minimum of 10 years. 
* Minimum experience of $ years in Bio-control of RPW. 


Salary in the region of £26,539 - £27,684 with full * Duties and Responsibilities are as follows: 
international terms and conditions of service, if the * Breeding of micro-organisms and parasites to be used in RPW and Borers control. 
appointment involves expatriation. * Using pheromonic traps and apply integrated pest management in the control of the 
Written applications, with a CV, should be forwarded RPW and Borers 
to Ms Akila Kassam, ActionAid, Macdonald Road, Experts should have a previous working field experience in the Gulf Region or other 
London N19 5PG, UK. Applications may also be countries of similar prevailing conditions. Proficiency in English Language is required 
faxed to (London) + 44 171 263 7613 or e-mailed to however, knowledge of Arabic Language is preferable. 
ROSW@actionaid.org.uk. The annual remuneration of expert will be decided based on degrees held and years of 

: : experience. 
Closing date: 29 June 1998. Please note only shortlisted 6 Appiidifen held be sdiri ti 
applicants will be contacted. 


Arab Organization for Agricultural Development (AOAD) 
For further information about ActionAid please visit our web St. No. 7, AL-amarat, Khartoum. 
se -— sorgiactionaii. P.O. Box 474, Khartoum, Sudan. 


®) 
ACTI 0 N Al D E-mail: aoadía sudanet.net 
ano Aree Fax: (249-11) 471402 








International Consultants 


Enterprise plc, formerly Lancashire Enterprises, is one of Europe's leading economic development consultancies, with an outstanding 
reputation and track record. We assist communities experiencing radical change to create new economic futures, using funds from 
major donors, banks, govemments and development agencies. We are now seeking experienced consultants with high level personal 
and technical skills to work with us in a variety of roles, including long-term associates. Our requirements include: 


> Management consultants: to promote SME competitiveness and growth, SME support services and agency development, 
venture capital/funds for SMES, for all sectors. 
Development specialists: in regional development, Structural Funds, governance, enterprise restructuring consultants, trade 


and inward investment, employment services, industrial/technology parks 


Training specialists: to undertake trainer training, consultancy skills training, training for businesses, management training. 


Countries: especially Accession countries, Russia, Ukraine, Central Asia, Mediterranean and Middle East, Sub-Saharan Africa, 
Caribbean, China and Latin America. 


Languages: English essential; EU languages (especially Spanish), Russian and Chinese advantageous. 


Our current priorities are for SME and restructuring experts for Russia and Ukraine, trade/inward investment specialists for South 
Africa and China and management consultants for the Middle East. 


In the first instance, please send a detailed CV to Tracey Brough, e n te rp ri se 


Enterprise House, 17 Ribblesdale Place, Preston PR1 3NA, UK. 
Fax: (+44) (0) 1772 202494 E-mail: brough.t@enterprise.plc.uk 
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EXECUTIVES, JOB HUNTING IN ASIA? 
Contemplating a career search into, within or out of Asia? We can help 
you find a more rewarding position now! Take your first step towards a 


brand new future by contacting us for free info. 


Career Tel. (662) 2674685 Fax. 2674688 

Email: cpasia@bkk.loxinfo.co.th 
Path 35/8 Room A, 1249/212 Charoen Krung Rd., 
Asia Bangkok 10500 Thailand. 


LOOKING FOR CONSULTANTS IN 


INTERNATIONAL ECONOMIC DEVELOPMENT? 


Cambridge Data Systems provides an on-line database of highly 
qualified specialists in international economic development. The 
database is easily searchable, affordable, and allows the direct 
downloading of actual resumes. It is particularly useful for private 
consulting firms, non-profits, and donor agencies active in staffing 
international economic development projects. 


There is no risk to try out the database through our web site, 
www.cambridgedata.com - you won't be charged until you 
explicitly decide to download resumes. Consultants can submit 
resumes at no charge through the site, or by e-mail to 
resumes@cambridgedata.com; fax to 617-497-4158; or mail to 
4 Jay Street, Cambridge, MA 02139, USA. 


MONTGOMERY WATSON 


Serving the World's Environmental Needs 


Development 
Consultants 


Asia/Pacific 


Montgomery Watson is a well respected international engineering and 
environmental consultancy with offices in more than 30 countries 
employing over 3,500 staff. 


For our operations in Asia and the Pacific, we now seek suitable 
international experts for senior and intermediate opportunities in the 
following fields: 
e roads - highway, materials or traffic engineers, transport 
economists, asset management specialists 
water and waste water development - designers, treatment 
specialists, project managers, construction supervisors, asset 
management specialists, institutional specialists. 


We are looking for candidates available for both long and short term 
projects. Minimum qualifications are a recognised university degree in 
an appropriate discipline, fluency in written and spoken English, and at 
least five years experience working in the region, or in developing 
countries. Experience of working with international funding agencies 
is desirable. 

Detailed curricula vitae should be sent to: Evan Mayson, 
Montgomery Watson New Zealand Ltd, PO Box 99-271, 
Auckland, New Zealand, fax ++64 9 300 3714, 

email evan.mayson@us.mw.com 
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TRANSPORT ECONOMIST 


LT. Transport Ltd., is a small, dynamic 
consultancy specialising in rural and 
urban transport in the Third World. We 
are seeking a transport economist with 
post graduate qualifications combined 
with extensive developing country 
experience of transport project design, 
appraisal, monitoring and impact 
evaluation. This post is UK-based but 
involves considerable overseas travel. 


TO ADVERTISE 
WITHIN THE 
CLASSIFIED 

SECTION, CONTACT: 


Philip Wrigley 
London 
(44-171) 830 7000 


Applications with CV and contact 
details should be sent to: The Old 
Power Station, Ardington, OX12 8QJ, 
UK. Fax: 44 1235 832186 or email: 
itt(@attransport.co.uk 


Suzanne Hopkins 
New York 
(1-212) 541 5730 









Director, Latin American Business & Environment 


International nonprofit environmental organisation seeks a Director to manage a 
project to identify and assist entrepreneurs interested in developing sustainable 
enterprises in Columbia, Central America, and Brazil; and to work within this 
region with management professors incorporating environment and sustainable 
development into their academic programs. Requires 5 years of relevant business 
experience (preferably in Latin America), knowledge of environmental issues, 
and demonstrated ability to write and communicate effectively in English and 
Spanish. MBA and Portuguese language skills extremely desirable. Salary 
commensurate with experience. Excellent benefits. 

Send resume to: World Resources Institute, Attn: Personnel, 1709 New York Ave. 
NW, Washington, DC 20006, Fax: 202-638-0036, http//www.wri.org. EOE. 










International Maize and 
Wheat Improvement Center (CIMMYT) 


Economist 


CIMMYT is an internationally funded, non-profit research and training organization 
headquartered in Mexico and affiliated with the Consultative Group on International 
Agricultural Research (CGIAR). The Center's mission is to help the poor by increasing 
the productivity, profitability, and sustainability of maize- and wheat-based cropping 
systems while protecting natural resources. CIMMYT has an annual budget of 
approximately US$30 million, and a staff of over 800 based in Mexico and 14 
other countries. 


The CIMMYT Economics Program is searching for an economist to assume a leading 
role in research cfforts directed towards impact assessment, research priority-setting, and 
policy analysis. The individual selected for this position will be expected to design and 
implement studies of the impacts of CIMMYT related germplasm and crop management 
technologies; work with CIMMYT crop improvement programs in providing 
information and analysis for establishing crop improvement priorities; and provide 
applied analysis on policy issues currently facing the Center, such as understanding and 
promoting genetic diversity, strengthening links to public and private seed industries, 
and formulating an effective intellectual property rights strategy for the Center. The 
successful candidate will also be expected to contribute to the analysis of trends in the 
world maize and wheat economies of relevance in CIMMYT, perform service functions 
related to the previously mentioned objectives and in general support of CIMMYT. The 
position. will be based at CIMMYT headquarters. Some out-of-country travel will be 
required. 


A Ph.D. degree in either Agricultural Economics or Economics, and at least 5 years of 
post Ph.D. experience are required. Experience with the economics of agricultural 
research, knowledge of agricultural science, and experience with database management 
are highly desirable. The successful candidate should possess excellent communication 
skills in written and spoken English, an ability to form part of an interdisciplinary team 
and sensitivity to diverse cultures and nationalities. Evidence of research collaboration 
and facilitation skills will also be viewed positively. Spanish language skills a plus 


CIMMYT is an equal opportunity employer and strives for staff diversity in gender and 
nationality. The Center makes a special effort to accommodate the needs of dual-career 
couples. CIMMYT's headquarters are located on its main experiment station which is 
outside (but within easy reach of) Mexico City. The Center's salaries and benefits are 
competitive with those of other international institutions. Further information about 
CIMMYT and CGIAR can be obtained via the Internet at “http://www.cimmyt.mx” or 
"http:/^/www,.cgiar.org" 


To apply, please send a letter of application with your recent curriculum vitae, including 
address and fax number, and arrange to have letters or recommendation sent from three 
references to the address below before July /5, 1998 (Reference code 9801) 


Human Resources Manager 
Reference Code 9801 
CIMMYT 
Lisboa 27, Apdo. Postal 6-641 
Mexico, D.F. 06600 Mexico 
Phone: (525) 726-9091; Fax: (525) 726-7558 
Email: jobs: C IMM Y T. MX 
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University of the 
West Indies 


Cave Hill Campus, Barbados 


Professor in Economics 


Applications are invited from suitably qualified persons for the 
post of Professor in Economics in the Faculty of Social Sciences 
at the Cave Hill Campus. Applicants for this post should have 
substantial teaching experience and a di$t chs wth bo ds ata of 
scholarly research. The successful conti we P^ 
assume duties by | August 1999 or as a possi 

thereafter. 


Salary scale: Professor (In the range) BDS$84,120 - 
BDS$103,488 p.a. 

Up to five full economy class passages plus baggage allowance 
of USS1800 on appointment and normal termination. Special 
allowance up to USS600 for shipment of academic books and 
teaching/research equipment on appointment. Unfurnished 
accommodation at 1096 of basic salary or optional housing 
allowance of 2096 of basic salary to staff making own housing 
arrangements. UWI contribution of equivalent of 10% of basic 
salary to Superannuation Scheme. Annual Study and Travel 
Grant for self, spouse and up to three children. Book Grant up 
to BDSS935 per annum. Detailed applications (three copies) 
giving full particulars of qualifications and experience, date of 
birth, and the names and addresses of three referees should be 
sent to the Campus Registrar, University of the West Indies, 
Cave Hill Campus, PO Box 64, Bridgetown, Barbados. In 
order to expedite the appointment procedure, applicants 
are advised to ask their referees to send confidential 
reports direct to the Campus Registrar without waiting to 
be contacted. The University will send further particulars for this 
post to all applicants (E-mail: beverley hinds&uwichill.edu.bb). 
These particulars may also be obtained from Association of 
Commonwealth Universities (46646), 36 Gordon Square, London 
WCIH OPF, UK (tel: (0171) 387 8572 Ext. 206; 

fax: (0171) 383 0368; email: appts@acu.ac.uk) 


A member of the Association of Commonwealth Universities 





INTERNATIONAL PROPERTY 


Milano - 12,000 mq of office 
space for sale or rent 


Available in Milano vicinity of 
Metropolitana Linea 1, in a prestigious 
area well-served by public transport. 
12,000 mq of office space to 
restructure within a business complex 
of 40,000 mq occupied by the 
main company. 


For further information please fax 
0039 2 436 292 
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The Queen's University of Belfast 


Research Posts 
Centre of Rural Studies 


Two research assistants are required as soon as possible to assist in two 
research projects, funded by LEADER II, for one year in the first instance with 
the possibility for extension for a further year. 


Applicants must have a minimum 2.1 honours degree or equivalent in à 
relevant discipline, preferably in agricultural economics, economics or a 
closely related discipline, and research experience through work or studies. 
The following are desirable: a postgraduate degree in agricultural economics, 
economics or a closely related discipline; previous employment experience as 
a researcher. 


Research Assistant (Ref: 98/F257C) 


To assist in the investigation of rural business competitiveness in selected 
regions of the UK, particularly those industry strategy and public policy issues 
concerned with rural resource productivity. In addition to the above applicants 
must have knowledge of statistical and econometric methods. The following 
are also desirable: experience of conducting industry surveys and familiarity 
with rural business competitiveness issues. 


Research Assistant (Ref:98/F258C) 


To assist in the investigation of rural household decision making, particularly 
the factors influencing labour participation in a range of agricultural and non- 
agricultural activities, including those outwith the rural areas. In addition to the 
above applicants must have knowledge of linear programming applications to 
household modelling and knowledge of features of agricultural households. 
The following are also desirable: experience of conducting focus groups and 
familiarity with literature on household decision making. 


Salary range: £15,159 - £16,929 per annum, initial placing depending 


on age, experience and qualifications. 
5.00pm, 12 June 1998, 


Applicants, quoting the appropriate reference number(s) may obtain further 
particulars from the Personnel Office, The Queen's University of Belfast, 
Northern Ireland, BT7 INN, (01232) 273246/273044 or (01232) 273854 
(answering machine) or FAX (01232) 324944. 


Committed to an Equal Opportunities policy and selection on merit, the 
University welcomes applications from all sections of the community. 


Closing date: 





BUSINESS OPPORTUNITIES 


WANT TO START YOUR 


OWN BUSINESS? 


HOME BASED, PROFITABLE 
PROVEN CONCEPT WITH 
ENORMOUS POTENTIAL. 

NOT MULTI-LEVEL 
MARKETING 
OR FRANCHISING. 
CALL 24 HOURS 
0181 236 4558 (LONDON) 
AND LISTEN. 


Paper & Envelopes 
We are trading co. wishing 
to purchase from 
manufacturers/wholesalers 
stocks of paper & envelopes 
of various types & sizes. 
PAYH TRADE Ltd. 
Telefax: 972-4-9532953 
E-Mail: 
d-erlich@netvision.net. il 

















So You Want to Buy A Ranch? 


One-hour via Interstate 8 from San Diego's warm, 
sandy beaches is America's ‘high country’ ranch secret. 
100% perfect four-season climate nestled in a million acres of national forest 
solitude, seclusion, and serenity, 4,600-acre working ranch. 5,000 sq. ft. 


hacienda/ guest homes/ barns/ pool/ lakes/ fishing ponds/ springs/ airstrip/ 
oak-studded green valleys, mountain vistas. 


Awesome investment potential. Ideal for 27-hole golf course/ 1100 homes/ hunt 
club/ bottled spring water-or just hide out and enjoy! 


Never offered before. $10,500,000 (firm) 
AG&Cie (619) 792-1726 (phone/fax) 
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CONFERENCES 


27 July - 10 August 1998 


2 WEEKS DIPLOMA IN D 


BUSINESS ADMINISTRATION Robert 


Kennedy 
at University 
Robert Kennedy University Zurich 


Your unique opportunity to take part at our Summer Session. In-depth Study & 


Conferences, 2 weeks to obtain at the end of the event a Diploma in Business 
Administration from Robert Kennedy University Zurich (Accredited SFPUC ), 


* Speakers from leading banks and financial institutions of Zurich 
Taught by professor of world wide fame 
Full-time study to obtain a Swiss International Diploma 
Open to all (no admissions requirements) 


Total cost for all 15 days £1000 
including diploma fees, conferences, workshop & tuitian 


Contact: Robert Kennedy University 
+41 1 308.3908 Telefax +41 1 308.3500 
Internet: admission@kennedyuniversity.com 


EUROPEAN MINING 


INVESTMENT FORUM ‘98 
JUNE 24-26, 1998 
GENEVA 


Presenting companies... 
Acacia Lihir 
Agnico-Eagle Meridian Gold 
Apex Newcrest 
Ashanti Goldfields Newmont 
Avgold Normandy 
Crown Placer Dome 
Dayton Real del Monte 
Delta Resolute 
Goldcorp Rio Narcea 
Gold Fields Royal Gold 
Great Central Stillwater 
Homestake TVX 
Ern 





Admittance by Invitation Only 
Contact: Denver Gold Group, USA 
Ph: (303) 825-3368 / Fax: (303) 534-5423 

E-mail: info? denvergold.org 





2% 





M akea Jastngim pression. 


Place your classified ad on 
The Economist Website. 


* Full colour logos and text * Hotlinks to your website 
* Extended lineage * E-mail hotlinks 


Contact the Classified Advertising department 
for more information: 


Tel (44-171) 830 7000 
Fax (44-171) 830 7111 
E-mail: classifieds@economist.com 
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TENDER 


CALL FOR 
EXPRESSIONS OF INTEREST 


ENVIRONMENTAL CODE 


and experience in the design and drafting of comprehensive 
environmental legislation in common law jurisdictions to undertake 
the development of an Environmental Code for Trinidad and Tobago. 


The project for the development of the Environmental Code will be conducted 
over an IB-month period and will include the following components: 

O evaluation of the written lows of Trinidad and Tobago which address 
environmental issues; 

[] evaluation of the existing programmes which address environmental issues; 

[] identification of economic instruments for environmental management 
appropriate to Trinidad and Tobago; 

[] preparation of a plan for the consolidation, rationalisation and modernisation 
of environmental legislation and programmes in Trinidad and Tobago including 
the introduction of economic instruments for environmental management and 
the fulfillment of national legislative obligations to international and regional 
environmental treaties and conventions; 

O drafting of the Environmental Code. 


Interested firms are asked to submit information on their capability to undertake 
this project including their experience on projects of similar subject, size and 
scope conducted in common law jurisdictions over the last ten years, and their 
personnel resources in terms of numbers, disciplines, project experience ond level 
of responsibility, Personnel will be expected to have significant relevant experience 
Associations between international firms and local firms or individuals would be 
welcome 


Expressions of interest should be sent to arrive latest by 4:00pm 
on Monday June 22nd. 1998 in a sealed envelope addressed to 
The Monager Legal and Enforcement Services Environmental Management Authority 
PO Box 150, Newtown Post Office, Port of Spain, Trinidad and Tobago, West Indies 
Tel: (868) 628-8042 Fox: (868) 628-9122 E-mail: emo@emacot! 


CALL FOR 
EXPRESSIONS OF INTEREST 


OPERATIONS MANUAL LA 
sd 


The Environmental Management Authority of Trinidad and Tobago 
hereby invites expressions of interest from firms with capability 
and experience in the design and drafting of comprehensive 
environmental legislation in common law jurisdictions to undertake 
the development of an Environmental Code for Trinidad and Tobago. 


The project for the development of the Environmental Code will be conducted 
over an I8-month period and will include the following components- 

O evaluation of the written laws of Trinidad and Tobago which address 
environmental issues; 

[] evaluation of the existing programmes which address environmental issues, 

O identification of economic instruments for environmental management 
appropriate to Trinidod and Tobago; 

O preparation of a plon for the consolidation, rationalisation and modernisotion 
of environmental legislation and programmes in Trinidad and Tobago including 
the introduction of economic instruments for environmental management and 
the fulfillment of national legislative obligations to international and regional 
environmental treaties and conventions; 

[] drafting of the Environmental Code 


Interested firms are asked to submit information on their capability to undertake 
this project including their experience on projects of similar subject, size and 
scope conducted in common law jurisdictions over the last ten years, and their 
personnel resources in terms of numbers, disciplines, project experience and level 
of responsibility, Personnel will be expected to have significant relevant experience 
Associations between international firms and local firms or individuals would be 
welcome 
Expressions of interest should be sent to arrive latest by 4:00pm 
on Monday June 22nd, 1998 in a sealed envelope addressed to 
The Manager Legal and Enforcement Services. Environmental Management Authority 
PO. Box 150. Newtown Pos! Office, Port of Spain. Trinidad and Tobago, West Indies 
Tel: (868) 628-8042 Fox: (868) 628-9122 E-mail: emo@emacot 
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BUSINESS & PERSONAL 


277 
Litigation Bag. 


22x 14 x 8" 
Walnut or black leather $1050. 





Our Traveler's Briefcases 
double as your laptop bag. 
Your laptop's protected by 
our padded, Flexible Un- 


wreckable"" frame. 


Twelve of us work together 
to design and make Glaser 
Travel Goods in our San 
Francisco studio. We sell 
direct to you. Please call 
for our free catalog. 


GLASER DESIGNS 


TRAvEL Goops MAKERS 

32 OTIS ST. SAN FRANCISCO, CA 94103 
PHONE 415-552-3188 FAX 415-431-3999 
TOLL FREE 800-234-1075 ECON@GLASERDESIGNS.COM 


Here's an enormous brief- 
case that can double as your 
suitcase. It can carry letter- 
size manila file-folders and 
letter-size binders stacked 
vertically, side-by-side. It's 
a ‘legal’ carry-on. 

You can pack your suit and 
shirts wrinkle-free in your 
22” Litigation Bag with 
Glaser Insider ^ dividers. 






















The Original 


kallback: 


* No Deposit e Instant Activation 
e No Miminum e ideal for Home, Office, 
e No Set Up Fees Hotels and Mobile Phones 


Tel: 1.206.599.1992 * Fax: 1.206.599.1982 


417 Second Avenue West * Seattle, WA 98119 USA 
www.kallback.com * e-mail: infoG kallback.com 


New lower 
fates! 


Super Low International 
Telephone Rates! 


To 


To 
France: 
28€ 


25€. 











Switzerland | 
C tig, cee 
Netherlands 
Italy 

















Tel: 1 (212) 629-3268 
Fax: 1 (212) 629-3269 


maxinfo(? maxtelecom.net 


MAZEL 


Great rates from the U.S. 
1 (800) 965-1645 
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| TEL: ++ 44 (171) 937 246% ++ (498) 622 765 (24 Hrs) 
| FAX: ++ 44 (171) 795 6215 EMAIL: kenpark@dircon.couk | 
# Visit our web site: www.kenpark.dircon.co.uk § 


BUSINESS AEROPLANE 


We offer the England-based pressurized 10-seater 
350 mph prime-condition low time 1982 
Mitsubishi Marquise business propiet (registration 
N747SY) for outright sale, syndication or dry 
contract lease, For more details look under 


‘Business and Personal" in the classified section on 
http://www.economist.com and contact 

ACE Aviation Consultancy Enterprises Ltd, 
Kirmington Vale, Barnetby, N. Lincs DN38 6AF, 
England, tel/fax 01652 680581, mobile 0973 
540638, e-mail stogmuller(@jace-aviation.co.uk 





OFFSHORE COMPANIES 
Nova Business Services 


TEL. 0044 1624 616009 
FAX. 0044 1624 616022 
Irish Co. 225 R/O 120 
loM Co. 240 R/O 120 


Psychometric Assessment 
for Management Selection 
and Development 


FOXX 


ASSOCIATES LIMITED 


Betinegss Paschuloginis 


14 Rocks Lane, London SW13 ODB. 
Tel:«44 (0)181 878 2213 Fax: +44 (0)181 878 
7286 Email: Foxx@CompuServe.com 








Kensington Park ~ 
Apartments 
Luxury Serviced apartments near Harrods. 
Select from studios, one/two bedroom apartments all 


with fully equipped kitchens. and stylish Italian furniture, 
at competitive rates. Limousine service available. 


58 Kensington Court, London W8 5DG 














GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext. H-4265 for 
current listings. 


2ND PASSPORTS / Driver's Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax *3120-5241407; E-Mail: 
100413.3245@compuserve.com; 
http://www.global-money.com 










U.S. GREEN CARD (NO JOB OFFER) 


Provisions in U.S. immigration law may make you 
cligible for a U.S. GREEN CARD without needing a job 
offer if you are an experienced businessman of 
professional, please fax your C.V., resume, or list of 
qualifications fot review to 
Law Offices of 
DOBKIN & SHERMAN, P.C. 

32901 Middlebelt Road, Suite 500 

Farmington Hills, MI 48334 U.S.A 
Tel. (248) K$5 3600 Fax (248) 855-9788 E-mail xgreencanditao! com 








START YOUR OWN 

IMPORT/EXPORT AGENCY 

' No capital or exp. req. No risk. Work 
from home. Part/Full time. Help Desk. 

l Established 1946. Clients in 120 countries. 

Free Booklet. 
WADE WORLD TRADE 

Dept 2c24 50 Burnhill Road 
Beckenham Kent BR3 3LA 

Tel: *44 (0) 181 650 0180 (24hrs) 
Fax: *44 (0) 181 663 3212 
http://www.wadetrade.com 


NEW AUTHORS 


PUBLISH YOUR WORK 


ALL SUBJECTS CONSIDERED: 
Fiction, non fiction, Biography, Religious, 
Poetry, Childrens, 
AUTHORS WORLD-WIDE INVITED. 
WRITE OR SEND YOUR MANUSCRIPT TO:- 
MINERVA PRESS 
2 OLD BROMPTON RD. LONDON SW7 3DQ. 










SAVES YOU MORE 


ON INTERNATIONAL CALLS! 


RATES TO THE US: 


|!" MOTEL. 
France......25€ 


Germany ....22€ 
Kay... ess. 34€ 
Netherlands. . 25€ 
Switzerland. . 26€ 
Brazil....... 63€ 


Malaysia .... 49€ 





Most new customers are 
referred by satisfied 
NewWorld users 


Now earn 20% by 
referring a friend 


Numerous Special Services Included 


- No Extra Charge - 


Call: 201.287.8400 Fax: 201.287.8434 
In the U.K. Call: 44.171.360.5037 Fax: 44.171.360.5036 
economist? newworldtele.com http://www.newworldtele.com 


Business to Business agents welcome 


201-287-8400 


1402 TEANECK ROAD + SUITE 114 = 





TEANECK, NEW JERSEY - 


[TSXXWORLD 


TELECOMMUSICATIONS 


07666 -+ USA 
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IMMIGRATE TO CANADA 
“We Can Help” 


2nd PASSPORTS 


25 Years Expenence in Immigration Matters 
The law firm of Samjen & Peterson 
http://www.somjen.com 


Email: somjenia somjen.com 
Suite 810, 1240 Bay Street 
Toronto, Ontario, Canada, MSR 2A7 
Tel: (416)922 8083 Fax: (4161922 4234 
We Can Help 


contact 









Maritime International Ltd. 
P.O. Box WC166, Bay View Place, 
Crosbies 
St. John's, Antigua, West Indies 
Tel *1 (268) 461-2024 
Fax *1 (268) 462-2718 
Email: maritime@candw.ag 





INCORPORATE 


* FREE Information 
* All U.S. States and Offshore 
* Attorney owned and operated 


Fax 305-672-9110 


WWW.corpcreations.com 


TRADEMARK 
US TAXATION 


BY CPA IN LONDON 
US/UK tax return service and US/UK 
tax advice + full accounting services 
for US citizens and US ‘green-card 
holders living/working abroad 
Serving individuals and corporations 


I. N. MOKHTAR FCA CPA 
Telephone (01273) 561195 
















f OFFSHORE 
TAX-FREE 


companies world-wide 









tormation and administration 
of companies 
opening of bank accounts 
tel/fax/mail forwarding services 
sen oed? a 5 t bte 2. Jw cn og we 
LAV ECO LTD. 


1092 Budapest, Ráday u. 33/a, Hungary 
Tel.: (361) 217-96-81, 216-54-13 

Fax: (361) 217-44-14 

E-mail: laveco @mail.matay hu 









Ask for our FREE information 
brochure! 
Languages spoken: English, 
French, Russian, Bulgarian 





TN a SERVICE SINCE 

i Modem, comfortable 

Serviced Apartments offering Best Value for Money 
Unbeatable location in South Kensington 

2 person apartment from £70 per night 

4 person apartment from £115 per night 


Tourist DJ Commended 


ASHBURN GARDEN APARTMENTS 
3 Ashburn Gardens, London SW7 4DG. U.K 


G Tek ++ 44 171 370 2663 3 
Fax: ++ 44 171 3706743 
ARDE N 


CUT TAXES 
WITH PRIVACY 


Use USA & Offshore 
Companies And Trusts 
For E CONSULTATION 


















Tax Planning 


We incorporate and provide management 
services in all leading jurisdictions 
Offshore structures can cut taxes and offer 

significant asset protection. 







INTERNATIONAL COMPANY 
SERVICES LIMITED 





ISLE OF MAN - 
TEL: + 44 1624 801801 
FAX: + 44 1624 801800 

E-Mail: iom@icsl.com 
GIBRALTAR - STEVE ROWLEY 
TEL: + 350 76173 
FAX: + 350 70158 
E-Mail: gib@icsl.com 
HONG KONG - SIMON HANLEY 
TEL: + 852 2542 1177 
FAX: + 852 2545 0550 
E-Mail: hk(Dicsl.com 
SOUTH AFRICA - ANIKA SAVONA 
TEL: + 27 21 418 4237 
FAX: + 27 21 418 2196 
E-Mail: icssa@iafrica.com 
UK - MS PEYMAN ZIA 
TEL: + 44 171 493 4244 
FAX: -- 44 171 491 0605 
E-Mail: uk@icsl.com 
USA - JERRY BAKERJIAN - BBA 

TEL: + 1954 943 1498 
FAX: + 1 954 943 1499 
E-Mail: usa@icsl.com 


http: //www.ICSL.com 





and our Brochure contact: 





GL@°BAL 


BUSINESS SOLUTIONS, INC. 
Phone.: USA+(619) 578-7541 
FAX: USA+(619) 578-0238 
E-mail: gbs&millennianct.com 









=]48743 





CITIZENSHIP & PASSPORT 


Confidential Service Direct From Belize 
FULLY LEGAL PROGRAMME 
Generous Visa Free Trave! 















From US$45,000. inclusive 










Belize Passport Consultants Ltd. 
944 Orchid Garden, P.O. Box 165 
Belmopan, BELIZE 
Tel: + 501 8 22759 
Fax: + 501 8 23785 
Government License 981001 
http://www.visafree.com 
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OFFSHORE COMPANIES 


For confidential, professional service, 
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For further information, please contact 


DIANE DENTITH - FCIS 









WORLD WIDE 


No. 1 OFFSHORE 
COMPANY AND 
TAX PLANNING 
SPECIALISTS 


Since 1975 our worldwide staff of 
over 275 multi-disciplined 
professionals including lawyers 
chartered accountants, chartered 
secretaries, and bankers have 
provided confidential and cost 
effective company formation in all 
the major low tax areas 


our network of international 
we are able to provide 
© A choice of over 750 ready-made 
companies available 
@ Arrangements of Nominee Services 
€ Management & Admin Services 
@ Accountancy & Audit Services 
© Bank Introductions 
@ Offshore Trust Services 


€ BAHAMAS 
© BELIZE 
© BV ISLANDS 
© DELAWARE LLC 
© GIBRALTAR 
© HONG KONG 
€ HUNGARY 
© IRELAND 
® ISLE OF MAN 
e JERSEY 
© MADEIRA 
€ MAURITIUS 
® NEVIS $575 
© SEYCHELLES $350 
Other Jurisdictions & Offshore Banks 
Available on Request 
LUXEMBOURG - EVELINE KARLS 
Tel: +352 224 286 Fax: +352 224 287 
FINLAND - JENNY KOMPULAINEN 
Tel +356 9 6969 2569 Fax: +356 9 6969 2555 
HUNGARY - LASZLO KISS 85c (Econ) 
Tel: +36 1 351 9959 Fax: +36 1 351 9958 
CYPRUS - CHRISTODOULOS VASSILIADES 
Attorney-at-Law 
Tel: +357 2473211 FAX: «357 2 463463 
SINGAPORE - DIANA BEAN 
Tel: +65 535 3382 Fax: «65 535 3991 
HONG KONG - RAYMOND CHOI 
MBA MLIA (Dip) 

Tel: «852 25220172 Fax: «852 25211190 
SHANGHAI - BART DEKKER um 
Tel +86 21 6248 4355 Fax: +86 21 6248 1421 
USA WEST noct NC Ltd 


KEVIN MIRECKI å 
Tal: «1 714 B54 3344 Fax: «1 714 854 6987 


























$500 
$500 
$500 
$495 
£250 
$450 
$1995 
£225 
£250 
£495 
$2250 
$500 















mey-at-Law 










For immediate Service & our Free 110 
Page Colour Brochure Contact 
ISLE OF MAN - C W FORSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 

Isle of Man, Great Britain, IM99 4EE 
E-mail: economist@worid-mail.com 
TEL: «44 1624 815544 
FAX: «44 1624 817080 


A RICHARD COOK, BSc 
Tel: +44 1 55 1098 Fax: «44 171 493 4973 


1509002 CERTIFICATED 


Toll Free From USA: 
1 800 283 4444 


Freephone From UK: 
0800 269900 
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OFFSHORE 
COMPANIES 


BY LAWYERS 


SCF is one of the world's largest tax 
planning practices. Fully owned and 
operated by lawyers and accountants. 
All our consultants are professionally 
trained and will ensure your affairs will 
be dealt with in an atmosphere of 
utmost privacy and confidentiality. 


WORLDWIDE OFFICES CAN 
3L PROVIDE E 


€ BANK INTRODUCTIONS 

@ FULL NOMINEE FACILITIES 

€ FOUNDATION REGISTRATION 

@ TAX PLANNING ADVICE FROM QUALIFED 
LAWYERS & ACCOUNTANTS 

€ COPYRIGHT & PATENT REGISTRATION 

@ ASSET PROTECTION TRUSTS 

@ VESSEL/YACHT REGISTRATION 

€ FISCAL MIGRATION/2ND CITIZENSHIP 


LOWEST 1" YEAR 
& ANNUAL FEES 
GUARANTEED 


For confidential & friendly advice please contact: 
LONDON OFFICE 
90-100 SYDNEY ST, 
CHELSEA, LONDON. 

SW3 6NJ 
TEL: : 171-352 2274 


FAX: + 171-873 9688 
E-mail: offshore@scigroup.com 


FREEPHONE: 0800 262 856 
www.scfgroup.com 


DUBLIN OFFICE 
27-29 LWR PEMBROKE ST, DUBLIN 2 
TEL: + 353-1-662 1388 
FAX: + 353-1-662 1554 
E-mail: offshore@scfgroup.iol.ie 


Other European Offices 
Athens, Budapest, Lisbon, Monaco, Moscow. 
Nicosia & Sofia 


For a free colour brochure on 
how you can save taxes please 
complete this coupon below: 


Name 


Address —— — 





Code 
Tel No. 





A A 


SCF jj M PS cur 


Offshore information on 
N www.ocra.com "4d 
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OUTPUT, DEMAND AND JOBS Britain's economy may not be slowing as much as many 

people think. Gpr growth in the first quarter was revised up to 0.5%, leaving output 2.9% 

higher than in the first quarter of 1997. German retail sales grew by 6.8% in the year to March, 

the fastest rate for over three years. 

% change at annual rate l The Economist poll industrial Retail sales Unemployment 
. ...SUP _ __ GDP forecasts: __Production — (volume) rate _/ 
3mths! tyear — 1998 — 1999 3mths! tyear — year — latest yearago 

Australia 4418 «36 Q +30 +32 +32 +2704 +280 792v 87. 

Austria. na «25 19 + 26 «26 +19 +69 Nw *330« 72 Aw 71 

Belgum -14 * 25 Q4 427 +27 na -~ 21 Mar + 83 fan —— 122 Aw 129 

Britan — 421 «29Q +23 +18 -10 +10 Mar +42 an 64 Mat 7.4 — 

Canada —— 4 30 442 Q& 432 428 -03 +34 feb +3.7 Nw 84 Ape 95. 

Denmark +45 s» 44 Q4 +31 «28 +21 +59 Mw +20 Feb 7.0 Mx 82 

France, 43! 43004 429 +27 +51 489 Me -06 Ma 120 Ma 125 

Germany « l1 42408 426 427 498 +54 Ma — *68 Ma — 114 Ap 11.2 _ 

italy £07 +28 +24 +29 -01l +91 Mar + 04 fed 120 Jan 121 

Japan 07-0204 - 02 +12 -129 - 62 - 85 Feo 39 Mm 3.3 

Netherlands +36 +3804 +35 +33 +30 +12 Mr +40 ian 45 ApS 57 

Spain +37 +360 +36 +36 +70 +140 Mw ona 196 gy 213 

Sweden +92 + 3.3 %4 A38 420 . -21 +68 Feb | u * 0.5 ma 66 Ape 83- 

Switzerland + 19 4 20 Q4 +19 +22 na *870QF - 19 Me 42 Ape 55- 

United States + 42 « 36 Q! « 30 +22 -0l +38 Ap 45 Mar 43 Ap 5.0 


asain ar\smrtreurvirermnenedtiendtepessspn musa eauret teraapuapestraheetrurrarinterstertrtrreteriastbitapielt iene Wadler SOAP NR AIAN ME EUREN UNUM Men EE DM M CE UA AAA ARAMA ARAL NE LO amaaan 


*Not seasonally adjusted. TAverage of latest 3 months compared with average of previous 3 months, at annual rate. tNew series, Jan-Mar, 


rate 4.8% in April. GFeb-Apr - 
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PRICES AND WAGES Danish inflation slowed in April. The 12-month rate of consumer- 
price inflation fell from 2.3% to 2.2%, while producer-price inflation slowed from 1.0% to 
0.5%, down from its recent high of 2.6% last August. Canadian producer prices fell 0.8% in the 


year to April, as they did in the year to March. 














% change at annual rate The Economist poll 

Consumer prices* consumer prices forecast Producer prices* Wages/earnings 
_ ___3mthst 1year —  — 1998 1999 ^— 3mths! tyear — 3mths! 1year — 
Australia + 10 -020! +14 +23 -13 09 q 12 + 3.0 a1 
Austria +18 +12 Ap 315 +18 +13 +04 Ax fa nm — 
Belgium — — * 13 + 15 Aw — 13 +17 = 4? + 04 mw +33 +230 
Britain +39 +40 Ay 431 +27 +13 * 10 Ae +71 * 49 Feb — 
Canada (504 +08 ap +415 +19 — -30 ~ 08 Apr +93 + 08 feb 
Denmark + 22 +22 a +21 +24 ~09 + 05 Apr 4 31 + 3.9 Nove 
France +13 + 1.0 Ap ei + L8 -05 £05 Mr +14 z260 
Germany 411 +14 Apt, 14 * 19 -05 pil Apr a+ Ll Mar 
italy 423 4 18 ap 419 +23 +03 +09 Ma +26 +27 Mar 
Japan - 16 +22 Mr +04 +02 -50 -27am č na + 02 Ma — 
Netherlands £71 +25 ay +22 +24 ~20 + 07 Ma + 31 + 3.0 feb 
Spain * 05 + 20 Apr *20 «25 -24 +03 Mx +32 4290 _ 
Sweden +03 +08 Ar +10 £17 —-— +04 +09 Mx +70 + 3.3 Eet 
Switzerland 404 nil ap +04 401 -29 -O7 Ar na +05 1997 
United States +07 + 14 Ax 4 18 425 4-28 -1t2 ae +44 + 44 Ap 


“Not seasonally adjusted. ‘Average of latest 3 months compared with average of previous 3 months, at annual rate * *New series. 





E STRUCTURAL UNEMPLOYMENT 


Europe's economies are likely to grow 
-much faster this year, but their jobless 
-rates will remain high. That is because 
. most of Europe's unemployment is struc- 


tural rather than cyclical. Stronger growth 
has little impact on structural unemploy- 
ment, which is caused by labour-market 
distortions. Governments could reduce 
structural joblessness by cutting payroll 
taxes, liberalising employment-protection 
laws, cutting back on the duration of un- 
employment benefit and curbing unions. 
The cyclical unemployment rate shows 
how tight the labour market is. According 
to the OECD, it is negative in America, Brit- 
ain, Denmark and Ireland. That suggests 
wages could soon start rising faster, with 
higher inflation not far behind. 
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COMMODITY PRICE INDEX 
MEME The price of nickel on the Lon- 
don Metal Exchange has slumped by 12% 
in the past month to $4,800 a tonne, its 
lowest for 42 years. Russian exports of 
nickel surged by more than a third to over 
200,000 tonnes in 1997, while the Asian 
financial crisis has dampened demand 
for stainless steel, the main use for the 
metal. In March, Japan's output of stain- 
less steel fell for the fourth month in a row; 
it is now 11% down on the year. There is 
currently a surplus of nickel: stocks 
amount to 13 weeks of consumption. And 
more bad news is on the way. The new 
euro coins will contain little nickel, so the 
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surplus is likely to grow as old p-mark and 
French franc coins are melted down. 
1990100 % change on 
May 18th May26th* one one 
a ae aie OAN o YOR 
Dollar index 
Aliems — —963- .. 948 ~ 35 -254 
Food ^. — 1149 —— 1121! - 15 -261 
industrials — 000000 u 
Al 803 — 797 SB -245 
“Mat 3 —— 33 24-8 
Metals 717 — M5 - 84 -251 
Sterling index E 
Alltems  —— 1059 ^ 1034 ^ - 16 -257 
food ^ 1262 — 1223 + 04 -264 
Industrials EE 
Ai 882 869  - 40 -249 
“Niet 388 — 301 — 08 - MI 
Metas —— 787 780 = 66 -254 
SDR index | 
All items — 976 — — 960 =- 29 -225 
Food. (M64 1135 ~ 10 -232 
industrials — dd a 
Al 813 | 807 - 53 -216 
Mat 957. 944 - 18 -209 
Metals — 726 A - 78 -222 
G old » s D TT TO a ger xe ay 
E M ORR NE 
Crude oil North Sea Brent 
$ per barret — 1451 13.75  - 45 -286 
. Provisional. * Non-food agriculturals. — mM 
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FINANCIAL INDICATORS 














STOCKMARKETS European bourses started the week well. Paris, Frankfurt, Amsterdam, | B SILVER The world supply of silver 4 
Stockholm and Brussels hit all-time highs before falling back on May 27th. This followed a | grew by 4.5% last year, to 863m ounces. But ] 
big drop on Wall Street caused by the dollar’s strength and worries about Asia. this was not enough to keep pace with de- : 
Share price indices % change on mand, particularly in India. As a result, 1 
1998 ins Yd saunas Dec 31st 1997 global reserves continued to shrink, as 

May27th high low week year high in local ing | they have throughout the 1990s. Silver 

Australia 2,6870 28814 2,5424 13 39 67 ae a prices jumped Hom $4255 aua fiy , 
^ y ^ A - ó * - A + - A > 

Austria 1,586.7 1,628.6 12457 2405. 142618... — 87 . 4 225 | m around $7 in early 1998, helped x < 
Belgium 32037 32503 24050 + 08 +419 Bear 3. 35 .35& | their way by large speculative purchases 
Britain 58702 61058 5,0688 - 06 +25.5 -39 + 143 +133 by investors, notably Warren Buffett. Mex- - 
Canada 7,5429 17,8223 6,2400 - 20 +18.1 S 4 125 * 10.6 | ico accounted for a tenth of 1997's output, : 
Denmark 7341 778.8 667.1 - 05 +27.2 - 58  « 85 WRZ | ahead of Peru and the United States. - 
France 26039 26570 1,873.1 - 03 +513 = 20 . + 339 +348 ¢ 
Germany 54906 56443 40873 - 04 «510 = 27. fe 292 +304 |j 
Italy 1,515.0 1,654.4 1,053.2 + 06 + 96.6 - 84 + 438 +448 1 
Japan 15,6643 17,2643 146644 + 0.1 - 23.0 = «© 27 - 30 : 
Netherlands 11982 12198 892.0 * 03 +48.8 - JEU. MA +324 4 
Spain 872.6 938.8 632.6 - 09 +545 = 94. 3. 379 +389 E 
Sweden 37217 3,7945 2,8531 + 02 +29.5 -— 2. 341 +259 ^ 
Switzerland 7,6335 7,827.7 60621! + 18 *487 - 25 - 2 218 +208 ’ 
United States 8,936.6 9,211.8 7,580.4 - 26 +215 - 30 + 130 + 13.0 
World* 10645 10972 896 5 sS E, +177 e 35/9 1$7 *137 4 


*Morgan Stanley Capital International index includes above markets and seven others, in dollar terms 


MONEY AND INTEREST RATES Bond yields declined across the board in the week to 
May 27th as inflationary fears receded in the wake of Asia’s continuing financial crisis. The 
yield on the benchmark 30-year us Treasury bond dropped to 5.83% on the dollar's strength. a RET ES E ^ a ^ m= 


Money supply* Interest rates % p.a. (May 27th 1998) - e up ` 























% rise on year ago over- 3-mth money market banks bond yields Eurocurrency 4 
narrow broad night — latest — yearago prime e corporate  3mths bonds N 
Australia +112 462 Ma 5.00 5.00 5.45 875 5.43 5.90 500 5.29 f 
Austria +41 +03 rb 3.38 3.70 3.40 6.50 498 na na 5.68 3 
Belgium +58 +67 fed 3.48 3.65 329 725 496 567 369 463 1 
Britain +68 +103 Ap 725 741 6.50 8.25 577 634 744 610 à 
Canada «123 +33 Ap 4.68 475 3.02 650 533 6.07 522 5.23 
Denmark na +29 Ma 4.08 452 3.61 675 5.09 7.09 448 493 
France +79 +37 Mar 3.38 3.50 3.61 655 487 515 350 459 
Germany +72 +40 Ax 3.39 3.59 3.18 490 482 478 356 4,54 
Italy +104 490 Ma 5.69 4.77 6.81 788 516 552 5.16 — 485 S 
Japan +83 +35 Ap 040 0.47 0.48 1.63 153 125 042 0.90 
Netherlands +75 +72 De 3.50 3.46 3.06 525 487 413 353 455 
Spain 4123 +24 Aw 434 4.31 5.17 700 501 540 430 465 
Sweden na «214 430 4.52 4.16 496 501 509 459 479 
Switzerland — «115 +12 Fe 163 163 1.25 375 303 322 164 227 
United States «10 +10.0 Ap 563 5.48 5.69 850 558 678 563 5.58 


T Ten-year bond rates (old series. Britain 15-year 5.74%, United States 30-year 5.8396) 


| “Narrow: M! except Britain MO, broad: M2 or M3 except Britain M4 Sources. Banco Ambroveneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, Chase 
Manhattan, CA IB investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale, ) P. Morgan, Paribas, Royal 
Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, DatastreanviCV, Rates cannot be construed as banks’ offers 











TRADE, EXCHANGE RATES AND RESERVES The yen fell to a seven-year low of nearly 138 to the dollar as the Japanese economy's 
prospects continued to deteriorate and as rumours circulated that the American Treasury had decided not to intervene to halt the dollar's 
rise. In trade-weighted terms, the dollar rose by 0.7% in the week to May 27th. The Swiss franc also rose by 0.9%. 

















Trade balance*, $bn Current account, $bn Exchange rate Currency units per $ Currency units Foreign reserves? $bn 
latest latest 12 latest 12 mths trade-weighted' May 27th year ago per per per per latest — yearago 
month months May27th year ago £ DM ecu euro$ 
Australia - 0.79 Max + 02 - 133 Q4 832 935 161 131 2.62 0.90 178 — 179 145 Ma 144 
| Austria - 129 Q5 - 49 - 40 Mar 103.1 1032 12.5 119 20.4 7.04 139 1376 202 Ma 21! 
Belgium + 087 lan + 116 + 13.9 Dec 1027 1031 368 350 599 206 406 4046 196 Mar — 17! 
Britain - 361 feb - 227 + 7304 103 5 99.0 061 0.61 : 0.34 068 070 304 hn 359 
Canada * 110Ma + 136 - 122 Q4 81.3 814 1.46 1.38 237 0.82 161 163 223 Ma — 215 
Denmark * 033 feb + 38 + 1104 105.2 105.9 6.79 6.46 11.07 381 750 753 196 Ma 145 
France + 220 Ma + 317 + 397 feb 106.1 105.7 5.97 57 9 74 3.35 661 657 330 Ma 287 
Germany +750 Ma + 737 + 22 Mw 104.2 104.5 178 170 291 - 197 1.96 780 Ma 80.2 
Italy + 146 feb + 277 + 34.1 jan 76.1 76.0 1756 1,681 2,864 986 1,942 1,955 534 Ma 43.6 
Japan * 949 Ma +1109 4106.0 Mar 1125 1311 138 115 224 772 152 146 2220 Feb 217. 
Netherlands + 108 re$ + 164 + 231 Q3 102.1 102.8 2.01 191 327 113 222 211 234 Ma 283 
Spain - 140 feb — 186 + 9. Feb 77.0 n5 151 144 247 84 9 167 167 676 Mar 606 
Sweden + 142 + 172 + 5.8 Mar 860 835 7.82 7.69 128 439 865 869 97 Mar 155 
Switzerland - 009 Ma + 02 + 20.9 Q4 106.9 0060 . . 147 142 2.40 0.83 163 158 348 Mar — 353 
United States -20.20 mar -206.2 -166.4 Q4 1114 102.3 = z 1.63 0.56 11. 113 583 re 564 


*Austraha, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cifflob 119902100, Bank of England Excluding gold, IMF definition 
| Forward rates for delivery January Ist 1999, calculated by J.P. Morgan. §§Not seasonally adjusted 
l i 
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BM PRESS FREEDOM Only one person in 
five lives in a country with a free press, ac- 
cording to the latest survey of press free- 
dom by Freedom House. Since 1979 this 
American organisation has conducted an 
annual survey of print and broadcast me- 
dia, covering most countries. The survey 
measures press freedom by assessing the 
effect of laws, administrative decisions, 
and economic and political influences on 
the content of news reports. Countries 
with total scores of between 0 and 30 have 
a “free” press; those with 31 to 60 have a 
“partly free” press; and those scoring 61 to 
100 have a “not-free” press. The past year 
saw no overall improvement. China and 
Indonesia have the highest—that is, 
worst—scores of the countries in our chart. 
Singapore and Malaysia (along with Egypt 
and Turkey) also fall into the not-free cate- 
gory. The survey says Germany has a freer 
press than America. 





1998, 100=completely controlled 
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EMERGING-MARKET INDICATORS 





ECONOMY South Korea's output fell for the first time since 1980: GDP was 3.8% lower in the 
first quarter than a year earlier. South Africa's GDP grew by only 0.2% in the first quarter. In 
April its 12-month inflation rate fell to 5.0%, the lowest for 17 years. Russia's 12-month visible- 
trade surplus narrowed to $16.3 billion in March. 






























































% change on year earlier Latest 12 months, $bn Foreign reserves, $bn 
GDP industrial Consumer Trade Current Latest Year ago 
production prices balance account 

China +720 + 4.4 Ap - 03 Ap +44.9 Ap +23.1 1997* 140.6? Mar 112.1 
HongKong +27% - O20 + 47^»  -185M«  - 66 786 re 63.8 
India + 5.6 1997 - O7 Me + 83ww« - 60 Mw — - 48 1997 263 Me 227 
Indonesia + 6.6 1997 +107 03 + 45.0 Ax +13.6 fb  - 680 155 fb — 190 
Malaysia - ^ — € 69 Q4 = 11 Me + 5.6 Ap + 13 Mar - 48 199 217 Dæ 27.0 
Philippines — «4 4.7 08 — *l194N» + 79A» - 90 Mw -43% 8B 97 
Singapore + 56 a +85 Mar + 0.6 Ap - 34a» +138 Q4 74 4* uo. 75.71 
South Korea — - 3801 -10!w» + BBA «ll6Ax 91 Mw 298 ww 29.9 
Taiwan «590 č +39mr + 2l  +54a +570 840 feo 886 — 
Thailand + 04 1997  -137 fb + 101 Apr -29w  -860 269 Mw 371 
Argentina + 820 + 644 + 12 - 6] Mar -10.1. Q4 21.8 Apr 17.3 
Brazil tiia +28mMe + Ala - 69a -327 01 TA? ape SAN — 
Cie  — 496a + 80me + 54w -27 mm  - 4108 169 Aw 16.0 
Colombia *550 +108 Feo + 207 mmr — -3l —- 5515 95 ve 96 
Mexico $660 4152 my + tae -32w  - 730 301 w — 21! 
Venezuela + 55197 na + 396 x +11.1 be + 59 19977 — 112 Ax 12.5 
Greece +35 197" «24m + 53 Aw -1820« -480«q 197 mw 185 
Israel 4160 +58 hb + S0 -— 70d -36% 213 Mw 153 — 
Portugal t36w 422» + 2745  -l2  -55f« 156 Feb 15.5 
South Afrka + l0Qq — +Olmw + 50Aa« + 26Me — 19 04 45 jan 14 
Turkey + 67 04 + 60M» + 936 A» -21.1 D« - 22 Dex 213 Me 15.6 
Czech Republic + 22 04 +10.5 Mar + 331A — - 33e - 32 Q 10.7 Mar 11.7 
Hungary + 53 Q4 *207 Ma * 160 Apr - 2: Mar - 09M 95 Ww 8.6 
Poland * 65 04 + 39 Apr + 137 Ap -11.5 Mur -47w — 23] Mw 17.7 
Russia 02545 = + OB Apr + 79A +16.3 Ma 4750 120 we — 124 





*Estimate. * includes gold. t Visible and invisible trade balance. §New senes 





FINANCIAL MARKETS Moscow fell almost 20% in the week to May 27th as investors fled 
the rouble and the central bank tripled the refinancing rate to 150%. Seoul slumped 15.1% as 
figures showed that the economy had contracted sharply in the first quarter. Budapest and 
Istanbul also suffered heavy falls. Singapore bucked the trend, rising 1.7%. 

























































































Currency units Interest rates — Stockmarkets % change on 

per $ perf short-term —— May 27th Dec 31st 1997 

May 27th yearago May 27th % p.a. one in local in $ 

week currency terms 

China 828 829 13.5 651 1,4832 +32 + 179 +179 

Hong Kong 775 ee, aaa 8,983.4 -59 - 162  - 162 
India - 414 358 674 133 3,777.2 AS 4) 321 = <= Ble 

indonesia — 10,500 2,443 17,22 45.76 470 — —-i12? « 38 - 457 
Malaysia ' 385 290 - 621 -h ee E 38 771 - $07 
Philippines — — 39! 264 637 1443 2060! - 19 + 102 + 126 

Singapore 151. .— 143 (17 a Ae. SED 12958 a 17  — 153  — 144 
South Korea 1,413 893 2,303 1800 — 3135 -151 = 167 nil 
Taiwan — 339 279 552 720 80682 -24 = 15 = 49 

Thailand 396 258 646 21.00 361. — 43 — 87 + 10 

Argentina 1.00 1.00 1.63 11.20 603.1 Zr  - 122 = 122 
Brazil Lis | 10f. —185. 2160 — 397480 263 - 44 = 23 

Chile — 455 419 — 740 1255 4,333.8 -09 = 96 — 130 
Colombia 1,397 — 1074 L / 3193 11854 —-04 = V2 -22 

Mexico 8.88 791 145 19.15 4,480.4 -28  - 143 - 222 
Venezuela 538 44 — 878 3760! 61718 - 53  - 287 - 332 

Greece 307 272 50 13.03 2,523.0 -09 + 705 +574 

Israel 3.65 338 595 9.47 3277.1 4 19+ 124 90 
Portugal - 182 172 297 444 57040 -15 + 508 + 522 
South Africa 516 447 841 1440 — 7,4522 -28 + 202 + 34 

Turkey 256,950 140,075 419,008 78.85 $0060) - 06 .. 83 = M3 

Czech Republic 335 328 546 15.85 455.4 -33 = 8! = 48 
Hungary 213 “182 347 169 7,154 8 -105  - 106 - 141 

Poland | — 351 320 572 2249 158343 -40 + 80 + 85 

Russia 600 S77 978 15000 1872 -197 - 528  - 528 


Sources: Nationa! statistics offices, central banks and stock exchanges, Datastream/IC V; EIU; Reuters; SBC Warburg. J.P. Morgan; Hong Kong Monetary 
Authority; Centre for Monitoring Indian Economy; Bank Negara Indonesia; Malayan Banking; Philippines National Economic and Development Authority. 
Hoare Govett Asia; FIEL; Baring Securities: Merrill Lynch; Bank Leumi Le-Israel; Standard Bank Group: Akbank, Bank Ekspres; Deutsche Bank; Russian 
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"A week of back-to-back meetings. 
Could | reward myself this weekend 
without exceeding my credit limit? 


H 


Diners Club 
International 





Jbl2 35578 0004 
C204 £424 
-82 26 — ~ 00/00 —- D0700 


At Diners Club, we dont confine you by presetting a spending limit. Rather 
you can relax and enjoy the flexibility that vou have earned. So when two clients 
turn into eight for dinner or you simply want to extend your trip to include some 

playtime, you can count on us. Diners Club says "yes" in more than 175 
countries around the world. So dont take chances. Take Diners Club. 
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Philippines debt instrument and brings to US$ 1.5 


Meeting the needs of Asian sovereign borrowers 1n 
todays market environment takes real local under- 


standing and commitment backed by a global 


corporate and investment banking network of 


research, corporate finance and market skills 
Thats why Bangko Sentral ng Pilipinas 
turned to ING Barings to lead the first Asian 
sovereign debt deal for 1998 
Ihe US$ 750 million deposit facility was the 


largest ever underwritten private placement for a 


ING Barnes i the organisanion and trad 1 | ING Hank NX md certain of 


Né: Hank N.X wt of ING Gn " t} lay tt 
INC, H { | 

















billion the total amount raised by ING Barings in 
international markets for the Philippines’ central bank. 

I! you would like to know more about 
ING Barings’ world-leading standards in trading 
and placing Asian sovereign risk, we're there at 


www.ing-barings.com or facsimile: +852 2537 1569. 


ING BARINGS 
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A chicken in every pot, 


two cars In every garage, 
a bomb in every backyard? 
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Vivendi is the new name for Compagnie Générale des Eaux. Its role has grown from simply providing people with 


VIVENDI. COMMITTED TO MEETING YOUR LIFE’S EVER-CHANGING NEEDS. 





purer water, to providing energy, transport systems, waste management, construction and property, communi- 


cations and telecommunications. In other words, simply to improve your everyday life, today and tomorrow. 





World leader in Environmental 
Services and one of the major 
European leaders in Communica- 
tion and Construction, Vivendi 


RS Wee orit employs 220,000 people in 90 


> “we te; Lm eni 
= Ata Peis "o" bce (a 
ee t: 
E" 


| ^ countries. 
mi | 
qu cA : Its turnover is close to $35bn 


and its net income is expected to 


exceed $l.lbn in 1998. Vivendi's 





market capitalisation is close to $30bn (mid 1998). Vivendi is part of the 
DJ Euro Stoxx 50. 

In Asia too, Vivendi's activities are every day helping to improve the quality of 
life for millions of people. 

As the world No. in water distribution, Vivendi is present through the Compagnie 
Générale des Eaux and OTV in Malaysia in the State of Selangor, at Tianjin in China 
and at Sidoarjo in Indonesia. The Compagnie Générale des Eaux has recently been 
appointed by the city of Chengdu (population 10 million) in the central province of 
Sezchuan in China to supply the city with drinking water. OTV, the Vivendi subsidiary 
specialising in water treatment and high-tech processing, is very active in Asia. For 
example, OTV has some 20 references in China. 

In the field of cleaning and waste incineration, the Vivendi subsidiary Onyx has a 
presence in Taiwan and in Macao. 

In energy, Sithe, a Vivendi subsidiary, with its partner Marubeni, constructs and 
operates independent electricity production plants in China (Puqi, Houjien, Tangshan 
and Changzou), in Thailand (Coco) and in the Philippines (San Roque). 

In construction, Campenon Bernard SGE and Freyssinet, both Vivendi subsidiaries, 
are very active in Asia, with several achievements including the Kwai Chung viaduct 


in Hong Kong. 








COMMITTED TO MEETING YOUR LIFE’S EVER-CHANGING NEEDS. 





www.vivendi.com , 
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When everything clicks, 
; unlocking value is simple. 


É Bankers Trust To open new opportunities, you 

Architects of alwe need the right combination of 
Strengths, all working together. Which is what growing and 
restructuring companies find at BT Alex. Brown. 

We've combined the Jongsstanding expertise of each 
component in our global investment banking firm to create the 
first truly integrated source of innovative financial solutions. 

So our clients—in 50 countries around the world—now 
have access to in-depth industry knowledge, preeminent 
research, and proven strengths in advisory services and bank, 
bond and equity markets—all on a global scale. 


Talk to the people at BT Alex. Brown. The right combination 
unlocks value around the world. 


È BT Alex. Brown 


© 1998 Bankers Trust Corporation and its affiliated companies. BT Alex. Brown is 


Oe EG 


the marketing name for Bankers Trust's investment banking activities conducted by 
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As the stand-off between India and 
Pakistan threatens to turn into an arms 
race, the world must strengthen its efforts 
to thwart the further spread of nuclear 
weapons: leader, page 15; India fails its 
economic test, next page; dealing with 
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~ Bubble economics 


Sig—To- suggest. that American 
interest rates must rise in order to 
burst an equity. bubble is 
. unsound advice (May 9th). In 
^ fact, it is difficult to determine 
=> whether an equity bubble exists. 
The high level of real interest 
rates and low level of fiscal 
imbalance suggest that the rise in 
equities is healthy. In addition, 
American share-price apprecia- 
tion is an extension of global 
asset reallocation as economies 
in Asia wane. Alan Greenspan's 
previous attempt at bursting an 
equity bubble with monetary 
policy, H years ago, ended in a 
malaise of policy shifts that had 
. unfortunate consequences for 
. several years afterwards. 

— As market theorists know, 
bubbles are commonplace. Calls 
- for market sanity often exacer- 
- bateasituation iffears of preserv- 
ing financial security grow 
simultaneously with asset prices. 
Raising interest rates in today's 
unsettled and disinflationary 
environment may cause a dra- 
mic price decline. In the 
process of collapse, the central 
bank would lose credibility and 
the effectiveness of monetary 
policy would be undermined. 
Such was the case in the United 
- States during the Great Depres- 
sion and in Japan throughout 
this decade. In both cases, the 
psychological impact of “shock- 
ing" the domestic market result- 
. edinaclassic liquidity trap. 

. . MrGreenspan has consistent- 
' ly taken account of Japan's econ- 
. omy in his testimonies and poli- 
‘cy, preventing the export of 
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Subscription Service 


Japan’s iadi trap to America. 
Thus, he places much more 
import on the effect of changing 
asset prices on international 
wealth than domestic econo- 
mists care to do. Relegating 
domestic inflationary pressures 
to the less predictable issue of 
wealth preservation and global 
trends appears dovish but is 
actually a unique and bold reve- 
lation by a central banker. 

New York ROBERT FULLEM 


Sig—Although the source of 
asset-price bubbles is not directly 
attributable to the conduct of 
monetary policy, it is unthink- 
able for a central bank to entirely 
ignore asset prices. In recent 
years, inflation has become 
embedded in asset prices, while 
more traditional measures have 
stayed subdued. This has clearly 
become a factor in the Fed's mon- 
etary-policy deliberations. 

The problems with explicitly 
using monetary policy to contain 
asset-price bubbles are several. 
First, depending on a variety of 
factors, a steep rise in interest 
rates may be required. Second, 
the adverse effects on asset prices 
and real economic growth will 
awaken Congress and could 
prove disruptive to central-bank 
independence. Third, other 
means, including margin 
requirements and (for emerging 
countries) capital controls, 
already exist and might, under 
carefully defined circumstances, 
be preferable. None of these mea- 
sures is ideal in an increasingly 
global marketplace but each 
deserves scrutiny. 


Th e 
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Nor can we E certain. that 


asset prices. are unsustainable . 
and inconsistent with the funda- 


mentals. I believe the relation- 


ship has been misaligned for sev- 


eral years, but how can we be 
certain? For an investor, asset- 
price increases represent poten- 
tial capital gains. In the mean- 
time, I would expect to see more 
of the same. The Fed will justify 
its actions on the basis of real fac- 
tors, while in reality taking into 
account the. effect on financial 
id. not expect to 
hear Alan Greenspan challenge 
the level of market prices again. 
Boston JOHN BALDER 
Be et Eta tot p EL o ESS aan te ean — 


Back to the futures 


Sig—-Osaka merchants deserve 
acclaim for developing the rice- 
futures contract (May 23rd) but it 
was not the first futures contract. 
That dubious honour goes to the 
Dutch, who speculated in tulip 


bulbs 100 years earlier. 
Tiburon, 
California MARK BEWSHER 


DR ENTIRELY IRE BRE ee LIE Re RIO REET | 
French lesson 


SiR—Charlemagne (May 16th) is 
wrong when he translates “inau- 
gurer les chrysanthémes" as 
"open chrysanthemum shows". 
The expression stems from the 
mostly ceremonial activities of 
the presidents of the Third (1870- 
1940) and Fourth (1946-58) 
Republics who were prevented 
by the constitution from taking 
any active political role. They 
were reduced, during their trav- 
els in the provinces, to laying 
wreaths at monuments to fallen 
soldiers and extolling sacrifice 


and civic virtues. Such activity 


was described as “inaugurer les 


chrysanthémes”, as wreaths were. 


generally made of these flowers, 


and new war memorials flour- 
ished in their thousands, espe- - 


cially in the inter-war period. 
Wreath-laying became widely 


mocked as futile duty, symbolis-. 


ing the neutering of the presiden- 
cy. The presidents themselves 


made things worse: President . 


Doumergue was a radical- 
socialiste bore, who tended to 
ramble off his prepared texts; the 


short-sighted President Lebrun 


was reduced to tears when read- 
ing his speeches by refusing. to 





t Nevispaper Limited. me Economist is xi | registered trademark : 


s@economist.com 


i wear glasses par coquetterie; and 


President Coty was so shy that he 
seldom appeared in public and 
was often unrecognised by offi- 
cials when he arrived in a village 
to make a speech. Whatever may 
be said of Jacques Chirac, he is no 
wreath-layer. 


Paris ‘OLIVIER DEBOUZY 


Srr—Your article on Hong Kong 
(April Hth) relates to the bill 
which, among other things, sub- 
stituted the "state" for the British 
"crown" in the pre-handover 
provision dealing with the bind- 
ing effect of statutes. You refer to 
the concerns of some Hong Kong 
businessmen that mainland Chi- 
nese state and Communist Party 
bodies, with extensive business 
interests in Hong Kong, will rise 
above the law in the pursuit of 
commercial advantage. That 
concern is misconceived. To 
come within the definition of 
"state" set out in the bill a body 
must carry out the executive 
functions of the central people's 
government and must not exer- 
cise commercial functions. The 
adaptation of the previous provi- 
sion to reflect the change in sov- 
ereignty will not, therefore, give 


. mainland bodies any particular 


commercial advantage. 
TAN WINGFIELD 
‘Department of 
Hong Kong Justice 
——— E E A ee | 
War games 


SiR—You say (May 9th) that a war 
game in California “.. . proved 
that ‘weekend warriors’ are per- 
fectly capable of engaging in full- 
scale armoured combat whenev- 


er Uncle Sam needs them.” My 


six years in an elite, mechanised 
infantry battalion of the Califor- 
nia Guard left me with the con- 


.viction that warfare must be left 


to professionals—if you want to 
win. It is simply. not possible to 
achieve your potential by train- 
ing two days a month. 

did. my best when in uni- 
form, but I never deluded myself 


_ into thinking i was a soldier. My _ 
_ officers were adroit at such self- 


deception, however, and I see 
that has not changed. - 

Bangkok | _ LAWRENCE BARNES 
e a a ME PINE Se ——— 5 
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TRADE LAW AND POLICY ADVISORS 
IN CENTRAL AND EASTERN EUROPE 
AND THE FORMER SOVIET UNION 


The Commercial Law Development Program of the US Department of 
Commerce seeks experienced attorneys and economists to serve as 
advisors to Trade Ministries in Central and Eastern Europe and the 
former USSR. Future openings may include positions in Russia, Ukraine, 
Moldova and/or Albania. 
























| 
Resident Advisors may be stationed in-country for one year or more. | 
They will provide technical assistance on GATT/WTO and other trade | 
policy issues. Salaries are commensurate with those of US Government | 
officials with comparable responsibilities, and overseas benefits are 
provided as appropriate. Successful candidates will have significant 
expertise in GATT/WTO issues (particularly accession), outstanding 
managerial and interpersonal skills and knowledge of the region. 
Significant experience in public and private sector policy-oriented work 
and overseas experience are highly desirable. US citizenship and a JD or 
Masters degree in economics or a related field are required. | 


Applicants should submit a cover letter specifying their areas of technical | 
expertise, the position(s) for which they wish to be considered and a 
resume as soon as possible to: 
Commercial Law Development Program, 
Office of the General Counsel, 
US Department of Commerce, 14th St. and Constitution Ave., 
NW, Washington, DC 20230 
(Attn Resident Advisor Program). 


Facsimile submissions are welcome; send to fax number (202) 482-3244. 
Applications will be considered and positions filled on a rolling basis. Only 


successful candidates will be contacted. Application materials will not be 
returned. 





The US Department of Commerce is an equal opportunity 
employer; minorities encouraged to apply. 





EUROPEAN ENERGY MARKETS 
Strategic, Project and Quantitative Analysts 


Excellent career opportunities for individuals with superior analytic and 
commercial capabilities to join the London based team building a leading 
energy business in the European electric, natural gas and oil markets. This 
long established company has trading offices and industrial assets worldwide. 


* Senior Strategic and Project Development Analyst: The individual will 
become part of the senior team identifying and executing strategic initiatives 
with responsibility for project, market and competitive asset analysis. 
Successful candidates will have five to ten years of commercial experience in 
analysing and executing complex transactions and superior economic, market 
and financial analytic skills. Intellectual curiosity and rigour are essential. 
Knowledge of trading practices and European energy markets a plus. Fluency 
in two European languages required. 


* Project and Strategic Analyst. The individual will be responsible for 
analysing specific strategic alternatives, asset acquisitions and complex 
structured transactions. Successful candidates will have one to three years' 
experience in project analysis and be quantitatively orientated. Intellectual 
curiosity and rigour are essential. Knowledge of trading practices and 
European energy markets a plus. Fluency in two European languages required. 


* Electric and Gas Modelling and Quantitative Analyst. The individual 
will lead the development of complex quantitative tools analysing the 
European energy markets used to support trading and asset acquisitions. The 
successful candidate will have a post graduate degree in a technical discipline 
with a quantitative orientation such as Operations Research, Mathematics or 
Economics (or the equivalent experience) together with strong analytical 
skills, programming skills and a good knowledge of optimisation techniques 
including linear, mixed integer and stochastic programming. Knowledge of 
European energy markets and trading practices a plus. 


Salary competitive, prospects exceptional. 
P.O. Box 4081 
The Economist Newspaper Ltd 


25 St. James's Street 
London SW1 1HG 





DIRECTOR GENERAL 
JERSEY FINANCIAL SERVICES COMMISSION 


JERSEY SALARY IN EXCESS OF £100,000 
© Jersey has an established reputation as a highly respected 
international finance centre based on a history of financial security and 
stability. With over £200bn invested it is a leading offshore centre with 
financial services accounting for over 5096 of the Island's GDP. 

€ Appropriate legislation, supervision and depositor protection are 
fundamental to the Island's success. This summer a new, independent 
Financial Services Commission will be formed, taking over from the 
existing Government Department; a Director General is required to 
succeed the first incumbent who retires at the end of this year. 

@ Accountable to the Commissioners, the Director General will 
perform a high profile public role ensuring proper supervision and 
regulation of the financial services industry in Jersey, developing and 
recommending appropriate policy, promoting Jersey as an international 
financial services centre and managing the Commission's resources. 


€ An experienced financial services industry professional with a 
proven track record of operating at a senior level in another 
regulatory body or possibly working on regulatory issues within a 
major financial institution or professional firm. A legal qualification 
is desirable although a background in accountancy would also be 
appropriate. 

€ Outstanding interpersonal skills are essential, with ability to 
influence at all levels; also comfortable in an international 
environment. First class communication skills, experience of 
handling the media, public speaking and networking at a 

senior level. 


© This is an outstanding opportunity to build on Jersey's 
established reputation and to lead the Island's development as an 
international centre of excellence into the next century. 


Please apply in writing quoting reference 2822E 
with full career and salary details to: 
Judy Atchison 
Whitchead Selection 
11 Hill Street, London W1X 8BB 
Tel: 0171 290 2140. Fax: 0171 290 2050 
www, whitehcadselection.co.uk 


Whitehead 


SELECTION 


A division of Whitehead Mann Ltd, 
a Whitehead Mann Group PLC company 
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MV 
“Ameren ert 


If you want to succeed with a dynamic organization in the 
fast-growing financial markets for electric power, consider 
AmerenEnergy. We are the national trading and marketing 
subsidiary of Ameren Corporation, a $9 billion asset energy 
company. 






We seek highly motivated professionals to help build the 
premier firm in the newly deregulated power industry. 
Successful candidates will possess both excellent 
communication skills and the ability to work effectively 
in a fast-paced entrepreneurial environment 







AmerenEnergy now has career opportunities at our 
St. Louis, MO headquarters in the following areas: 





> Commodity Traders — Expertise in futures, financial or 
physical markets. Power marketing and/or natural 
gas experience a plus. 





» Risk Managers —Fundamental understanding of energy 
markets necessary. Proficient in quantitative methods for 
risk valuation and control. Confidence and interpersonal 
style capable of effectively interacting with traders and 
senior management. Proven track record. 






> Quantitative Research Director — Innovative thinker to 


“+ : r. ws 
UNOPS @ (itp 
Regional Programme Specialist 
Accountability & Transparency 





Ihe UNOPS executed UNDP Programme for Accountability and Transparency 
(PACT) of the Management Development and Governance Division (MDGD) 
supports initiatives for the improvement of financial management in areas such as 
planning, budgeting, cost control, ace ounting, records management, reporting and 
auditing and facilitates identification of causes and consequences of corruption so 
reform strategies for combating corruption can be dev eloped 










lhe Regional Programme Specialist’s main duties are 
l. at country level, provide strategic support to governments to enhance 
accountability and integrity in governance together with developing and 
implementing country level projects 







2. advise on the establishment of comprehensive national integrity systems, 
including development of anti-corruption strategies at the county level 






3. capture and share best practices in promoting accountability and 
transparency in governance and disseminate lessons learned to foster 
national action. 







Qualifications: advanced degree in Political Science, Financial Management, 
Accounting, Economics or related field. Minimum of eight to twelve years 






work experience in public or international institutions. preferably directly related 
to this vacancy. Good knowledge of the Asia-Pacific region essential. Excellent 
management skills, ability to work independently as well as in team 
settings. Experience in development cooperation at the international/regional 
level essential. 








For more details please visit UNOPS website at: www.unops.org - ‘The 
Market Place’ 










Applications deadline: 26 June 1998. Please e-mail/fax detailed CV 
(including salary history, birth date and nationality) with reference [GLO/97/G99 - 
Regional Programme Christian Gronlund at: 
(ChristianG@unops.org], fax: +1 212 906 6906/02. Indicate earliest a ailability 
date. Female candidates are encouraged to apply. Please note that only short-listed 





Specialist] to 





applicants will be contacted 









PERSONNEL AND TRAINING 
OFFICERS 


Your functions will include: (i) recruitment at the 
international level; (ii) performance evaluation and career 
development; (iii) advice on the Bank's personnel policy 


Excellent 
( üreer 
(/pportunities 






mith 
a 





identify and develop strategies in trading and product 
Structure. Excellent quantitative capabilities and cre- 
dentials. Leadership ability to direct talented individuals. 


> Merger & Acquisition Strategist—Experienced negotiator 
and deal-maker to source alliance Opportunites and 
structure winning transactions. Strategic visionary with 
ability to create affiliations that optimize the opportunities 
in the restructuring energy industry 






Premier 

Finance 

Institution 

in 

the 

lsian 

and 
Pacific 


Region 









If you are interested in joining our team of experts, please 
send your resume to: 






aV. 
A Ameren Energy 


Management Recruiting 
PO. Box 1111 
St. Louis, MO 63188 
314.613.9123 fax 
Opportunities@AmerenEnergy. com 









Ref no. 9818 
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al i: 


matters and procedures, (iv) guidance to staff members and 
managers, (v) training and development particularly 
conceptualization, design and facilitation of innovative 
supervisory and management development programs; and 
(vi) other admunistrative assistance and support to the 
operational areas 

You must have 

V Post graduate degree in liberal arts, education, business 
administration or related field, preferably with formal 
training in personnel management, 

Y <A minimum of 7 years of proven experience in various 
facets of human resources including planning, recruiting, 
training and performance management in a professional or 
senior management position with a leading organization; 

Y Excellent analytical skills; and 

Y Demonstrated superior oral/written communication skills 

We offer internationally competitive remuneration paid in 
U.S. dollars (normally free of tax, however the Bank is not 
liable to reimburse any tax amount due on Bank income as 
determined by candidates’ national authorities) and an 
excellent benefits package 


Women are actively encouraged to apply 


Send curnculum vitae and cover letter by fax or mail, no later 
than 20 June 1998 to: 


HUMAN RESOURCES DIVISION 
ASIAN DEVELOPMENT BANK 


> -E P. O. BOX 789, 0980 MANILA, PHILIPPINES 
N ry g= Fax (63-2) 636-2550 http://www.asiandevbank.org 


Only shortlisted candidates will be notified. 
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ake it. the World s leading. automotive ea gübiisher. | 
z ` This i is an opportunity to join a world-renowned team of in-house 
specialists and local correspondents. Reporting to the Managing Editor, 
you will take responsibility for further developing the forecasting 
capability and content of the Automotive publications. This will 
involve monitoring the global and regional industries and economies 
as well as collating data and opinions to produce informed forecasts. 

.. An extensive knowledge of the global automotive industry i is required, 
>with several years’ relevant experience. You will also possess a real grasp 
^ of the economic and company factors which inform a reliable forecast 

and have experience of collating, manipulating and interpreting data, 
Industry-wide interest is important and a knowledge of the truck sector 
"would be a bonus. Computer literacy is essential (including Word and 
Excel) and some publishing experience would be an advantage. 
Please send a copy of your CV, including current salary details, to 
Richard Claughton, HR Manager, at the address below. nee date: 
26th June 1998. 


THE ECONOMIST INTELLIGENCE UNIT 
15 REGENT STREET : 
eee ee LONDON SWIY 4LR | 
The Economist EMAIL: richardclaughton@economist. com 
Intelligence Unit 


THE INTERNATIONAL TRAINING CENTRE OF TH 
INTERNATIONAL LABOUR ORGANIZATION, 
TURIN (ITALY) 
seeks 


a Human Resources Development Offi 


Reporting to the Senior Personnel Officer, the Human Resources Devi 
Officer will assist in the establishment of an integrated human — 
development programme and in the implementation. of the related organiza 
changes and of the modifications to be introduced in the Centre Staff Regula 
and procedures. He/she will also (a) assist in strengthening the in-house c 
to carry out job design; (b) identify mid and long term staffing needs; (c) d 
and implement efficient recruitment programme; (d) maximize opportuniti 
staff growth and development; (e) prepare a competence inventory for all 
members; (f) assess training and learning needs and support ongoing le 
initiatives; (g) develop a new appraisal system that effectively describes 
measures staff performance. 


Qualifications required: (1) Advanced university degree in. human "fe 
management or in social sciences or public or business. administratior 
specialization in human resources management. (2) Seven years of work in the 
of human resources maniem and dovelopiicat, personnel adminis 


aduding p proven ability : to write: clear and concise texts) in either. Eng sh 
French, and a very good knowledge of the other language. A knowledge ol 

or Spanish would be an advantage. (4) Working knowledge of compu 
techniques and human resources computer packages and of basic software. 


The position carries the P.4 grade in the United Nations gradings ri 

salary and other benetits of the international civil service. Duty stati 

Detailed job-description can be requested to the address ind sated heren 
Please send detailed CV (quoting reference 7/98) not later than 30: 3 
Personnel Office, International Training Centre of the ILO, 125, Co 
d'Italia, 10127 TURIN, Italy - FAX n. (39 11) 6936.699 --e-mail: PERS@it 


The ILO is an equal opportunity employer Acknowledgement will il only be 
short-listed candidates. - 





_| ECONOMISTS: POLICY ANALYSIS/EVALUATION 


~ e environmental economics/energy 
= e Social policy 


; K " ECOTEC is a leading international policy house with offices in 
-f> London, Brussels, Madrid and Birmingham. With a staff of over 


150 we provide research, consultancy and programme 


. management for all stages of the policy cycle from policy 


_. formulation through implementation to evaluation; in the fields 
of economic development, social policy, environment and 
innovation. We work extensively for the European Commission, 


.. UK Government Departments and other central governments 


and public agencies. 


Due to an increase in the demand for our services in the UK and 
also in Brussels we have a number of positions available for 
senior and junior staff in London, Birmingham and Brussels. 


. Our assignments are challenging and varied. Our current work 
includes: the development of environmental taxes; evaluating 


^^ the effectiveness of different structural fund interventions 


.. throughout the EU; developing local regeneration strategies; 


Ole researching the links between training and UK competitiveness, 


- managing innovative programmes in the fields of training, 
urban development and energy; cost benefit analyses and 


: — |. appraisals of major public investments; implementing one of the 
| UK's largest regeneration programmes linking city centre 


| i pogeneration with wang and social developmen. 





Research & Consulting Lt 


* urban and regional development 
* innovation/competitiveness 


Consultants and Senior Consultants Package upto £48,00 | 


The more senior positions require at least 6 years experien 
the more junior 1 to 2 years. Applicants will be highly. qualift 
usually with a good quality higher degree. There are a lim 
number of openings for “internships” for people direct fror 
university. We are especially interested in candidates who can 
work across our range of interests. We welcome e applicants from : 
all EU countries. 


International Experts 


Due to our increasing work load in East and Central Europe, we - 


are also looking for experts to undertake long- and short-term © 


assignments in the following areas: renewable "ar 
environment, social policy, training, economic development. — . | 


Please apply in writing sending a CV and specifying. the 
position sought, and current salary details to:- 

Ms P. Mcintosh, ECOTEC, Priestley House, 

28-34 Albert Street, Birmingham, B4 7UD, 


E-mail; Paulette Mcintosh(gecotec.co.uk 


See our website: www.ecotec.com for these and other posts. 





| United Nations Educational, Scientific and Cultural Orgaubzadios 















E The: UNESCO Courier, an illustrated monthly magazine 
published in 27 languages, is now being redesigned to offer 
better coverage of major contemporary issues. It is geared 
| to young educated adults and reflects UNESCO's ideals of 
freedom and solidarity. The magazine is currently filling the 
following positions in UNESCO Headquarters, Paris, France: 


| 1. EDITOR-IN-CHIEF 


Main responsibilities 
Incumbent will supervise the editorial work of a permanent, 
international team of a dozen journalists. 


.| Requirements 

* University degree or equivalent experience; 

e At least twelve years’ professional experience as a 
journalist, five of which as Editor-in-Chief or as section 
chief or head of an editorial team in a commercial daily 

newspaper or magazine; 

© International experience would be a great advantage; 

© Perfect written English and good knowledge of French 

- ere obligatory; a working knowledge of Spanish would be 

. an asset. 

















‘Salary and benefits 
The post carries grade P-5 common to the UN system which 
includes a salary in the range of $78,000 (without 
dependants) to $84,000 (with dependants) - exempt from 
all direct taxation, and an international benefits package. 


. CHIEF, DISTRIBUTION AND PROMOTION 


fain responsibilities 

"Developing and implementing a new Strategy of 
Circulation and promotion for the three language editions 
" (French, English and Spanish), of The UNESCO Courier 
~~ produced at Paris Headquarters. This also entails the 
- management of the sales and promotion team. 

© Improving the international network of sales agents and 
. €o-editors of the 24 language editions. 















Requirements 

*- University degree or equivalent professional experience; 

* At least ten years' experience, five of which in a position 
_. of high-level responsibility and/or director of promotion 
~ and sales, preferably in the commercial press; 

^ Leadership qualities and experience supervising a small 
- international team; 

» International experience would be a great advantage; 

» Good knowledge of both English and French are 
obligatory; a working knowledge of Spanish would be an 
asset. 














_| Salary and benefits 

| The post carries. grade P-4 common to the UN system which 
includes a salary in the range of $66,000 (without 
dependants) to $71,000 (with dependants) - exempt from 
all direct taxation, and an international benefits package. 


ndidates interested in these positions should address a 
detailed curriculum vitae in English or French, attaching an 
entity photograph, to: UNESCO, Chief, Recruitment 
tion, Bureau of Personnel, 7 place de Fontenoy, 75352 
is 07-SP, France, no later than 3 July 1998. Please 
te COU-029 for post of Editor-in-Chief and COU-928 
Chief, Distribution and Promotion. 
















um _ USAID/Croatia 
The US Gen) for International Development (USAID) in Zagreb, Croatia 
requires the services of a U.S. citizen to serve as the Senior Advisor for 
Reintegration and Revitalization. The Senior Advisor will serve as the 
USAID liaison on matters regarding USAID support for the reintegration of 
displaced persons and the revitalization of war affected regions in Croatia. 
The position will be a renewable two-year Personal Services Contract 
(USPSC) beginning in August 1998. 
















Minimum qualifications: US citizen; graduate degree in international 
relations, international law, political science, economics, business or other - 

| closely related field; minimum ten years' progressively responsible 
international professional management experience, preferably with an 
international development agency, public or private foundation or policy 

| institute, private consulting company, and/or international NGO. Willingness 
and commitment to travel regularly throughout Croatia. Ability to obtain ac 
medical and a secret level security clearance. 



























Knowledge of USAID policies, significant supervisory experience anda 
knowledge of the Croatian language would be definite advantages. 








Salary and benefits: Starting salary is from $61,656 to $80, 151 per annum F 
commensurate with experience. Standard USAID benefits include housing, | 
travel, and transportation of personal effects to and from Croatia. As a PSC, - 

the Contractor will not be eligible for the IRS overseas tax exclusion. » 







Application: Submit U.S. Government form SF171 (available at U SC 
Government offices or internet http://fillform.gsa. gov) to; Mr. Kenyon, - uw ie 
Regional Contracting Office, at OAR/Budapest by fax [36-1] 302-0581 or by. 

email to mkenyon@usaid.gov by June 24, 1998. Applicants may. also 
submit a CV in addition to their SF171 applications. Please reference 
Solicitation 160-98-06. 






















Telecommunications Market Research 3 
South West London |. 
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Senior Consultant 


About You d 
* At least seven years telecoms experience in a E or E 
an operator. ER 
* Proven experience in analysing how the market for telecoms. ER 
is developing after liberalisation and/or the development of T 
telecoms pricing and tariffs i 
* A degree plus further business qualification and fluency i dk 
more than one European language. : 
* Excellent presentation and communication skills - 













ca. £40,000 + Bonus + Benefits * 





























The Package | 

* A senior member of the research team concentrating on 
pricing and tariff structures and market developments post. 
liberalisation 

* Opportunity for extensive international travel 

* Comprehensive package of benefits 






















| The Compan y www.eurodata.co.uk 
| Eurodata is a leading telecommunications research consultancy | 
with a worldwide client base. The company offers the | 
opportunity to work in a small, dynamic and international team | 
in spacious offices in Richmond, Surrey; just 10. miles from. 
central London. | 
Please send your CV to Richard Cadnian;: Eurodata 
Foundation, PO Box 39, Richmond, Surrey, TW9 T ii 
England or by e-mail to o richarde@eurodata.co.uk - 













When the single currency arrives 
will your company be ready? 


A new report from the Economist Intelligence Unit, Corporate strategies for the euro, 
provides comprehensive analysis of the commercial issues facing you in Europe after 
monetary union. It advises you on how to prepare each part of your business for the 
changeover to the euro and highlights the major new strategic choices you now face. 





What the euro means Advice for each department of Practical coverage—with case 


for you your company studies and checklists 
Corporate strategies for the euro takes Corporate strategies for the euro helps Revealing case studies show how $ 
you systematically through the issues you identify at an early stage which areas companies such as Rank Xerox, 


Deutsche Bank, Porsche and Irish 
Dairy Board are planning for 
monetary union. Helpful checklists 
highlight the main action you should 
take now and in the future. 


of your company will be most affected by 
EMU and how you should react. For 
example: 


involved in all parts of your European 

activities. Through its practical, three- 

part structure the report: 

» Reviews the key components of 
EMU and the uncertainties 


Human resources—specific issues of 
payroll and training as well as the wider 


surrounding transition to the 
euro—highlighting the practical 
implications for companies in 
both the “in” and “out” countries 


implications of a pan-European labour 
market 


Marketing—the impact of the euro on 
pricing, brand strategy and competitive 


Answers to all the key 
concerns for your business 


>» Examines the problems facing pressures How can you ensure information 
managers in each department of : y technology and treasury systems 
your company—including Finance—the opportunities and problems transfer smoothly to euros? Where 
marketing, finance, IT and human of intra-ccompany billing, dual-currency may you find unexpected 
TRES accounts and accounting in euros problems? 

> Focuses on the special issues faced Helping your industry Do you fully understand issues 


by particular industries from 
manufacturing and financial 
services to retailing and transport. 


Separate sections explain the unique 
problems facing each of these sectors: 


surrounding security of contracts? 
How could your existing contracts 
unravel with the change to euros? 


automotive, consumer products, 
chemicals, pharmaceuticals, metals and 
mining, financial services, IT, 
consultancy, tourism, crossborder trading, 
retailing, transport and logistics. 


How will you respond to the effects 
of EMU on your supply chain and 
distribution channels? 


In one volume you have a complete 
guide to the subject, describing in 
simple language the often complex 
issues involved. 





The complete answer to your concerns about the euro—order your copy today by calling 


(852) 2802, 7288 and quoting reference 3ABRPK 


To order your copy complete your personal details, choose your payment method and post to: The Economist Intelligence Unit 
25/F Dah Sing Financial Centre, 108 Gloucester Road, Wanchai, Hong Kong. Alternatively, you can order by telephone on (852) 2802 7288/2585 3888 
by fax on (852) 2802 7720/7638. or by e-mail at hongkong@eiu.com, Visit our web site at http://www.eiu.com. 





O 1 enclose a cheque for US$ payable to 


(| Yes! Please send me copies of Corporate strategies for Uii n 
The Economist Group (Asia/Pacific) Ltd 


the euro, price: US$595. Postage is included. 
O 1 am paying by telegraphic transfer to: 
Hongkong and Shanghai Banking Corporation Limited 
Hong Kong Main Office, 1 Queen's Road, Central Hong Kong. 
A/C No 500-050 125 A/C Name: The Economist Group (Asia/Pacific) Ltd 
(Please enclose a copy of your telegraphic transfer instruction.) 


Name (Mr/Mrs/Ms/Dr) 
Job title 








Company name 

















Address J Please charge US$ to my 
Q American Express OQ Visa — 1 MasterCard 
Account No. 
Postcode Country 
Signature: 
Nature of business 4 m 
: Ere dar Ae, SS ee ee eee s id ERU 
Tel Fax | 
I do not wish to receive promotional material The Economist 
E-mail from Q The EIU O Other companies Intelligence Unit 





The Economist Intelligence Unit Limited, 15 Regent Street, London SWIY 4LR, UK. Registered in England and Wales No. 1762607. Registered Office: 25 St James's Street, London SWIA IHG, 3ABRPK 
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The CFA charter means the 
same thing around the globe. 
Investment professionalism 
and excellence. 


hus 


Over 24,000 investment professionals from 63 countries have earned the CFA" designation — 
Chartered Financial Analyst. And that speaks volumes in any language. It says that the 

z standards represented by the CFA charter are a constant in an ever-changing world of 
international investments. That the designation's stringent Code of Ethics and advanced 
curriculum provide charterholders with the competitive edge so vital to their success. 


A universal symbol for high professional standards and principles, the CFA charter is sponsored by the 
Association for Investment Management and Research. AIMR also offers other professional development 
programs designed to achieve higher standards for CFA charterholders, their employers and their clients. 


For more information and a free brochure, call 1-804-963-6825. 
Or visit our Web site at www.aimr.org. M R 
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A bomb in every backyard? 


S THE first shockwaves from the Indian 
and Pakistani nuclear tests subside, the 
political fall-out continues to mount. For all 
the chest-thumping in the two countries, nei- 
ther has gained from publicly crossing the 
nuclear threshold: the security of each is now 
threatened by the other's newly brandished 
bombs. Unfortunately, the damage is not 
confined to India and Pakistan. The decades- 
long effort to halt the spread of the bomb, as 
well as other weapons of mass destruction, 
has taken a severe blow (see pages 21-23). How 
well it recovers depends on how others re- 
spond to the Indo-Pakistani blow-up. 

Cooler heads in both India and Pakistan 
have begun to count the cost of last month's few split seconds 
of nuclear prowess. By going first, India has if anything man- 
aged to strengthen Pakistan's security relationship with nu- 
clear-armed China—a relationship that India used to justify 
breaking the nuclear taboo in the first place. Sanctions im- 
posed by America, Japan and others may do more to harm 
Pakistan's economy than India's, but neither will escape dam- 
age (India this week announced a sharp increase in its de- 
fence budget—see next article). Just how costly and dangerous 
the nuclear arms race between India and Pakistan becomes, 
however, depends on whether the two countries now mount 
the warheads they have tested on missiles, as some of their 
officials have boasted they will. 

In a desire to head off that alarming prospect and to 
mend the damage done to the treaties that have kept nuclear 
weapons out of the hands of many other countries that could 
have built them, outsiders are casting about for ways to per- 
suade India and Pakistan not to take any further steps up the 
ladder of nuclear escalation. But therein lies a dilemma. 

Neither government broke any treaties in deciding to 
abandon decades of restraint and openly test nuclear weap- 
ons. Neither has signed the Comprehensive Test-Ban Treaty 
or the Nuclear Non-Proliferation Treaty (the NPT rewards 
countries that forgo nuclear weapons with help for their civil- 
ian nuclear industries) Though some countries have sought 
to punish India and Pakistan for breaking the injunction 
against testing, others, including Russia, China, France and 
Britain—all the official nuclear powers except America—have 
not. France has called instead for talks to encourage India 
and Pakistan to sign the test ban. President Jacques Chirac has 
talked of offering security guarantees and help for the two 
countries’ civilian nuclear industries as inducements to do 
so. But that would be to reward India and Pakistan for flout- 
ing non-proliferation norms that other countries are ex- 
pected to abide by—and so would punch an even larger hole 
in the global anti-proliferation effort. 

That mistake has been made before. When international 
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inspectors blew the whistle on North Korea 
for making more bomb-usable plutonium 
than it had owned up to, America's call for 
United Nations sanctions fell on deaf ears. 
Instead, a desperate deal was cobbled to- 
gether that will eventually reward North Ko- 
rea with two modern, western-designed nu- 
clear-power reactors in return for a promise 
to shut down its plutonium industry. The les- 
son to other nuclear wannabes: rogue behav- 
iour pays. Since then, the UN-led effort to strip 
Iraq of its nuclear, chemical and biological 
arsenals has started to falter because some 
members ofthe Security Council have tired of 
the effort, in the teeth of Iraqi obstruction, 
and want to get on with oil business as usual. Had the council 
shown more consistent toughness in the two earlier cases 
(both North Korea and Iraq had broken NPT promises), per- 
haps the new Indian government would also have thought 
again about kicking over the nuclear traces. 


Disarmament all round 


So what ought to be done this time? Of course, outsiders 
should offer their good offices to try to save India and Paki- 
stan from the dangerous consequences of their own folly—if 
possible, by helping them to achieve and monitor a deal not 
to build the nuclear warheads they have tested, and not to 
deploy the longer-range missiles they have developed. Just as 
both had a choice whether or not to test, so both have the 
option to cap their nuclear competition before it puts their 
security at even graver risk. China could help by promoting 
regional talks on confidence-building. New efforts could also 
be made to help calm the simmering dispute over Kashmir. 

Meanwhile economic sanctions should be toughened not 
eased. As for the test ban, if India and Pakistan think it serves 
their security, they will no doubt sign it; if not, they won't. But 
their signature will not mend the damage to the wider anti- 
proliferation regime. A test ban can prevent the testing of 
fancy new weapons designs, but it does not stop countries 
from building more weapons from the designs they have. 
That is hardly worth paying a price for—certainly not through 
concessions that would put the npr itselfat greater risk. Israel, 
for example, which has not signed the Net either, but has 
signed (though not ratified) the test ban, would surely expect 
any such reward too. But Israel's presumed nuclear capability 
offends other countries, notably Syria, Libya, Iraq and Iran, 
which have signed the Net: if Israel were seen to get the trea- 
ty's benefits without its obligations, there would be nothing 
to stop them withdrawing. The same is true for others in tight 
corners, such as South Korea or Taiwan. 

Might there be a bolder way to proceed? India says it 
would put its name to bits of the test ban, if other nuclear 
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powers agreed to a firm deadline for disarmament. It has long 
complained that the NPr's division of the world into the five 
official nuclear haves and the rest is unfair. Inevitably so. The 
treaty reflected the world of the 1970s, when it first came into 
force. India's complaints made more sense then, when super- 
power nuclear arsenals were mushrooming, than they do 
now. Assuming the Start-2 treaty clears the Russian Duma, 
and Start-3 follows, by 2007 Russia and America will have cut 
their nuclear weapons to 2,000-2,500 apiece (down from 
45,000 and 30,000, respectively, at their peak). It would then 
make sense for the smaller Chinese, French and British arse- 
nals to be negotiated down too. But a reluctant China is now 
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even less likely to agree to that. By multiplying the number of 
nuclear powers India has done nothing to speed up—and in- 
deed may have slowed—the disarmament process. 

Yet it is still in other countries’ interests to keep working to 
halt and, where possible, reverse the spread of nuclear, as well 
as chemical and biological, weapons. That means encourag- 
ing as many countries as possible to ratify the test ban, negoti- 
atingan end to the production offissile material, speeding up 
compliance with new chemical controls and finding ways to 
enforce the ban on biological weapons. Regardless of what 
India and Pakistan have done, the security of the rest of the 
world depends on redoubling all anti-proliferation efforts. 





India's other test 


This week the new government, glowing with nuclear pride, sat an 


economics exam. Its marks were unbelievably bad 


ARDENED observers of the Indian political scene were 
ready for a disappointment, of sorts, on June 1st, when 
India's new government presented its first budget. There had 
been reasons to be hopeful—which is often a bad sign. A 
splendid, possibly fleeting opportunity to reform India's 
backward economy was at hand. The nuclear tests, greeted 
with such outrage abroad, had been welcomed rapturously at 
home, so an intrinsically fragile coalition government had 
strengthened its hand to do something bold with the econ- 
omy. There had been signs that the Bharatiya Janata Party 
(BJP) understood the need for such boldness, and hints, even, 
that it would act accordingly this week. At the same time, one 
reflected, this was India, after all: if the new government fol- 
lowed the example of its predecessors, it would quite likely 
squander the best chance it might ever get to improve the 
country's economic prospects. 

Well, the BjP was bold, all right—and suddenly timidity 
seems fine by comparison. If only the government had done 
no more than squander its opportunity, bringing in a budget 
that was rather a let-down...but then again much as 
expected ... better luck next year. How much better would 
have been mere stupid inertia, the ordinary stuff of Indian 
budgets, compared with the flamboyant display of inepti- 
tude laid on by Yashwant Sinha, the new finance minister. 


Madness in his method 


Mr Sinha's budget (see page 31) was not just bad in an ad hoc 
way. Its incompetence had a theme: swadeshi, meaning "self- 
reliance”, or “better get used to being poor”. The minister said 
he would boost growth by increasing public spending, nota- 
bly on defence; that he would promote industrial develop- 
ment by raising tariffs, already among the highest in the 
world, by eight percentage points across the board; and that 
he would reduce the country’s budget deficit (expected to be 
about 512% of GDP in the current fiscal year) with revenues that 
will come from the growth stimulated by those first two dar- 
ing initiatives. In all this, the budget’s thinking dates back not 
merely to the pre-reform era of the 1970s and 1980s but to the 
Nehruvian model of the 1950s and 1960s—a time, and an ap- 
proach to development, that has secured to this day India’s 
place among the poorest countries of the world. 
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Some who still hope for better from the BJP, who are 
minded in these first weeks to give the party the benefit of the 
doubt, will say this reaction is hysterical. The budget is disap- 
pointing, they will argue, but not disastrous. The syr is still the 
party of small business; by Indian standards, at least, it is in- 
stinctively pro-enterprise, as the budget confirms. 

There are, it is true, some good liberal things to praise. The 
BJP is not as fond of state ownership as the Congress party, 
which ruled the country for most of the past 50 years. This 
week Mr Sinha talked of explicit privatisation—the first time 
an Indian government has done so—although he proposes to 
retain a stake of at least 26% in most enterprises (and more in 
some) and to exclude certain unspecified “strategic indus- 
tries” from his plans altogether. He also had some encourag- 
ing words for investors abroad, promising to speed the ap- 
provals process for foreign direct investment. The supply of 
coal and petroleum will be liberalised. The “urban land ceil- 
ing” regime, an insane array of controls on the transfer of 
property, is to go. Red tape will be chopped. 

Which is all very well. Nonetheless, if this is the best the 
BJP can do when it is as strong politically as it can plausibly 
expect to be, one shudders to think what destructive populist 
things it might do to the economy when its support wanes. If 
growth slows over the coming year, for instance, as it proba- 
bly will, the government's remedy will presumably be even 
more public spending and even higher tariffs. It turns out that 
swadesht is not just something that the ByP’s liberal intelligen- 
tsia says to the masses in order to garner votes: the protection- 
ist thrust of the budget shows that the government actually 
means it. Even the proposed encouragement for foreign in- 
vestors 1s heavily tilted, in accordance with this principle, in 
favour of Indians living abroad—as though their dollars are 
more valuable to Indian industry than anybody else’s. 

Having escaped the economic turmoil in Asia—partly, no 
doubt, because their country is still only weakly connected to 
global markets—Indians feel they need not hurry to open 
their economy. Yet even to pause in their efforts to modernise 
would in fact be a grave mistake. This budget is not just a 
pause, it is a reversal—and that, when you consider the hard- 
ships borne by hundreds of millions of Indians, is a disgrace. 
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Nice timing 


Goldman Sachs, the world's premier investment bank, may be 


about to go public. Does it matter? 


IE SEEMS increasingly likely that the 190 partners of 
Goldman Sachs, who are due to meet on June 12th, will 
shortly decide to dissolve their investment-banking partner- 
ship and go public. They are already indecently rich. If they 
do sell their firm they will soon be very much more so—the 
flotation is expected to raise $30 billion. The sheer spectacle 
ofso much wealth being created, as it seems, out of nothing is 
a compelling spectacle in its own right. But the decision the 
Goldman partners are about to make is interesting for wider 
reasons as well. What, if anything, does it say about alterna- 
tive forms of corporate ownership? And, to ask a less clever 
but more pressing question, what does it tell smaller inves- 
tors about the outlook for the American stockmarket? 

If the sale goes forward, it will strike many as a sign that 
the publicly traded joint-stock company has become the only 
viable corporate form for big companies. True, there are still a 
vast number of private firms, particularly family-owned 
ones. But during the past decade, the worldwide movement 
into the public equity markets has been remarkable. State- 
owned businesses have been privatised, family owners have 
sold out, mutually-owned building societies and insurers 
have demutualised, and partners have sold their businesses. 

The attractions of the public-company form are obvious. 
Stockmarkets offer lots of capital to firms that are short of it— 
borrowing the money, which they might do instead, can be 
dear. Public companies may find it easier to buy other busi- 
nesses, too, using their shares to pay for the purchase instead 
of cash. Above all, selling shares allows a firm's owners to 
spread their risks. 

Yet to admirers of Goldman Sachs, the very absence of 
risk-sharing with outsiders has been the reason for its success. 
Striving to become a partner of the firm has been a gamble. 
Junior employees work like slaves for years on very little pay 
(by Wall Street standards, that is), in the hope of one day win- 
ning the great prize of a partnership. Then, because partners 
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are unable to collect their winnings for many years, their fu- 
ture prosperity remains heavily dependent on the firm's con- 
tinuing to perform well: the bosses have an enormous incen- 
tive to run the firm well. Unlike the top managers of many 
public companies, with their generous and endlessly revis- 
able stock-option plans, they cannot rely on a rising stock- 
market to compensate them for poor performance. If the 
bank does go public, this advantage will vanish—and the 
firm's not-quite-partners, whose big gamble is about to go 
wrong, will be mightily aggrieved. For a clue to what could 
happen next, look to Morgan Stanley, which fell steadily be- 
hind Goldman Sachs after going public in 1986. 

Those in the bank who favour flotation say that things 
have changed. America's wave of financial mega-mergers— 
notably, the marriage of Citicorp and Travelers—has left them 
feeling vulnerable. But are such fears justified? So far, the 
benefits claimed for these mergers have yet to be demon- 
strated, and Goldmanis still doing very nicely on its own. The 
pro-floaters also say that investment banking has become a 
much riskier business of late. The industry relies more on 
trading than it used to (profits in traditional investment 
banking are harder to make) and the deals are getting ever 
bigger. With so much of their wealth tied up in the company, 
partners fear that one bad mistake could lose them every- 
thing, as it has come perilously close to doing in the past. 


All things considered . . . 


This risk would begreater in a bear market, of course. And you 
can't help noticing just now that Wall Street looks, let's say, 
amply valued. A bear market may be coming; meanwhile the 
bank will fetch such a sweet price. If you want to know what 
the partners ofGoldman Sachs, some of the world's shrewdest 
investors, really think about the outlook for the stockmarket 
(and theories of corporate governance, and the great tradition 
of so on and so forth), pay attention on June 12th. 





Milosevic again 


The struggle to contain ex-Yugoslavia's fighting is far from over 


LOBODAN MILOSEVIC, perhaps the most incompetent 

nationalist in modern history, continues to hack away at 
whatis left of Yugoslavia. On May 31st voters in tiny Montene- 
gro, which, with Serbia, is all that is left of the Yugoslav federa- 
tion, strongly backed their reformist president, who no longer 
recognises the authority of Yugoslavia’s government. The next 
step may be a referendum on independence. Meanwhile, Mr 
Milosevic is stepping up his war on separatists in Kosovo, Ser- 
bia’s Albanian-speaking province. Over 200 people have 
been killed this year, perhaps 40 this week. Refugees are 
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streaming out of Kosovo. Young Albanians eager to join up 
with the separatist Kosovo Liberation Army are streaming in. 

This is horribly familiar. Seven years ago Mr Milosevic's 
attempt to enlarge Serbia's share of Yugoslavia—which then 
included Bosnia, Croatia, Macedonia and Slovenia—cost at 
least 100,000 lives. Familiar, too, is the dilemma faced by 
western leaders: should they watch the bloodshed, as they did 
for too long in Bosnia, or risk compatriots' lives and their own 
political careers by getting involved in somebody else's war, 
as America did in Vietnam? 
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Muscular diplomacy, they had hoped, would save them. 
The Contact Group—America, Russia and the four big West 
European countries—punished Mr Milosevic’s aggression in 
Kosovo with sanctions. Even as he continued to pound the 
Albanians, he agreed to talk to their leader; sanctions were 
eased. But the West now admits it will have to do more. 

Its biggest worry is that the war will spread to Kosovo’s two 
neighbours, Albania and Macedonia. The separatists use 
both countries (and Montenegro) as havens and as conduits 
for arms. Mr Milosevic’s forces might well be tempted to 
chase them across borders, setting offa wider war. Macedonia 
has the extra worry that Kosovo's strife will inflame relations 
between its own Albanian-speaking population and the 
country’s dominant Slavs. Last week foreign ministers from 
NATO’s 16 members decided to upgrade a military exercise in 
Macedonia and launch one in Albania. The goal is sensible: 
to warn off Serbia and bolster the stability of two govern- 
ments that have so far steered clear of Kosovo's war. 

Yet even these modest reassurances pull NATO into dan- 
gerous territory. Two countries that serve as bases for attacks 
on Yugoslavia, albeit not deliberately, now have an implicit 
security guarantee. To protect them, NATO may have to go be- 
yond the hand-holding measures it has planned so far. 

The main option is some form of "preventive deploy- 
ment" of troops. This may be necessary, but NATO must be 
explicit—in public—about what it is trying to accomplish. It 
cannot send troops merely to “monitor” borders; if invaders 
swept past them, NATO would become a laughing-stock. Nor 
should NATO seal borders against arms smuggling and infil- 
tration. If it did, it would rightly be accused of holding down 
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the Albanians while Mr Milosevic’s men pummelled them. 
Nor, lastly, should NATO police Albania’s chaotic north-east, 
where an outlaw mini-state run by adherents of the ex-presi- 
dent, Sali Berisha, terrorises the locals and succours Kosovo's 
guerrillas. A NATO operation should have one mission: to de- 
ter organised aggression and, if necessary, repel it by force. 
NATO's Strategists suggest 23,000 troops would be needed 
along the 140-kilometre (90-mile) border between Kosovo 
and Albania. That is too many, especially ifthe force is not to 
be expected to intercept arms and guerrillas. NATO needs 
only enough troops to back up its deterrent role: it can watch 
borders from the air and send extra troops in case of attack. 


The risks—of action, and of inaction 


Even ifthis were to succeed, NATO would have other worries. 
Albanians are not angels. While Serb police mop up separat- 
ist settlements, the Kosovo Liberation Army has driven some 
Kosovo Serbs out of their villages; in a province that is nine- 
tenths Albanian, the guerrillas look the likelier ethnic cleans- 
ers. If NATO guards the borders behind which they hide, the 
Serbs will accuse it of sheltering terrorists. Western govern- 
ments, which have used that term to describe Kosovo's guer- 
rillas, will be forced to agree. That would be bad. But inaction 
would be worse. 

Whatever NATO does, things can always get nastier in the 
Balkans. If Serbia's crackdown became wholesale slaughter, it 
would have to consider direct intervention in Kosovo. And 
the West would face some more hard choices if Montenegro 
opted for independence and Mr Milosevic chose to send in 
his army. NATO's next Balkan operation may not be its last. 





Russia in crisis, cont'd 


Should the West rush to Boris Yeltsin's aid—and if so how? 


1 ae dilemma posed by the continuing economic turmoil 
in Russia is all too familiar. For no clear reason, the mar- 
kets decide to ditch the country's financial liabilities (its 
money, its bonds, its equities). Capital takes flight, and the 
currency threatens to collapse. Domestic resources prove in- 
adequate to defend it. The "international community" is 
forced to choose. Stand aside, and see the government fall, 
with damaging and possibly disastrous consequences at 
home and abroad; or offer help, allowing the government to 
avoid needed reforms, and telling private investors they will 
henceforth be protected from their mistakes. 

In these basic respects, Russia is just one more emerging- 
market economy in distress. In other ways, it is different—but 
each difference only worsens the dilemma. On a narrow cal- 
culation, for instance, the pressure on the rouble is hard to 
explain. The currency isn't overvalued. The economy had an 
external surplus last year (a deficit is expected in 1998, be- 
cause of lower oil prices, but a modest one). The budget deficit 
has been shrinking and inflation is in single figures. Boris 
Yeltsin's new cabinet looks better than its predecessor; Mr 
Yeltsin has now announced new measures and has put a zeal- 
ous reformer, Boris Fedorov, back in a key job (see page 51). 

This suggests, as many observers insist, that the markets 
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are in a blind panic. If only western governments pat them on 
the head and tell them everything will be all right, everything 
will be all right. Let the West pledge its help, offering to under- 
write the rouble at its present rate, and there will be no need 
to spend a cent: the mere promise will suffice. And the alter- 
native to rendering this assistance that will cost so little? As 
one American official reportedly put it, "Indonesia with 
10,000 nuclear warheads". Put this way, the case for bold west- 
ern help—for a currency-stabilisation fund big enough to 
calm the markets—seems clear. 

Not so fast. It is wrong to call Russia’s latest crisis a mere 
invention of neurotic financial markets. Little may have 
changed inside Russia within the past few months to account 
for the near-halving of the stockmarket's value this year—but 
then little changed in the previous two years to justify the rise 
in share prices that preceded the crash. It’s true that before the 
current turmoil the government had achieved a kind of fi- 
nancial stability, but much has been taken on trust. Mr Yelt- 
sin, an erratic leader at best, has grown used to being given the 
benefit of the doubt. He and his ministers keep promising far- 
reaching fiscal reform, the necessary condition for lasting fi- 
nancial stability, but still haven't delivered. This week, sup- 
posedly to reassure the markets, Mr Yeltsin organised a 
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summit of business oligarchs accused by Russia’s critics of 
running the country for their personal enrichment. In doing 
that, Mr Yeltsin himself raised the question: who is in charge? 

In light of this, the 1mF’s apparent reluctance to spring big 
new money for Russia seems justified. The Fund has been crit- 
icised, with some justice, for bailing out reckless private lend- 
ers in Asia. It has only one (inadequate) way to strike a rough 
balance between promoting global economic stability on the 
one hand and reducing moral hazard on the other, and that is 
to insist on sound economic policies in return for its help. In 
pressing that demand on governments which run to it for 
help, it deserves to be supported not undermined. Conve- 
nient as it may be for rich countries to let the 1Mr take the 
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blame for financial distress in Asia and now Russia, the Fund 
is not in fact the cause and can hope at best to be no more 
than a small part of the cure. 

Very well, you may say, but the fact remains that Russia is 
too big, and too scary, to fail. Maybe so, but that is a foreign- 
policy question for western leaders, not a financial one for 
the IMF. If governments in America and Europe think that 
generous aid without strings is needed to keep Mr Yeltsin and 
his team in place, they should say so, and tell their taxpayers 
why. Next week's meeting of G7 ministers in Paris is a good 
opportunity. Delegating foreign-policy calculations of this 
kind to the hapless technicians at the 1Mr is a bad habit that 
should be stopped. 





Sensible California 


Suddenly, America's weirdest state is sending messages worth hearing 


OTH geographically and culturally, California has al- 
ways seemed on the extreme edge of the United States. 
This is where the crazy fashions start, from oat bran to surfing 
shorts to New Age crystal-gazing; it is where a black mayor can 
appear in Chinese robes on a cat-walk, and his rival can be 
photographed naked in the shower; it is where anything goes, 
morally, spiritually or gastronomically, except the lighting up 
of a cigarette in a bar. Small wonder that many Americans 
have often dreamed of seeing California, like some extrava- 
gant growth, painlessly removed from the body politic. 


Anti-money, anti-special treatment 

But California has shown surprising thoughtfulness of late, 
and never more so than in June 2nd's primary election. There, 
a millionaire candidate, Al Checchi, who had spent around 
$40m on his campaign (a record, even for America) was 
soundly beaten in the Democratic primary for the governor- 
ship; and another millionaire, Darrell Issa, was beaten in the 
Republican primary for the Senate. Voters had more sense 
than to be swayed by these men's money, which was a poor 
cover for the fact that they had no political experience and the 
vaguest ideological convictions. Instead, they opted for can- 
didates whose careers commended them (see page 33). 

It was not a flawless choice: Gray Davis, the relatively im- 
poverished victor over Mr Checchi, now owes a lot of money 
to the special interests who helped him. But the result adds a 
hopeful note to the endless debate about the proper role of 
money in American elections. Mr Checchi's appearance on 
the scene was not, as some feared, pernicious: he challenged 
the establishment at his own expense, which was a good 
thing, but then found his millions did not sway the voters, 
which was just as encouraging. Mr Checchi's ads swamped 
the airwaves but did not work, suggesting there may be a nat- 
ural limit to the usefulness of spending money on commer- 
cials (the tactic which most inflates the cost of political cam- 
paigning in America). Above all, California has shown that 
voters can usually be trusted: in all the agonising over cam- 
paign-finance reform, perhaps the only vital rule is that they 
should know where a candidate's money comes from. 

Also on Tuesday, Californians voted to end the state's pro- 
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gramme of bilingual education, by which non-English-speak- 
ing children are taught in their own language for several 
years. This costly programme, the largest of its kind in the 
country, had patently failed to reduce the drop-out rate of 
Latino high-school children. Nonetheless, it still had the back- 
ing of the education establishment and many politicians; 
and again, it says much for the common sense of California's 
voters that they chose to scrap it, opting instead to give chil- 
dren a year of "sheltered immersion" in English. Latino par- 
ents supported the proposal almost as heartily as Anglos, and 
for a simple reason: in America, despite the currency of Span- 
ish, English is the language of advancement. 

There was another, equally sensible, reason for this vote. 
In recent years, California has turned against any kind of 
preferential treatment for minorities. In 1996, it became the 
first state to bar racial preferences in state hiring and contract- 
ing and in admissions to state universities, a bold move that 
deserved more imitators on the national scene. The bilingual 
vote is an extension of this policy. California's voters now be- 
lieve that after many years of trying to assist blacks and 
Latinos by applying admissions quotas or easier standards, 
the proper approach is to spend more money on education at 
earlier stages and across the board. With a booming economy 
and a $4 billion budget surplus, there is money at last for 
improving the state's lagging schools; and, with it, the confi- 
dence to defy entrenched bodies, such as the teachers' unions, 
that stand in the way of colour-blind reforms. 

Not everything went smoothly on election day. Califor- 
nians turned down a proposal that union members should 
give their approval before their dues are spent for political 
purposes: a victory for labour that will have national implica- 
tions. Turnout, at less than 40%, showed that relentless cam- 
paigning-by-television has dulled the taste for taking part in 
politics. There was still far too much money around, even if it 
proved ineffectual. And promised for November's ballot are 
propositions to ban fluoride in water, to forbid the "recre- 
ational diplay" of dolphins, and to stop drunk-drivers losing 
the use of their cars. But hey, this is California; too much good 
sense all at once may be hazardous to your health. 
ee P 
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The desperate efforts to block 
the road to doomsday 


India and Pakistan have reawakened the world to the dangers of nuclear 
weapons. Chemical and biological ones may be just as hard to control 


T DID not need the nuclear tests con- 

ducted last month by India and Pakistan 
to show that the nuclear age, which has 
dominated the second half of this century, 
is destined for a longer half-life than many 
had begun to hope. Indeed, almost a de- 
cade since the cold war ended and the 
threat of nuclear Armageddon that had 
hung over the world for more than 40 years 
was supposedly lifted, fears about the 
spread of weapons of mass destruction— 
nuclear, chemical and biological weapons 
and the missiles to deliver them—have, if 
anything, intensified. 

Such fears are not irrational. The col- 
lapse of the otherwise unlamented Soviet 
Union brought with it the danger that ex- 
Soviet weapons scientists might start to 
hawk their skills abroad—as some have. In 
any event, the secrets of building nuclear 
and chemical weapons are now decades 
old and increasingly hard to keep. More- 
over, regional rivalries that used to be bot- 
tled up by America and the Soviet Union 
lest they led to a superpower confrontation 
are bottled up no longer. The rivalry be- 
tween India and Pakistan had long driven 
a slow-motion arms race, in both missile 
and nuclear technology, before last 
month's tit-for-tat testing of bombs. Other 
potential flashpoints include the Korean 
peninsula and the Middle East, where ten- 
sions between Israel and its Arab neigh- 
bours are rising as hopes for peace collapse. 
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As India and Pakistan have proved, 
such regional pressures to proliferate 
should not be underestimated. Yet so far 
only a few countries have actually crossed 
the threshold to build weapons of mass de- 
struction. One reason is general abhor- 
rence of their use. The destruction visited 
on Hiroshima and Nagasaki in 1945 en- 
sured that nuclear weapons were from then 
on held in reserve as a deterrent, rather 
than used as weapons for waging war. Simi- 
larly, most countries have ruled out the use 
of chemical weapons as too nasty for the 
battlefield (though Iraq has already proved 
one exception, both in its war with Iran 
and in its determination to suppress its 
own Kurdish population). Biological weap- 
ons—less useful in the heat of battle, as their 
awful effects may take several days to ap- 
pear—have likewise been stigmatised. 

Restraint, however, has not rested en- 
tirely on moral injunctions. As important 
in halting the spread of the horrible new 
weapons have been arms-control regimes. 
These work by raising the technical barriers 
and the costs to would-be proliferators. The 
question raised by the decisions of India 
and Pakistan to step across the nuclear 
threshold, however, is whether such re- 
gimes can really work. 

The most intensive efforts have gone 
into controlling nuclear weapons. The Nu- 
clear Non-Proliferation Treaty (NPT), which 
came into force in 1970 and was extended 


indefinitely in 1995, divides the world into 
two groups: the five nuclear haves (Amer- 
ica, Russia, China, Britain and France, 
which had tested a nuclear weapon before 
January 1st 1967) and the rest. The haves 
promise to work towards nuclear disarma- 
ment, as part of an effort towards general 
and complete disarmament, and the have- 
nots promise not to acquire nuclear weap- 
ons of their own, in return for help with 
their civilian nuclear industry. 

Is it a fair bargain? It is certainly one 
freely entered into by the 186 states that 
have signed the treaty: only India, Pakistan, 
Israel, Brazil and Cuba still sit outside. 

In its near-universality, the NPT is one 
ofthe most successful arms-control regimes 
on record. Its system of obligations and 
checks has persuaded many countries that 
could have built nuclear weapons not to do 
so. In the 1980s Argentina and Brazil used 
the monitoring help and methods ofthe In- 
ternational Atomic Energy Agency (IAEA), 
the NPT's watchdog, when they decided to 
roll back their competing nuclear-weapons 
programmes. In 1993 South Africa an- 
nounced that it had built, then dismantled, 
six nuclear devices before it joined the NPT 
in 1991—and then invited the IAEA in to 
check its nuclear records. 

Yet the NPT regime at one point nearly 
collapsed under the burden of its own com- 
placency. After the Gulf war ended in 1991, 
it emerged that Iraq, which had signed the 
treaty, had secretly come within a year or 
two of building itself a bomb, despite regu- 
lar IAEA inspections. Since the hardest part 
of building a bomb is getting hold of the 
highly enriched uranium or plutonium for 
its explosive core, the inspectors had been 
spending most of their time—at the behest 
of member governments—simply account- 
ing for the nuclear material that was 
known to exist (because countries had de- 
clared they had made it). After Iraq had 
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shown up the flaws in that cosy system of 
checking, and 1AEA inspectors had caught 
North Korea telling lies about exactly how 
much plutonium it had produced, the 
agency was asked to devise a new, far more 
intrusive inspection system that would do 
more to deter cheats. 

Under the new rules, inspectors have to 
be given much more information about 
nuclear activities and facilities in a coun- 
try—and not just those where nuclear fuel is 
present; countries are also required to pass 
on more information about their trade in 
sensitive nuclear materials; and inspectors 
can use much more sophisticated equip- 
ment and sampling, including environ- 
mental monitoring, to ensure that no secret 
nuclear activity is taking place. The new 
protocol to the NPT incorporating the extra 
powers required came into force in 1997. It 
is not binding on a country unless that 
country has explicitly accepted it, and so far 
only a handful have. 

Alongside the NPr and the work of the 
IAEA, there are two groups that seek to pro- 
hibit or control trade in sensitive nuclear 
technologies The Zangger Committee is 
made up of 33 nuclear-exporting countries 
and provides a list to the IAEA of items 
which, if exported to an Nrr member, 
should trigger the application of IAEA safe- 
guards; the group also exchanges confiden- 
tial information on exports to countries 
that are outside the treaty. The Nuclear Sup- 
pliers' Group has a slightly larger member- 
ship and operates a code that goes beyond 
strict NPT obligations, laying down rules 
about trade in nuclear exports, including 
any that could be used for either civilian or 
military purposes. 

However, most recent efforts to control 
nuclear proliferation have concentrated on 
bringing into force the Comprehensive 
Test-Ban Treaty that was opened for signa- 
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ture in 1996, and on negotiating a 
new treaty to cut off the production 
of fissile material for bomb making. 
Both treaties are seen as crucial if 
support for the NPT among the non- 
| nuclear states is not to waver. Yet nei- 
ther will be easy to achieve. 





Although 149 countries have put 
their signatures to a ban on tests, 
only 13 have fully ratified the treaty. 
Yet, to ensure that a test ban is truly 
comprehensive, the treaty cannot 
come fully into force until ratified at 
least by all 44 countries that have nu- 
clear reactors on their territory. 
These include both India and Paki- 
stan, neither of which has signed the 
test ban, but also other countries, 

| such as Israel (which has signed but 
not ratified it) and North Korea 

(which shows no sign of doing ei- 

ther). Assuming the treaty is still in 
| limbo, its members will meet next 

year to decide how to proceed. One 
possibility would be to try to bring the pro- 
posed monitoring and information-gath- 
ering system into effect, as a confidence- 
building step, before the treaty itself comes 
legally into force. 

Neither a test ban nor a fissile-materials 
cut-off treaty (which has a lot of support but 
has been caught up in bickering at the 
United Nations Conference on Disarma- 
ment in Geneva) would actually oblige 
countries that have nuclear weapons to 
abandon them. However, each in its own 
way would help to cap the ability of those 
with nuclear weapons to keep building 
more such weapons and testing ever more 
sophisticated designs. 


Confounded chemicals 


The guardians of the Chemical Weapons 
Convention (Cwc), which came into force 
just over a year ago, have in many ways an 
even harder task. Whereas it takes a lot of 
deliberate and nowadays increasingly no- 
ticeable effort to build up a nuclear-weap- 
ons capability, many countries have size- 
able chemicals industries. Moreover, many 
chemicals with humdrum civilian uses can 
be combined to make deadly weapons. 

For many years, it was against interna- 
tional law to use chemical weapons, but 
not to manufacture or stockpile them. The 
CWC, by contrast, outlaws all chemical 
weapons and requires the destruction of all 
stockpiles. It also bans trade in some chem- 
icals and restricts it in others (non-signa- 
tories will find it increasingly difficult to 
buy chemicals from Cwc members). With- 
in 30 days of signing the convention, gov- 
ernments must give an account of the 
chemicals industry on their territory, with 
declarations subject to inspection, includ- 
ing short-notice “anywhere, anytime" 
checks. And, unlike the Nrr's rules, the 
CWC's apply equally to all. 
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Already the convention has had its suc- 
cesses. Among the handful of countries that 
declared a chemical-weapons stockpile, 
which must now be destroyed under the su- 
pervision of the Organisation for the Prohi- 
bition of Chemical Weapons (OPCW), were 
India and South Korea, neither of which 
had previously admitted to having a chem- 
ical-weapons programme. France and 
China, which had both previously had 
chemical-weapons programmes, said they 
destroyed their weapons shortly before 
signing the convention (those claims are 
subject to verification by opcw inspectors). 
America and Russia, with the world's big- 
gest stockpiles of chemical weapons 
(33,000 tonnes and 40,000 tonnes of them 
respectively, are destroying theirs, al- 
though Russia, which has only just started, 
is desperately short of funds for the job. 

In their first year the OPCW's inspectors 
set a furious pace, with over 200 inspec- 
tions in 25 countries, checking both on the 
destruction of weapons stocks and on the 
accuracy of industrial declarations. The 
danger, to some of the convention's critics, 
is that all this could prove ineffectively 
costly—with inspectors spending too much 
time on official declarations and too little 
ferreting out illicit activity. 

The convention's chief deterrent power 
against cheats is the right to carry out short- 
notice challenge inspections, but none has 
yet been tried. That is in part because many 
countries are still in *technical non-com- 
pliance", taking an age to pass the national 
legislation and work through the bureau- 
cratic procedures necessary to collect the 
industrial information that the convention 
demands. Governments with these prob- 
lems are reluctant to challenge informa- 
tion supplied by others, however dubious it 
looks (Pakistan, Iran and some countries in 
the Balkans were thought to have chemical- 
weapons programmes but have not de- 
clared any), until they have their own house 
in order. But challenge inspections have to 
be shown to be possible if they are to have 
their intended deterrent effect. The real 
strength ofthe convention has therefore yet 
to be shown. 

Other problems loom: barely noticed 
in the recent furore over the Indian and Pa- 
kistani nuclear testing, the American Sen- 
ate last month attached amendments to en- 
abling legislation that, if allowed to stand, 
would give the president the right to refuse 
challenge inspections. Many countries are 
uneasy about such inspections, which they 
fear might enable others to walk off with 
their commercial secrets. But for America 
to give itself the right to block them, con- 
trary to the convention it has already rati- 
fied, sets a bad precedent that others might 
seek to exploit for sinister purposes. 

Another big problem is the number of 
hold-outs. So far a gratifying 168 countries 
have signed and 110 have ratified the con- 


THE ECONOMIST JUNE 6TH 1998 


vention. But the cwc’s most obvious bald 
spot, the Middle East, is also a region of seri- 
ous concern about proliferation: though Is- 
rael and Jordan have signed the conven- 
tion, they are still to ratify it, and so are not 
yet bound by the reporting and inspection 
regime. Meanwhile, most other Arab states, 
led by Egypt, have refused to sign, citing Is- 
rael’s refusal to sign the NPT. 

Devilish brew 

If searching out hidden chemical weapons 
is like looking for a needle in a haystack, 
trying to track a hidden biological-weap- 
ons programme is like looking for the eye of 
a needle in a haystack. In theory it takes 
only a tiny amount of a biological agent, 
such as botulinum, anthrax or plague, to 
spread destruction on a vast scale (making 
biological weapons closer to nu- 
clear weapons in their potential 
effects). Luckily, turning biologi- 
cal agents into usable weapons is 
not always easy. 

So far more than 130 coun- 
tries have ratified the 1972 Bio- 
logical and Toxins Weapons 
Convention (BwC) which pro- 
hibits development and produc- 
tion of such weapons (their use 
has been outlawed since 1925). 
But as yet the convention has no 
built-in checks. Groups of experts 
have been trying for several years 
to devise a new verification pro- 
tocol, but it is difficult to strike a 
balance between useful checks 
and the need for bio-tech compa- 
nies to preserve their legitimate 
commercial secrets. Even more so 
than chemical inspections, bio- 
logical ones would need to rely 
heavily on the right to carry out sudden 
searches to investigate suspicious activity 
or unusual outbreaks of disease. 

But if the biological-weapons conven- 
tion has survived this long without such 
weapons being used, why worry? One rea- 
son is that, like any other arms-control re- 
gime, unless it is seen to be enforced it will 
fall into disrepute. What is more, as other 
proliferation loopholes are plugged, bio- 
logical weapons, which are easier to make 
than nuclear weapons and more destruc- 
tive than chemical ones, may become the 
weapon ofchoice for rogue governments or 
terrorist groups. 

In 1992 Russia, one of the sponsoring 
governments for the convention, admitted 
that in the past it had illegally built biologi- 
cal weapons. Although it now claims to 
have abandoned the programme, not ev- 
eryone is convinced. Aum Shinrikyo, the 
Japanese sect that released a nerve gas, sa- 
rin, on the Tokyo metro in 1995, killing a 
dozen people, is now known to have ex- 
perimented with biological agents too, 
which it attempted to spray from rooftops 
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and trucks both in central Tokyo and near 
American military bases in Japan. None of 
the experiments appears to have worked. 
But it was Iraq's industrial-sized biolog- 
ical-weapons programme, uncovered by 
UN inspectors after the Gulf war, that in- 
jected the new urgency into efforts to bol- 
ster the pwc. After repeated denials, Iraq 
eventually confessed to producing biologi- 
cal weapons. Some biological agents had 
even been loaded into missile warheads 
and artillery shells ready for use against 
American and allied troops. Although in- 
spectors have since uncovered many of the 
details of the programme, Iraq has still 
failed to account for several tonnes of the 
medium used for growing microbes and 
other specialised materials. The fear is that 
Iraq could restart production of anthrax 
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and other substances within weeks unless 
the inspectors are allowed to complete 
their job. 

Iraq and other countries suspected of 
trying to develop biological weapons often 
got their start in the business by ordering 
toxic microbes from western germ banks, 
ostensibly for the development of vaccines 
and suchlike. This has added to calls for 
much tighter controls. At the moment trade 
in such substances is monitored only by the 
Australia Group, an informal body of more 
than 20 supplier countries formed in 1985 
to harmonise export controls on chemicals 
that could be used to produce either chemi- 
cal or biological weapons. 


Range of possibilities 

But even ifa verification protocol is eventu- 
ally bolted on to the Bwc, some govern- 
ments are getting nervous about the threat 
from biological weapons, which can be dis- 
tributed by anything from crop-spraying 
aircraft to aerosol canisters. America is con- 
sidering the stockpiling of vaccines for use 
in the event of a biological threat against 


BOMBS, GAS AND MIC 








civilians (vaccines are already available for 
American troops). 

Usually, however, the quickest way to 
deliver a bomb, and the one that is hardest 
to defend against, is by missile. The Missile 
Technology Control Regime (MTCR) was set 
upin 1987 in an attempt to restrict the sales 
of equipment and technology for missiles 
with a range (300 kilometres, or 190 miles) 
and payload (500kg, or 1,100lb) that would 
enable them to carry nuclear warheads. Ex- 
port guidelines were later extended to 
cover missiles capable of carrying any type 
of weapon of mass destruction. The MTCR 
now has some 30 members. 

But the controls are far from perfect. 
Russia is a member of the MTCR, but Rus- 
sian companies have long been accused of 
supplying technology and know-how to 
anyone who will pay for it, most 
recently Iran, which is thought to 
be trying to build a new missile 
with a range of up to 1,300km, ca- 
pable ofstriking Israel, Saudi Ara- 
bia and Turkey. China, a major 
exporter of missile technology in 
the past, has said it will keep to 
the basic guidelines of the MTCR, 
but refuses to join it. It has been 
repeatedly criticised by America 
for providing missiles and know- 
how to others, including Paki- 
stan. Other hard cases include 
Iraq (which is banned by UN rules 
from building missiles of more 
than 150km range but has been 
caught trying to circumvent the 
restrictions), Libya, Syria and 
North Korea. Both Iran and Paki- 
stan are thought to have bene- 
fited from North Korea’s missile 
programme to develop longer- 
range missiles. 

The spread of weapons technologies 
seems inexorable. The best protection is to 
persuade countries to forgo particularly 
dangerous technologies in their own inter- 
ests. Both India and Pakistan may find that, 
once the euphoria over their demonstrated 
nuclear prowess has faded, their security is 
not improved, indeed may even be wors- 
ened, by having—and facing—powerful 
new weapons loaded on missiles that bring 
a hair-trigger instability to any future crisis. 

In the end, getting at the roots of re- 
gional disputes is the only sure way to re- 
duce the danger of a hideously lethal ex- 
change. Arms-control regimes can help by 
building confidence that obligations not to 
build or to deploy certain deadly weapons 
are being kept. Yet such regimes are only as 
strong as the will of those whose task it is to 
enforce them. It is the hard cases that will 
test the world’s resolve to prevent the fur- 
ther spread of nuclear, chemical or biologi- 
cal weapons. India and Pakistan are the lat- 
est of these. They will not be the last. 
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Asian tensions 


China joined other estab- 
lished nuclear powers in an 
effort to persuade India and 
Pakistan not to build up nu- 
clear weapons after their re- 
cent tests (five in India, six in 
Pakistan). Pakistan accepted, 
but India rejected, a Japanese 
offer to mediate in the dis- 
puted region of Kashmir. 


"See @ 


| The Indian government in- 
| creased military spending 


in its budget, but other mea- 
sures to boost growth failed 
to impress investors. 


Indonesia began an inquiry 
into the wealth of former 
President Suharto, whose 
family’s extensive business in- 
terests have come under scru- 
tiny since he stepped down. 


An earthquake in northern 
Afghanistan killed up to 
5,000 people and left thou- 
sands homeless. Many had 
been living in tents since an 
earthquake devastated the 
area in February. 


Kosovo flares 


Serbia, the main part of Yugo- 
slavia, stepped up its war 
against separatist guerrillas in 
Kosovo, its Albanian-speak- 
ing province. Thousands fled 
to Albania. 


A party led by Milo Djukano- 
vic, the reforming president 
of Montenegro, the smaller 
of Yugoslavia's two republics, 
won the general election, hu- 
miliating the Yugoslav presi- 
dent, Slobodan Milosevic. 
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| Russia's financial crisis eased 








slightly; the plummeting 
stockmarket recovered a little. 
But foreigners offered no 


, more than words of support. 


Silvio Berlusconi, leader of 
Italy's right-wing opposition, 
helped kybosh constitutional 
reforms that have been under 
debate for 18 months. 


The American government 
said that five neutral coun- 
tries—Portugal, Spain, Swe- 
den, Turkey and Argentina— 


| had accepted $300m-worth of 

















looted gold from Germany's 
Nazi government during the 
second world war in ex- 


| change for commodities that 


helped prolong the conflict. 


Turkey's prime minister, Me- 
sut Yilmaz, said he would re- 
sign at the end of this year to 
give an interim government 
time to prepare for a general 
election in April 1999. 


_ Danes voted in a referendum 


to ratify the Amsterdam 
treaty, which paves the way 


| for the European Union to 


expand. 


At least 100 people died in a 
train crash in the German 
state of Lower Saxony. 


Privilege denied 


President Clinton dropped 
his claim that executive priv- 
ilege prevented two top aides 


| giving evidence to the 
_ Whitewater special prosecu- 


tor, Kenneth Starr, about his 
relationship with Monica 
Lewinsky. Miss Lewinsky 











fired her lawyer, William 
Ginsburg, and hired a new 
defence team. 


In California, grey Gray Da- 
vis won the Democratic 


, nomination for the governor- 


| ship, beating rich Al Checchi, 
_ who had spent some $40m of 


his money on the race. The 
voters approved a proposi- 
tion to dismantle bilingual- 
education programmes, af- 
fecting mainly Latinos. 


More Latino trouble for 
Americans. Mexico urged the 
Organisation of American 
States to study admitting 


. Cuba. An Argentine judge 

| Signed international arrest 

| warrants for four present or 
_ former IBM executives sus- 


pected of bribery. And Chile 


| denounced a Commerce De- 


partment call for “anti- 


| dumping" duties on salmon. 





Colombia’s presidential vote 
produced a huge vote for an 
independent, Noemi Sanin, 
third overall and first in the 
big cities. But the two candi- 
dates for the run-off on June 
21st are the Conservatives' 
Andres Pastrana and, a nose 
ahead, the ruling Liberals’ 
Horacio Serpa, whom poll- 
sters had put far behind. 


In Ecuador's presidential 





vote, Quito's mayor, Jamil 
Mahuad, led banana tycoon 
Alavaro Noboa, a pal of (de- 
posed) ex-President Abdala 


| Bucaram. Run-off: July 12th. 








An Argentine court ruled 
that President Carlos Menem 
could not run in 1999 for a 


| third term. In Peru, where a 


law allows President Alberto 
Fujimori to do so in 2000, re- 
formers produced enough sig- 


| natures to require a referen- 


dum that could block him. 


After a detailed recount, a Ca- 
ribbean Community audit 
found no fraud in Decem- 
ber's election of Guyana's 
new President Janet Jagan. 





| 


| 
| 
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CS THIS WEEK 


On the horn 


A simmering border dispute 
between Ethiopia and Eri- 
trea exploded into fighting. 
Fears rose of a full-scale war 
between these former allies. 


Iraq told the UN Security 
Council that it had no weap- 
ons of mass destruction left, 
or documents relating to 

them undisclosed, and that 
sanctions should be lifted. 

The UN's weapons inspectors, 
disputing this, listed in detail | 
the actions that still remain | 
for Iraq to take. | 


The Mujahideen Khalq, | 
Iran's armed opposition op- | 
erating from Iraq, attacked a 
revolutionary court in Teh- 

ran. Three people died. Iran 
claimed to have foiled an at- 
tack on a military building. 


Fighting broke out at the 
Western Wall, Judaism's holi- 
est site in Jerusalem, when ul- 
tra-Orthodox Jews did not 
like the way less orthodox 
Jews were praying. 


Professor Geoffrey Gatera, for- 
mer head of Rwanda's univer- 
sity medical school, was sen- | 
tenced to death by a court in 
Butare for his involvement in 
the massacre of hundreds of 
Tutsis in 1994 who had 

sought refuge in the hospital. 


Heavy fighting continued in 
Sierra Leone between the 
West African peacekeeping 
force and men loyal to the 


, ousted junta. Aid agencies 


said some 42,000 displaced 
people were without food. 


———————— 
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Heading for Japan 


‘Source: DatastreamACV 
Travelers, an acquisitive 
American financial conglom- 
erate (which has just merged 
with Citicorp), is paying $1.6 
billion for a 25% stake in 
Nikko Securities, Japan's 
third-largest brokerage. It is 
the biggest foreign invest- 
ment yet in a Japanese finan- 
cial institution as the coun- 
try's big-bang reforms take 
hold. The two will form a 
joint venture called Nikko 
Salomon Smith Barney. 


The Bank of England sur- 
prised London analysts when 
it raised interest rates by 
0.25% to 7.5%, because it was 
worried about wage rises 
feeding inflation. 


Britain's Guardian Royal 
Exchange added strongly to 
its position in America's mid- 
west and north-east with its 
biggest-ever purchase, paying 
$1.15 billion for the American 
property and casualty-insur- 
ance arm of iNG of the Neth- 
erlands. ING, in return, is 
buying Guardian's Canadian 
unit for $375m, greatly boost- 
ing ING's presence there. 


Merrill Lynch agreed to pay 
$400m to settle a $2 billion 
lawsuit brought by Orange 
County, California, after its 
1994 bankruptcy became the 
largest municipal collapse in 
American history. The firm 
denied any wrongdoing. 


In an unusual public repri- 
mand, securities regulators in 
Hong Kong accused Morgan 
Stanley Asia of misconduct 
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after failing to ensure full dis- 
closure ofan injection of as- 
sets into a mainland-backed 
(“red-chip”) company, China 
Everbright. The investment 
bank cried foul. 


After considering the idea 
many times over the years, 
Goldman Sachs, the largest 
remaining partnership on 
Wall Street, may soon decide 
to take the firm public. The 
firm is thought to be worth 
between $22 billion and $30 
billion. 


Asian deal 


Indonesia’s companies 
reached agreement with their 
creditors to reschedule most 
of the country’s $80 billion of 
private-sector debt. 





The Australian dollar sagged 
to a 12-year low, dragged 
down by the yen, and not 
heartened by news that GDP 
grew at a brisk rate of 4.9% in 
the year to the first quarter. 
Much of the growth merely 
added to stocks: domestic de- 
mand fell for the first time in 
five years. 


Life-enhancing 


In a continuing trend to forge 
broad-based "life-sciences" 
companies that can handle 
the ever-higher costs of R&D, 
American Home Products 
is buying Monsanto. The $35 
billion deal will create a 
drugs, agrichemicals and con- 
sumer-brands giant with an- 
nual sales of $23 billion and 
a market capitalisation of 
close to $100 billion. 





Akzo Nobel, a Dutch chemi- 
cals group, is close to succeed- 
ing in its £1.83 billion ($3 bil- 
lion) agreed bid for a British 
rival, Courtaulds. PPG Indus- 
tries, an American paint 
maker, agreed not to make a 
competing offer after Akzo 
agreed to sell it two of 
Courtaulds’ coatings units. 


Stora of Sweden and Enso of 
Finland will merge to create 
the world’s largest pulp and 
paper maker. No figure was 
put on the deal, but the two 
will have combined sales of 
around $11.5 billion, and em- 
ploy 40,000 people in 40 
countries. 


GEC Alsthom unveiled a new 
name and a new board in the 
run-up to its initial public of- 
fering later this month, which 
will mark its independence 
from Britain’s General Elec- 
tric and France's state-owned 
Alcatel Alsthom, its joint 
owners. Pierre Bilger, chair- 
man of Alstom, valued the 
company at FFr39.9 billion to 
FFr46.2 billion ($6.72 billion 
to $7.78 billion) and was up- 
beat about prospects. 


One of only a few east Ger- 
man companies to go public, 
Jenoptik, formerly Carl Zeiss 
| Jena, prepared to raise 
DM770m ($435m) from in- 
vestors. The firm makes com- 
ponents for the electronics in- 
dustry and is doing well. 
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Booker, Britain's largest cash- 
and-carry business, gave a 
profits warning. Among dis- 
posals in the pipeline: a 6476 
stake in the rights to the 
works of Agatha Christie, and 
a fish-processing business. 
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BUSINESS THIS WEEK 


| Shares in Vesta Insurance 
Group fell by nearly half af- 
ter the insurer said it was 
looking into possible ac- 
counting irregularities. Robert 
Huffman, its president and 
chief executive, quit. 


No hurry 


The British government res- 
cued the Channel Tunnel 
rail link with a subsidy of 
more than £2 billion ($3.3 bil- 
lion), and awarded the fran- 
chise to run the Eurostar 
high-speed rail service to a 
consortium headed by British 
Airways and National Ex- 
press, a coach operator. Rich- 
ard Branson’s losing Virgin 

| Group objected. 


Air France pilots went on in- 

definite strike days before the 

start of football's World Cup, 
for which Air France is the of- 
ficial carrier. The airline said 

| it would meet its commit- 

ments somehow. 


Werner Rey, a fugitive finan- 

cier who fled Switzerland in 

1992 when a warrant for his 

arrest was issued after the col- 

lapse of his Omni Holdings 
business, returned to Switzer- 
| land to face fraud charges. 


The universe, etc 


Researchers in Japan an- 
nounced that neutrinos 
have mass. The discovery 
means that the current theory 
about how the universe works 
will have to be rewritten. 
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Indonesia awakes, South-East 
Asia starts to wonder 


KUALA LUMPUR 


The upheaval in Indonesia and a deepening regional slump are forcing the 
men who lead South-East Asia into a re-examination of their past ideas 


66 [^ like a giant moving,” said a Singa- 

porean businessman interviewed by 
the local Straits Times newspaper. “All the 
small people feel the tremors.” His unease 
at the first stirring of Indonesian political 
life after 32 years of enforced somnolence 
under President Suharto is shared across 
the region. Indonesia's sheer size—200m 
people spread across more than 17,000 is- 
lands—makes its neighbours uneasy. Just as 
smoke from Indonesia’s forest fires last 
year smothered and poisoned huge tracts 
of neighbouring countries, so its hazy po- 
litical future and economic collapse have 
cast a pall far beyond its borders. 

Many in the region now find them- 
selves groping in unfamiliar territory. The 
Suharto regime was so long a defining fea- 
ture of the political landscape that without 
it there are no trustworthy maps. For years 
there were nightmares about a transition of 
power in Indonesia. The worst fears—that 
Mr Suharto's rule might end, as it began, in 
a bloodbath costing hundreds of thou- 
sands of lives—have so far not been real- 
ised. But there are still worries that the re- 
gion may again become the dangerous 
place it was in the early 1960s, when Mr Su- 
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harto’s predecessor, Sukarno, engaged in 
“confrontation” with his neighbours. 

The regional club, the Association of 
South-East Asian Nations (ASEAN), was 
founded in 1967 precisely in order to en- 
mesh Indonesia in a web of peaceful, co- 
operative links with the region. The com- 
parison with the European Union’s role in 
containing Germany is often made. With 
respect to Indonesia, it has worked. But like 
Gulliver waking up to find himself bound 
in Lilliputian threads, Indonesia still has 
the potential to wreck the neighbourhood. 

Few expect Bacharuddin Jusuf Habibie, 
who succeeded Mr Suharto when he stood 
down on May 21st, to be more than a transi- 
tional figure. Some of the forecasts about 
what might follow him give Indonesia's 
neighbours sleepless nights. There are wor- 
ries about the rise of political Islam, and its 
potential to inflame Muslim passions in 
other ethnically and religiously mixed 
countries, like Singapore and Malaysia. Or 
the Indonesian army might decide that the 
economic outlook is too grim to allow frac- 
tious politicking, and seize power itself— 
much as Mr Suharto did in 1965-66. That 
could be disastrous at a time of heightened 
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political expectations. 

Or the country could descend into 
chaos, and even break up. One of Mr Suhar- 
to's greatest achievements was to persuade 
many people that Indonesia was ungov- 
ernable by anybody else. Without his firm 
hand, according to the Suharto myth, the 
huge young country would disintegrate in 
a maelstrom of communal violence. Anar- 
chy would ensue, sending a tide of boat 
people fleeing to Malaysia, Singapore and 
Australia. Pirates would sail forth, endan- 
gering the sea-lanes that are so vital to Ja- 
pan, Taiwan and South Korea, as well as to 
Indonesia’s immediate neighbours. Parts 
of Indonesia might secede. In East Timor, 
which was invaded by Indonesia in 1975, 
Portugal, the former colonial ruler, is still 
recognised by the United Nations as the ad- 
ministering power. The independence 
movement there has taken heart from Mr 
Suharto's downfall. 


The bright side 


Yet what if Indonesia muddles through? 
Maybe at least some of the reforms de- 
manded by the students who led the move- 
ment to unseat Mr Suharto will be carried 
out—with or without Mr Habibie. He him- 
selfhas had no option but to court popular- 
ity by promising reform. The period of 
change will be at best messy, at worst vio- 
lent. But it does hold out some hope of a 
more participatory style of government. 
For ASEAN, that too is a bombshell. 

Although his instincts in diplomacy 
did not encourage him to lead from the 
front, Mr Suharto set the tone for the rest of 
ASEAN. Other leaders—Mahathir Moham- 
ad of Malaysia and Lee Kuan Yew of Singa- 
pore—were more articulate spokesmen for 
“Asian values”. But Mr Suharto's success in 
delivering political stability and high rates 
of economic growth for so long was the 
greatest advertisement for the alleged bene- 
fits of “discipline” over “democracy”. The 
two ASEAN countries with the most raucous 
and unruly forms of electoral democracy, 
Thailand and the Philippines, were re- 
garded as aberrations. Indeed, the Philip- 
pines was seen as a hopeless case, its eco- 
nomic potential throttled by its perverse 
pursuit of pluralism. The bias towards 
strong, intolerant government grew as 
ASEAN’s membership expanded to include 
four more authoritarian states (Brunei in 
1984, Vietnam in 1995, Myanmar and Laos 
last year). 

Now the "stability" of Mr Suharto's In- 
donesia has proven illusory, but the Philip- 
pines is withstanding the slump better 
than most. It is also marking a relatively 
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peaceful transfer of power. The newly 
elected Philippine president, Joseph Estra- 
da, isa walking model of the perceived evils 
of populism: he owes his success at the 
polls more to his past as a film-star than to 
any technocratic expertise. But the Philip- 
pine elite, once aghast at the prospect of an 
Estrada presidency, is rallying behind a 
man who at least has a popular mandate. 

A more liberal Indonesia would mark a 
decisive shift in ASEAN's centre of political 
gravity. Opposition politicians and activ- 
ists are cock-a-hoop at the possibilities. 
"Asian values"—which were claimed to 
place a higher price on family ties, social 
stability and deference to authority than 
does decadent western liberalism—are 
made to seem mythical. A Singapore-based 
historian claims they were always bunkum 
anyway, invented by Singapore precisely 
because it was the most westernised, least 
"Asian" country in the region. Thais, Indo- 
nesians and Filipinos, more securely 
rooted in their own traditions, were less 
anxious to discover an Asian identity. 

The other great international advocate 
of "Asian values"—Dr Mahathir—succeeds 
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Mr Suharto as ASEAN's longest-serving lead- 
er, with 17 years underhis belt. His repeated 
attacks on the “new colonialists" whom he 
blames for the region's financial woes 
make him seem, to one Indonesian politi- 
cal scientist, “a dinosaur”. Malaysian critics 
are equally scathing, comparing him to Mr 
Suharto. This seems unfair: the Malaysian 
electoral system is far less rigged than was 
Indonesia's. But, say the critics, Dr Mahat- 
hir has—like Mr Suharto—undermined in- 
stitutions such as the civil service, the judi- 
ciary, the sultanates, and even the army, 
and he has personalised his rule. He may 
now face a challenge. His deputy and, per- 
haps, rival, Anwar Ibrahim, this week gave 
analysts a warning about “opportunistic” 
resorts to “jingoism”. 

In other, more blatantly dictatorial 
ASEAN countries, recent events in Indone- 
sia have an even greater resonance. Myan- 
mar's leaders, for example, have seen Mr 
Suharto as something of a paragon. Their 
newspapers have kept reports on his down- 
fall to a terse minimum. 

ASEAN used to be held up by people like 
Dr Mahathir as a model of regional co-op- 


The hopes for recovery fade 


i 


BANGKOK 


HE resignation of President Suharto 
was a turning-point for South-East 
Asia, but not for its economies. Eleven 
months after the crash of the Thai cur- 
rency, the baht, wreckage keeps piling up. 
. Thailand said this week that manufactur- 
| ing production had fallen 21% in March 
compared with a year earlier, suggesting 
that the scale of economic contraction al- 
| ready exceeds most of the gloomiest fore- 
| casts. Dismal figures have also emerged 
from Malaysia, where GpP in the first 
quarter fell 1.8%, despite claims by the 
government that its economic difficulties 
| were far less serious than those of the 
| IMFs ^"patients"—Thailand, Indonesia 
and South Korea. 

It is true that Indonesia's troubles 
| make most other countries look robust. In 
_ the first quarter of this year, its economy 

shrank by 8.5%. The government's forecast 
| that shrinkage for the year can be kept to 

10% seems optimistic. The currency, the 
| rupiah, which has lost 80% of its value 
| against the dollar since last July, still looks 
. vulnerable. Its collapse is forcing prices 
| Skywards—inflation is expected to reach 
| at least 85% this year. It has also forced In- 
| donesian companies to reschedule a 

mountain of some $80 billion of private- 
| sector foreign debt. Even after they 
| reached agreement with their creditors 
on June 4th, and even if the IMF, as ex- 
pected, soon resumes doling out its rescue 








And shrinking in value 


funds, confidence will not magically re- 
turn. The banking system is still bust. 
Indonesia faces, in a particularly vi- 
cious form, a downward spiral seen in 
Thailand and, to a lesser extent, Malaysia. 
Interest rates are high—partly to stop fur- 
ther runs on the currencies, partly be- 
cause governments are borrowing heavily 
to finance the emergency transfusions 
they are giving ailing banks. High interest 
rates and a drying up of credit in turn 
mean more companies are unable to re- 





eration. But it has proved unable to find a 
helpful response to the smog from Indone- 
sia, to a coup in a candidate member, Cam- 
bodia, and to the economic disaster. Its se- 
curity arm, the ASEAN Regional Forum, has 
proved ineffective in defusing any of the 
most serious threats to peace in Asia: Chi- 
na's disputes with Taiwan, and with four 
South-East Asian countries about sover- 
eignty in the South China Sea; tension on 
the Korean peninsula; and nuclear prolif- 
eration on ASEAN's western flank (India is a 
member of the Arr, Pakistan is not). West- 
ern strategists now fear a divided, weak 
ASEAN, susceptible to mounting Chinese 
influence. 

The organisation's guiding principle, 
non-interference, had served it so well in 
the tense, mutually suspicious days of 1967. 
But by 1997 it had become a euphemism 
for irrelevance. This year respected South- 
East Asian academics are already discuss- 
ing the possibility of ASEAN's enlargement 
to include an independent East Timor. Like 
Indonesia, South-East Asia as a whole is en- 
tering a period of confusion, fear and hope. 





pay debt. So banks' non-performing loans 
rise inexorably and governments take | 
over more financial institutions, using up 
even more liquidity to keep them alive. 

Matters are made worse by the new 
weakness of the Japanese yen. It puts 
more competitive pressure on South-East 
Asia’s currencies, which, with the excep- 
tion of the rupiah, have no more of an 
edge against the yen now than they did 
three years ago. It also raises fears that 
China may devalue. In a nervous climate, 
the baht, the Malaysian ringgit and the 
Philippine peso have begun to slide again 
after months of relative stability. 

With far less money coming into the 
region than is being pulled out, the bur- 
den of turning economies around falls on 
countries’ own external finances. Several 
countries, whose current-account deficits 
were blamed for causing the crash, will 
achieve impressive surpluses this year. 
That will be a result not of strong exports, 
but of a staggering decline in imports. In | 
the first quarter, imports into Thailand, 
Indonesia, Malaysia, the Philippines and 
South Korea fell by an estimated 30% 
from a year earlier. Since, in most of these 
countries, exports rely heavily on im- 
ported materials and components, the 
decline implies that the long-awaited ex- 
port boom that would lead to a recovery | 
remains a distant hope. | 

The notion that Asia’s slump would 





be a sharp v-shaped bounce soon gave 
way to more modest hopes of a gradual u- 
shaped recovery. Now some analysts are 
resorting to the letter L. 
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Indonesia 


Settling accounts 


JAKARTA 


RUTH and reconciliation are fine 

ideals. But in Indonesia the former may 
preclude the latter. Two weeks after Presi- 
dent Suharto stepped down, Indonesians 
are hungry for a true accounting of the mili- 
tary, political and commercial abuses per- 
petrated by his regime. For his hand-picked 
successor, Bacharuddin Jusuf Habibie, this 
poses a dilemma. To resist the pressure for 
investigations would risk popular fury and 
add weight to charges that he is no more 
than Suharto writ small. To give into it 
would betray his lifelong mentor—and fuel 
an appetite for revenge that might easily be 
directed at him as well as his predecessor. 

Small wonder that, on June 3rd, Mr 
Habibie told CNN that it “is not worth- 
while to dig into the past.” But it was al- 
ready too late to stop at least some digging. 
On June 6th, 18 soldiers are to stand trial for 
their alleged involvement in shooting dead 
six students in Jakarta on May 12th. The 
killings led to the final wave of protest that 
overthrew Mr Suharto. The conduct of the 
trial will be seen as a test of the new govern- 
ment's willingness to stand up to scrutiny. 

But there are calls for many other inves- 
tigations, too. The human-rights commis- 
sion has said that more than 1,188 people 
died in Jakarta in the orgy of violence, ar- 
son and looting that followed the students’ 
murder. The army had put the number at 
less than half that. And it is still not clear 
who was behind the abduction and torture 
of opposition activists. This week a row 
broke out over an alleged attempt to sell 
“on the quiet” the country’s largest steel 
company by a minister who remains in Mr 
Habibie’s government. 

Going further back, East Timorese de- 
mand a fresh inquiry into the slaughter of 
demonstrators in their capital Dili in 1991. 
Others want a former army commander 
probed about a massacre by the army of 
Muslim protesters in Jakarta in 1984. Any 
number of people have a justifiable grudge 
against the Suharto regime: those who have 
suffered from Indonesia’s occupation, 
since 1975, of East Timor (some Timorese 
claimed responsibility for the helicopter 
crash in which 11 Indonesian army officers 
died this week); those struggling for the in- 
dependence of other parts of the country; 
the millions who lost relations in the anti- 
communist purge of 1965-66; others who 
have spent time in the Indonesian gulag. At 
the last count, in 1992, nearly 1.4m people 
had their identity cards stamped with the 
letters ET, meaning they were former politi- 
cal prisoners still subject to restrictions. 

Almost all Indonesians now resent Mr 
Suharto in one respect: they feel robbed. 
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They now want Habibie to go 


While they go through economic catastro- 
phe, the ex-president and his family are be- 
lieved to be fabulously rich. The Indonesia 
Business Data Centre, a consultancy in Ja- 
karta, has estimated the family assets at 200 
trillion rupiah (about $17.5 billion at to- 
day’s exchange rate, or $80 billion at last 
year’s). Mr Habibie has tried to head off de- 
mands for a commercial witch-hunt by or- 
dering a more general inquiry into corrup- 
tion, headed by the attorney-general's 
office. Few Indonesians are satisfied, since 
they do not trust the judiciary's indepen- 
dence, and they would like the Suhartos 
themselves to be the explicit target. 

But the business empire has tentacles 
reaching into every corner of the Indone- 
sian economy. Its success certainly owed 
something to corruption, and to the belief 
among both local and foreign investors 
that a deal was more likely to £o ahead and 
prosper if the family had a cut. Unravelling 
the skein of more than 1,200 enterprises, 
and their government contracts, franchises, 
monopolies and sweetheart deals, could 
take years. 

It could also raise questions about the 
business interests of other members of Mr 
Suharto's government, notably Mr Habibie 
himself, whose family has a network of a 
mere 80-odd companies. But as the econ- 
omy turns ever more sharply down, de- 
mands for some sort of reckoning with the 
rent-seekers of recent years will intensify. 
The belief that the Suharto family's greed 
had gone too far played an important part 
in turning even former allies against the 
president at the end. It may yet also bring 
down his successor. 








Taiwan 


An election to 
watch 


TAIPEI 


T IS unusual for the election of a mere 

mayor to carry so much significance. Yet 
the outcome of the contest to become 
mayor of Taiwan's capital, Taipei—the 
campaign is already under way, even 
though voting will not take place until De- 
cember—has big implications for the future 
of East Asia. The reason is the political 
leanings of the two main contenders and 
where they would lead Taiwan. 

The two candidates are almost mirror 
images of one another. Both are 47, former 
lawyers and graduates of the country's top 
university. But the incumbent, Chen Shui- 
bian of the Democratic Progressive Party 
(DPP) is a native Taiwanese from a dirt- 
poor background. He has spent nearly 20 
(often dangerous) years campaigning for 
democratic change and Taiwan's indepen- 
dence from China (though he has recently 
toned down his calls for going it alone). Mr 
Chen's challenger, Ma Ying-jeou of the rul- 
ing Kuomintang (KMT), comes from one of 
the families that followed Chiang Kai-shek 
into exile after China's civil war in 1949, 
and then went on to monopolise Taiwan's 
political life, often at gunpoint, for another 
40 years. 

Mr Ma cut short his career as a lawyer to 
become first a KMT apparatchik, then a cab- 
inet minister. As minister of justice, he won 
popular acclaim for trying to clean up Tai- 
wan's notoriously corrupt elections. How- 
ever, this did not go down well with his 
own party and he was demoted to a minis- 
ter without portfolio. He resigned from that 
job last year, after a series of government 
botches, with harsh words about his col- 
leagues. Mr Ma vowed that he would not re- 
enter politics until the kwT had undergone 
serious reform and he repeatedly rejected 
entreaties from his own party to stand for 
the post of mayor of Taipei. Which was why 
his announcement on May 30th that he 
would have a go after all came as some- 
thing of a surprise. 

Mr Ma and Mr Chen are in many ways 
the antithesis of their two respective politi- 
cal parties, and yet they represent many of 
the bigger issues that dominate Taiwan's 
national life. Mr Ma is the squeaky clean, 
well-liked candidate of a corrupt and in- 
creasingly despised party. Mr Chen is a 
shrewd tactician and consensus-builder 
from a party that is usually woolly-minded 
and always riven with factionalism. It is the 
two men’s views about the mainland, how- 
ever, that really count. If Mr Chen, with his 
pro-independence ideas, can beat Mr Ma, 
who supports the eventual reunification of 
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Welcome to the tomb—er, the capital 


ALMATY 


HE new capital of Kazakhstan was at 

first called Akmola, the “white tomb”. 
No wonder, said those who loathe the 
drab, Soviet-built town in the windswept 
north of the country. Its name has now 
been changed to Astana, which simply 
means “capital”. Much more appropri- 
ate, says the president, Nursultan Nazar- 
baev, as he prepares to welcome foreign 
guests to the capital's official opening on 
June 10th. 

What's in a name? Not much. As Ak- 
mola, Astana or Tselinograd (Virgin 
Lands City), its name when this Central 
Asian country was part of the Soviet 
Union, the climate remains appalling: 
winters of 40 below and summers of sti- 
fling heat and swarms of curiously large 
mosquitoes. It is no wonder that Astana's 
new arrivals, mainly government offi- 
cials and a few businessmen, have yet to 
develop an affection for the place. 

Although the Kazakhs grumble about 
Almaty, the capital it replaces, with its 
smog and risk of earthquakes, they are 


Taiwan with China, in December, he is 
likely to keep that wave of victory rolling on 
to the presidential election 16 months later. 
As Taipei goes, so—probably—goes Taiwan. 

The problem for the Kmr is that it 
would be hard put to nominate a presiden- 
tial candidate who could beat Mr Chen. 
Nor does the ppp have another potential 
presidential candidate of Mr Chen's stand- 


ing waiting in the wings. This means a vic- 
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Chen eyes the presidency 
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KAZAKHSTAN 


wA 


used to it and now speak of its virtues. 
Most government officials sent to Astana 
have held on to their flats in Almaty and 
have left their families there. On Friday 
evenings, the flights from Astana to Al- 
maty tend to be packed. 

New capitals seldom win instant af- 
fection. Pakistanis reacted with similar 
scorn when their capital was moved from 
the historic city of Karachi to characterless 
Islamabad. Mr Nazarbaev seems confi- 
dent that the Kazakhs will eventually 





tory by Mr Ma might delay the pPr's acces- 
sion to national government for up to a 
decade. But a defeat for Mr Ma might well 
result in Mr Chen moving into the presi- 
dential office two years from now. So the 
mayors race will probably determine 
whether or not Taiwan gets its first pro-in- 
dependence president—with possibly ex- 
plosive consequences for relations with the 
mainland. 
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come to accept the change. The govern- 
ment points out that the new capital is far 
from troublesome Afghanistan and Tajik- 
istan. But the main motive for the move 
seems to be a desire to tie in the north, 
populated mostly by ethnic Slavs, some of 
whom feel more attached to Russia. 

Astana, a city of 300,000, has plenty of 
room to grow; indeed it is growing bythe | 
day. Building goes on around the clock. | 
Any company investing there gets a gen- | 
erous tax break. The telecoms system in 
Astana is now better than any other in 
Central Asia. | 

The full cost of creating the new capi- 
tal has not been made public, although 
Mr Nazarbaev says that most of the - 
money will come from foreign investors. 
But no details are given to explain how or 
why. Kazakhstan is a poor country, 
though getting richer, and salaries and 
pensions are seldom paid on time. For 
many Kazakhs, it is galling to see millions 
of dollars poured into the unloved new 
capital.In December, when the president 
opened Astana's splendid new indoor 
tennis courts, many of his countrymen 
were shivering through a winter without 
any £as or electricity. 





Afghanistan 


The ground 
shakes again 


FAIZABAD 


M^ Afghans are wondering what 
else could possibly go wrong in 
their stricken country. Barely a week after a 
bomb blast in the northern town of Talo- 
quan killed at least 48 people, on May 3oth 
a devastating earthquake, measuring 7.1 on 
the Richter scale, ripped through the re- 
mote and largely inaccessible northern re- 
gion of the country. It was the second big 
earthquake to hit the area in less than four 
months. 

In the shadow of some of the highest 
mountains in the world, many villages 
have been completely destroyed—some 
crushed under huge landslides. In the dis- 
trict of Shari-i-Buzurg, the hardest hit part 
of the earthquake zone, dozens of villages 
have been turned to rubble. Shocked and 
dazed survivors have been searching 
through the debris in the often vain hope of 
finding some sign of life. 

Many people in the region had barely 
begun to start rebuilding their homes and 
their livelihoods after the February earth- 
quake. That registered 6.1 and may have 
killed up to 4,000 people. Aid workers say 
that the number of casualties in the latest 
earthquake is expected to be higher and 
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that the area of devastation is much wider 
than previously thought. Some estimate 
100,000 people could be affected. Many of 
those killed or injured are women, children 
and the elderly. Since the earthquake struck 
in the morning, the majority of men were 
outside working on their farms. 

In comparison with February's earth- 
quake, when the harsh winter conditions 
hampered relief operations, the response 
by aid agencies has been swift. Some sup- 
plies have been delivered without diffi- 
culty by road. But the helicopters and small 
aircraft from neighbouring Tajikistan and 
Pakistan that at once started to arrive in 
Faizabad, carrying medical and other relief 
supplies to be flown to outlying villages, 
were soon desperately overstretched. On 
June 2nd, Alfredo Witschi-Cestari, the 
United Nations’ relief co-ordinator for Af- 


ghanistan, urgently appealed for more heli- 
copters and fuel. 

Many of the aid agencies were already 
working in the area. They rapidly set up 
first-aid clinics in three main centres, as 
well as a hospital in Rostaq, the centre of 
the earlier earthquake. The first priority 
was to treat the wounded and evacuate 
them to the nearest clinic or hospital. As the 
scale of the disaster became known, aid 
workers said aftershocks, lack of food and 
health problems were their biggest con- 
cerns. Together with the need for shelter, 
the region is likely to require long-term hu- 
manitarian assistance. 

“There may be a danger that foreign do- 
nors will get fed up hearing about earth- 
quakes in Aghanistan,” said one aid 
worker. For the sake of the Afghans, it is 
hoped that the need won't arise. 





india 


So much for hopes of reform 


DELHI 


India’s post-nuclear-test budget was timid, politically motivated—and is 


already starting to unravel 


HE budget that India’s finance minis- 

ter, Yashwant Sinha, announced on 
June tst, showed that the new coalition gov- 
ernment of the Bharatiya Janata Party (BJP) 
is hardly the moderniser some had hoped 
it would be. Despite the popularity of its de- 
cision to test nuclear weapons, it dared not 
take any political risks to bring about eco- 
nomic reforms. The budget combined un- 
abashed protectionism with internal lib- 
eralisation. Already critics ironically 
welcome a return to the “Hindu rate of 
growth”, in which the economy nudges up- 
wards by no more than 3.5% or so each year. 

Defence spending was increased by 


THE ECONOMIST JUNE 6TH 1998 


14% to 412 billion rupees ($9.8 billion), 
though it is hoped that, as a proportion of 
GDP, it will remain unchanged at just 2.5%. 
However, Mr Sinha says he will not hesitate 
to spend more if necessary. Nuclear weap- 
ons will not, it seems, lead to savings 
through cuts in conventional defence. 
Those who speculated that the budget 
would boldly seek to woo foreign investors 
in order to fill the breach caused by eco- 
nomic sanctions were disappointed. Mr 
Sinha chose instead to woo mainly over- 
seas Indians, offering them new conces- 
sions and schemes for investing in their 
homeland. This was motivated by the ByP’s 
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traditional adherence to swadeshi, a creed 
of self-reliance. Many of the party's mem- 
bers fear foreign multinationals as incipi- 
ent imperialists. They believe Indian com- 
panies should be built up before the 
economy is opened to foreign competition. 
The ByP also has a strong base of support 
among overseas Indians, many of whom 
have argued that the party is a reformer. 

The news for foreign investors was not, 
however, all bad. Mr Sinha says he is cut- 
ting red tape and speeding up the approval 
process. This, he says, may lead to a dou- 
bling offoreign direct investment, to $6 bil- 
lion, in two years. With many big projects 
languishing in bureaucrats’ in-trays, Mr 
Sinha claims foreign investors want speedy 
decisions more than tax breaks for projects 
that are sometimes never approved. 

Yet even this welcome change is tem- 
pered by the raising of India’s tariffs, al- 
ready among the highest in the world. Mr 
Sinha has imposed a flat 8% import-duty 
surcharge (with some exemptions), and has 
increased duties still further on several 
items, such as copper. This is aimed at pro- 
tecting domestic industry, even though the 
rupee has fallen by almost 15% in the past 
year. The depreciation means big profits 
for domestic producers—a significant part 
of the pJP's support—albeit at the expense of 
consumers. Mr Sinha promised a cali- 
brated opening up of the economy. He is 
now accused of a calibrated closure. 

Some liberalising is, however, to take 
place at home. The markets for coal and pe- 
troleum products are to be partially deregu- 
lated. The government insurance monop- 
oly will end and new Indian entrants into 
the business may be allowed to let foreign 
partners take minority stakes in their com- 
panies. Earlier governments had sold small 
stakes in state enterprises, but kept man- 
agement control. Mr Sinha proposes to sell 
up to 74% of “non-strategic” state firms, 
which means explicit privatisation for the 
first time. Other promised changes, such as 
an end to the “inspector raj” that results in 
much harassment and corruption, pleases 
many Indian businessmen. 

Yet the budget rests on several assump- 
tions that could prove too optimistic. Mr 
Sinha has imposed a record dose of cus- 
toms-and-excise duty to trim the budget 
deficit, but he hopes protectionism and 
faster approval (or disapproval) of foreign 
investment will spark a boom in GDP of 
1.595. Leaving aside problems such as fall- 
ing international credit ratings and rising 
interest rates, there is a risk that even the 
good bits will not be delivered. The day af- 
ter the budget the government had to re- 
duce increases in the price of petrol and 
urea (used for making fertiliser), because of 
growing oposition within its ranks. Some 
fear bold promises about privatisation and 
the like will go the same way. 
————————— HL —— LC EM áo 
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UNITED STATES 


A steady lot, the Californians 


LOS ANGELES 


N A state that likes to break political 

records, California's primary election on 
June 2nd did very nicely indeed. The new 
open system, which lets voters cross party 
lines, produced the longest ballot paper in 
American history. The six months of cam- 
paigning cost over $100m. And the opinion 
polls swung so wildly that all three Demo- 
cratic candidates for the governorship 
bounced between top and bottom place. 

The electorate was sitting in judgment 
not just on who should run for the gover- 
nors job in Sacramento and for the Senate 
in Washington but also on two initiatives— 
on bilingual education and trade unions’ 
political contributions—that hold a lesson 
for the rest of America. California's televi- 
sion news was curiously indifferent to all 
this; you learned about the election less 
from the news than from a swarm of com- 
mercials that set new standards for bile and 
schmaltz. And yet, just when you were be- 
ginning to lose faith in American politics, 
the voters surprised you. 

The Republicans had a quiet guberna- 
torial primary; their man, Dan Lungren, 
the state's attorney-general, has 
virtually no opposition in his 
party. (Pete Wilson, the current 
Republican governor, is at the 
end of his permitted eight years 
in office) So the primary was 
dominated by a horrendously ex- 
pensive competition between 
three Democrats. Al Checchi, a 
former co-chairman of North- 
west Airlines who has a personal 
fortune of about $750m, spent an 
estimated $40m on his cam- 
paign. That is more than any 
other candidate in a non-presi- 
dential race has ever spent on a 
primary and general election 
combined. But the more he spent, 
the worse he did. 

He was pushed aside first by 
Jane Harman, a congresswoman 
who spent something like $14m 
on her campaign, much of it pro- 
vided by her husband, who made 
a fortune manufacturing stereo 
equipment. But for her, too, 
money was not enough. In the 
end, almost 60% of the voters 
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plumped for the poorest of the three candi- 
dates, Gray Davis, a 23-year veteran of Cali- 
fornian politics who could not even afford 
to buy television advertisements until six 
weeks ago. 

This could have implications beyond 
California. Mr Davis is not a shoo-in for the 
governorship. Not for nothing is his first 
name Gray; he is much duller than his Re- 
publican opponent, and he won more be- 
cause people were voting against his rich ri- 
vals than because they felt excited about 
him. Even so, he has a chance of winning 
the governorship in November. If he does— 
and if his party stays in charge of Califor- 
nia's legislature—the Democrats will con- 
trol the redistricting in 2002 of California's 
seats in the House of Representatives in 
Washington: and California has more 
House seats than any other state. 

The same disdain for money showed it- 
self in the race to be the Republican who 
will fight for the Senate seat in Washington 
now held by Barbara Boxer, a liberal Demo- 
crat. Darrell Issa, who has earned millions 
out of manufacturing car alarms, sank al- 





Nicely Gray 


most $9m into his campaign, and outspent 
his opponent by a margin of four to one. 
Yet the voters preferred Matt Fong, a former 
state treasurer, despite Mr Fong's nerdish 
appearance and turgid speeches. 


Sorry, it wasn't a good idea 

Another sort of steadiness was evident in 
the verdict on Proposition 227. This was the 
ballot initiative designed to replace bilin- 
gual education in schools with “total im- 
mersion" in English for children (chiefly 
Spanish-speaking Latinos) who at present 
stumble through America's first language. 
The leaders of various ethnic pressure 
groups lined up to denounce the initiative. 
Representative Xavier Becerra even ac- 
cused its author, Ron Unz, of “immigrant 
bashing", a charge amply disproved by Mr 
Unz's record on the subject. 

The California Teachers’ Association 
also opposed the initiative, as did a for- 
midable array of politicians, including all 
four gubernatorial candidates and even 
President Clinton. No matter. The voters 
waved it through by a majority of about 
two to one, even though the barrage of op- 
position did bring down the percentage of 
Latinos supporting the initiative from a 
one-time high of about 80% to around 50%. 

This too will have an effect on the rest of 
America. California has by far the biggest 
bilingual-education programme in the 
country; as many as a quarter of its school- 
children are taught primarily in 
non-English languages. Now that 
the state which pioneered bilin- 
gual education has voted to dis- 
mantle it, with the support of a 
large proportion of its Spanish- 
speaking voters, other states may 
well follow. The bilingual-educa- 
tion experiment, which has 
shunted too many immigrants’ 
children into a second-rank life 
by keeping them unfamiliar with 
the language of their adopted 
country, may then move to its de- 
sirable close. 

Of all these things, it is per- 
haps California’s relative non- 
chalance towards money in poli- 
tics that matters most. Of course, 
money was not wholly irrelevant. 
In this sprawling state, it is im- 
possible to reach the voters with- 
out spending plenty of it, not 
least on television commercials. 
Mr Checchi's millions did have at 
least one effect: they persuaded 
the most formidable Democrat, 
Dianne Feinstein, not to run in 
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regret in light of the result) Even poor Mr 
Davis ended up spending $9m. A $20m 
campaign by organised labour succeeded 
in defeating Proposition 226, which sought 
to prevent trade unions using their mem- 
bers' dues for political purposes without 
their written permission, even though 226 
had at first had most ofthe voters behind it. 





Jerry Brown's 
sort of town 


$AN FRANCISCO 





TWAS no surprise that Jerry Brown, 
the sprightly and dreamy ex-gover- 
. nor of California, won the primary | 
| election for mayor of Oakland. The 
_ surprise was that he won with such a 
| comfortable majority, almost 60%. 
| Oakland is a troubled, poor city, 

where almost half the population is 
| black, a quarter is Latino and a hefty 
. proportion are unemployed. Mr 
| Brown was the only white on the bal- 
| lot. What does this city think it has in 
| common with him? 

More than you might suppose. 
When he was governor of the state, Mr 
Brown appointed more blackstostate | 
posts and to the courts than any of his 
predecessors had done, and he made 

. California the first state to set aside a 

. day honouring Martin Luther King. 

| On the Latino side, he created the first 
state board to look after the interests of 

| migrant farm workers. All this is re- 
membered with gratitude. 

Oaklanders also reckoned that 
their previous mayors, most of them | 

black, had let the city down. They had 
failed to revive its economy, or to cut 
| 


black unemployment; indeed, blacks 
had not even benefited (as they have in 
Washington, pc, and Atlanta) from a 
special share of city contracts. They 
presumably thought that Mr Brown 
might help them more. 

He intends to, but in his own way. 
He sees Oakland as a “hill-town” in 
the style ofthe Italian Renaissance (an 
improbable metaphor for those who 
have been there); and in such towns, 
he says, "civilisation shows" once the 
social traumas are dealt with. He is 
proposing an initiative that will give 
the mayor more power to hire and fire 
state employees. He believes that, with 
such powers, he can start to make Oak- 
land a multicultural model for the rest | 
of California. It sounds far-fetched, — 
but this is part of his appeal. To 
Oaklanders gratified surprise, Mr 
Brown is actually inspired by the 
thought of running their city. 
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no amount of money can make up for a 
lousy campaign. Mrs Harman may per- 
haps be forgiven her woolliness, because 
she joined the race only when Miss 
Feinstein belatedly decided to keep out of 
it. But Mr Checchi, who has been preparing 
for the primary for the past 18 months, 
seemed to go out of his way to make every 
mistake in the book. 

He started off by presenting himself as 
an outsider who could bring a business- 
man's expertise in "change management" 
to the sclerotic world of politics. On discov- 
ering that this Ross Perot-style insurgency 
was getting him nowhere, he then became a 
left-leaning Democrat. He had marched 
with Martin Luther King; he promised to 
bring back racial-preference selection to 
universities and state hiring; in the last 
stretch of the campaign he even aban- 
doned his limousine for a rented school 
bus. And his blitz of advertising attacks on 
Mrs Harman—they said that, as a congress- 
woman, she had voted against MrClinton’s 
first budget and had (good heavens) occa- 
sionally voted with that dreadful right- 
winger, Newt Gingrich—boomeranged 
straight back at him. 
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The voters, recognising an aggressive 
chameleon when they saw one, turned 
their backs on him. So victory in the guber- 
natorial primary eventually went to Mr Da- 
vis, once so low in the opinion polls that 
most people had written him off. Governor 
Wilson says that Mr Davis was "the benefi- 
ciary of his own silence". Mr Davis himself 
has a simpler explanation: "The Lord is 
smiling, and I thank him." 

The chief lesson of Tuesday's voting, 
however, is not about the Lord's wishes but 
about the temper of a state which is at last 
booming after a time of riots, earthquake, 
mudslides and economic distress. This 
campaign saw little of the angry passion 
that distorted earlier battles about illegal 
immigration and affirmative action. The 
voters picked Mr Davis as the Democrats’ 
challenger for the governorship because of 
his years of experience in state politics, not 
least as state comptroller and lieutenant- 
governor: he had, as he said, the "experi- 
ence money can't buy". They rejected bilin- 
gual education not out of anti-immigrant 
fervour but because it is widely seen as an 
experiment that failed. Californians may 
one day get wild again. But, for now, steadi- 
ness rules. 





Alternative education (1) 


Learning round the kitchen table 


CHICAGO 


Americans in record numbers are removing their children from public 
schools to educate them at home. In two articles we consider, first, home 
schooling itself, and then the Christian schools that provide many parents 
with what they consider the next-best thing 


DUCATION has always been a local is- 

sue in America. Now an increasing 
number of parents are choosing to make it 
even more local: they are doing it them- 
selves. The number of Americans teaching 
their own children has more than tripled 
since the beginning of the decade. Home- 
schooling groups put the number of stu- 
dents learning at home at 1.23m, or slightly 
more than all the public- 
school students in New Jersey. 
Such numbers are notoriously 
imprecise, since some of the 
most populous states, such as 
Texas and Illinois, collect no 
meaningful data on home 
schooling. Still, experts reckon 
that the number of families 
teaching their children at 
home has exploded over the 
past decade and is growing by 
at least 15% a year. 

Why? Twenty years ago 
home schooling was a hippie 
habit, the natural comple- 
ment to free love and natural 


healing. But the flower children soon had 
strange bedfellows. In the mid-1980s, home 
schooling was embraced by Christian fun- 
damentalists as a means of providing fam- 
ily-based religious and moral education. 
Recently, there has been a boom in secular 
home schoolers who are dissatisfied with 
public schools. 

The Florida Department of Education 
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has for years sent a crude survey to home 
schoolers asking them why they withdrew 
from the regular system. Two years ago, for 
the first time, dissatisfaction with the pub- 
lic schools was a more common answer 
than religious preference. According to 
Mary Anne Pitman, an educational an- 
thropologist at the University of Cincin- 
nati, one fast-growing group of home 
schoolers is black professionals, worried by 
the lack of safe, effective public schools for 
their children. 

Two decades ago, home schooling was 
illegal in many states and strongly discour- 
aged in most others. Students were hunted 
down as truants; parents were arrested and 
sometimes even jailed. All 50 states now al- 
low it, though the degree of regulation var- 
ies enormously. In Minnesota, home 
schoolers must register, check in regularly, 
and take part in standardised exams to 
make sure the children are not falling be- 
hind. In Illinois, they are virtually unregu- 
lated. Some states have become downright 
accommodating. Washington and lowa re- 
quire the public schools to enroll children 
on a part-time basis if they ask for it. In Cali- 
fornia, children can enroll in an indepen- 
dent study programme through a public 
school and then do their studying at home. 

Not surprisingly, the busiest opponents 
of all this are schoo! administrators, par- 
ticularly superintendents. They can be ex- 
pected to have a belief in public schools, of 
course, but not all their concerns are so 
well-intentioned. In most states, schools 
are financed according to the number of 
pupils attending. “Superintendents see ev- 
ery kid who doesn’t come in as a potential 
$6,000 loss,” says Michael Farris, the presi- 
dent of the Home School Legal Defence 
Association (HSLDA). The teachers’ unions 
are not fond of home schooling, either. The 
National Education Association handbook 
declares that “home schooling pro- 
grammes cannot provide the student with 
a comprehensive education experience." 

Yet the legal climate has changed, in 
large part, because home schoolers have de- 
veloped into a potent political and legal 
force. Their association with the Christian 
right has earned them strong Republican 
backing. They are also very good at bare- 
knuckle, grass-roots politics. The HSLDA has 
a staff of 50, including seven lawyers, who 
lobby on Capitol Hill but also pick fights at 
the state level. When a Michigan couple 
was arrested in 1985 for teaching their child 
at home without a teacher's licence, the 
HSLDA fought the case all the way to the 
Michigan Supreme Court, where the law re- 
quiring home-schooling parents to be li- 
censed teachers was struck down as uncon- 
stitutional. Mr Farris boasts that he can 
generate 100 telephone calls to every con- 
gressional office within a matter of hours. 

At the same time, public opinion on 
home schooling has shifted. When the Phi 
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Mother knows best 


Delta Kappa/Gallup poll on public atti- 
tudes towards education first asked about 
home schooling in 1985, 73% of those sur- 
veyed said it was a bad thing, compared 
with 16% who approved. When the same 
question was asked in 1997, the objectors 
had fallen to 57% and the supporters had 
more than doubled, to 36%. Favourable sto- 
ries about home schooling are starting to 
creep into mainstream magazines. 
Amazon.com, the biggest Internet book- 
seller, now lists over 200 books on the 
subject. 

But what happens to the children? The 
HSLDA claims that, on average, home- 
schooled students outperform their public- 
school peers by more than 30 percentage 
points in all subjects, and that the longer a 
child is schooled at home the larger the test 
gap grows. The figures may be tilted, and 
home-schooled students, whose parents 
are an exacting bunch, would probably do 
well in public schools too. Still, home 
schooling is not creating a generation of 
dullards. 

Harvard has seen fit to accept a handful 
of these children over the past two decades. 
“Some of these kids are absolutely terrific. 
They've done interesting things,” says Da- 
vid Illingworth, the senior admissions offi- 
cer. Mr Illingworth has challenged the 
movement to find a better name, since 
many of its most successful students have 
taken some courses in public schools and 
even in community colleges. The picture of 
a mother working with her children round 
the kitchen table does not do justice to the 
idea, he says. 

And there is a harder question: is it pos- 
sible to develop socially without ever going 
to school? Home schoolers argue that their 





children are exposed to children and 
adults of varying ages rather than becom- 
ing “peer-dependent”. Mr Farris decided to 
begin educating his six-year-old daughter 
at home when he realised that she cared 
more about the approval of other six-year- 
olds than she did about her own family. 
“Real life”, he says, “does not consist of age- 
segregated herds.” ^ Harvards Mr 
Illingworth says the sociability of home- 
schooled applicants varies as much as it 
does among ordinary ones. The exceptions 
come from religious families who have de- 
liberately withdrawn their children from a 
world they consider tainted. 

One shadow lies over home schooling. 
Joe Nathan, a senior fellow at the Hubert 
Humphrey Institute at the University of 
Minnesota, has spent much time inter- 
viewing parents who teach at home. Most 
want to give their children a better educa- 
tion; but a tiny minority are dangerously 
racist, angry or alienated. “There are some 
real haters,” says Mr Nathan. In general, he 
considers home schooling to be a good 
thing for bringing change to the public 
schools; many home schoolers have al- 
ready been drawn back into the system by 
charter schools and other such experi- 
ments. But there is a worrying group lurk- 
ing in the home-schooling shadows. 

Even so, most home-schooling parents 
choose to teach their children at home at 
great cost to themselves because they 
reckon the public schools are missing the 
mark; and, in many cases, they are right. A 
surge of defections may finally send a 
wake-up call to the whole public system. 
Rather than merely talking of change, it is 
time to bring some about. 
E E 
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Rich pickings 


A RISING tide lifts all 
boats, they say. But 
America's soaring stock- 
market has inevitably 
benefited the rich, who 
own more shares, by 
more than the average. According to a 
survey by us Trust, a bank that mostly ca- 
ters to the wealthy, the richest 1% of 
Americans—who either earn over 
$225,000 a year or have net assets of 
more than $3m—have enjoyed an aver- 
age increase in the value oftheir shares of 
70% since 1993. This helped raise their 
net wealth by 43%. 
This good life seems to have made the 
rich better people. Asked how the boom- 
ing stockmarket has changed them, the 
| response from 73% of those polled was 

that they have become more charitably 
inclined. And almost as many have acted 
on this inclination: 62% said they had in- 
creased their contributions to churches, 
| synagogues and charities, and 56% had 
. made additional gifts to relatives. This 
| contrasted with a paltry 23% increase in 
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Alternative education (2) 


God's own 
scholars 


MASON, TEXAS 


HE motto of Grace Christian School— 

“Fight the good fight of faith"—could be 
that of many an English private school. The 
difference is that Grace means it. It is one of 
thousands of recently established funda- 
mentalist Christian schools across Amer- 
ica, with a mission to major in Jesus Christ 
and minor in everything else. 

Grace is housed in a small white clap- 
board schoolhouse beside a dried-up creek 
in Mason, a pretty ranching town of 2,100 
people. Step inside, and it is immediately 
clear that this is a different kind of school, 
with humble resources. Desks line the main 
room. Teenagers sit next to small children. 
The atmosphere is attentive. There are no 
classrooms as such, just a single teacher and 
two teaching assistants walking up and 
down. Grace has 35 children, aged 6 to 18. 
Its largest-ever graduating class was three; 
but in recent years its graduates have gone 
on to West Point and Texas A&M Univer- 
sity, among others. 

Fundamentalist schools are growing 
fast. In Fort Worth, enrolment in them has 
grown by 30% since 1995. Because most of 
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As share values have soared, Ameri- 
cans at all levels of income have felt 
wealthier and more confident. As a con- 
sequence, most of them see less need to 
put something aside for a rainy day. In 
the past five years, America's average rate 
of savings from post-tax income has 
dropped from 6.2% to 3.8%. The response 
of the rich has been different. They seem 
to be having trouble spending all this ex- 
tra money. The wealthiest 1% now save 
24% of their disposable income, up by a 
quarter since 1993. Some economists 
fear that America’s low savings rate will 
eventually harm the economy. If that 
happens, as always, it will be the poor 
wot gets the blame. 









Too much money to spend 
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spending on jewellery, furs and so on. eS “Earning over $225,000 | | 


these schools do not report to the local edu- 
cational authorities, exact numbers are dif- 
ficult to come by; but Christian Schools In- 
ternational, one of several umbrella 
organisations, claims about 3,200 member 
schools in the United States, with 600,000 
pupils. The chief reason for their growth is 
frustration at the removal of God from the 
public schools. But some parents have in 
general lost confidence in the state’s ability 
to educate their children, and others ques- 
tion the government's right to dictate edu- 
cational standards. 

When is a Christian school a funda- 
mentalist school? There are no hard-and- 
fast rules; but an unequivocal belief in 
creationism is probably the most reliable 
indicator. So is a sense of ministering to the 
whole child. “We believe that every human 
has three parts: spirit, body and soul, and 
that we should minister to all three parts," 
says John Burges, the principal and only 
full-time teacher at Grace. Parents often 
quote Deuteronomy chapter six, verse 
seven—"And thou shalt teach [God's com- 
mandments| diligently unto thy chil- 
dren"—as the source of their preference for 
such schooling. How, they ask, can one dili- 
gently teach scripture in a secular school 
system? 

The curriculum itself is overtly Chris- 
tian. Almost every subject on the Acceler- 
ated Christian Curriculum, which Grace 
uses, has a Christian slant. Parents pay 
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around $125 per child each year for books 
and course materials. Some of these cour- 
ses, such as grammar, are laudable for their 
basic approach. Others are more worrying. 
The history curriculum carries the notion 
of America's “manifest destiny" far beyond 
Monroe's dreams. Spain was defeated in 
North America because it was Catholic. 
George Washington was preserved by a 
miracle during the French-Indian war. All 
Muslims are "descendants of Isaac's half- 
brother Ishmael". Above all, "American- 
ism" is the divine template for the world. 

Larger fundamentalist schools charge 
fees and grant scholarships, but smaller 
ones have a different approach. Grace is 
typical. Its shoestring budget allows it to 
educate each child for roughly $1,000 a 
year. Every summer, parents sit down with 
the school to discuss how much they can 
afford to pay, ranging from $50 to $200 a 
month for each child. Teachers' pay is pal- 
try. Mr Burges draws a salary only when all 
the bills have been paid; in a good year he 
takes home $12,000. Unable to afford a lab- 
oratory, Grace uses the great outdoors as its 
classroom. In deer season the whole school 
goes hunting (PE), butchers a deer (Biology), 
then cooks it (Home Economics) into veni- 
son burgers for school lunch. And everyone 
says grace first. 





America and Israel 
The voice within 


WASHINGTON, DC 


HEN is a lobby group a political 
committee? The answer is when it 

gives or receives more than $1,000 for the 
purpose of "influencing any election for 
federal office". And why does this defini- 
tion matter? The answer is that a political 
committee must reveal both the source and 
the destination of its donations. So, if the 
American Israel Public Affairs Committee 
(AIPAC)}—acknowledged as one of Washing- 
ton's finest arm-twisters—is shown to be a 
political committee, then those who be- 
lieve Jewish money distorts America's for- 
eign policy may find some useful evidence. 
Or so Paul Findley, a former Republi- 
can congressman from Illinois, and James 
Akins, a former ambassador to Saudi Ara- 
bia, have been hoping. Mr Findley blames 
AIPAC for his electoral demise in 1982; Mr 
Akins is outspokenly critical of America's 
policy in the Middle East. Nine years ago 
they and four other plaintiffs (one of whom 
describes AIPAC as "an 800lb gorilla on 
Capitol Hill") began a lawsuit against the 
Federal Election Commission, charging 
that the FEC was wrong not to define AIPAC 
as a political committee. The FEC replied 
that the plaintiffs had no standing to bring 
the case and that, even if arrac could be 
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technically defined as a political 
committee, it should not be sub- 
ject to the law’s disclosure re- 
quirements because the nomina- 
tion and election of political 
candidates were not AIPAC'S 
“major purpose'* 

This week, the Supreme Court 
ruled that Mr Findley and his col- 
leagues did indeed have the right 
to bring the case—but added that 
there was no point in deciding 
the issue of AIPAC’s status because 
the FEC is currently considering a 
new rule that will confirm AIPAC 
as a “membership organisation” 
exempt from the disclosure rules 
applying to political committees. 
In other words, the plaintiffs’ vic- 
tory is decidedly Pyrrhic. The real victory, 
AIPAC claims, has been won by itself and by 
“those who support First Amendment 
rights”. It added that “as a matter of policy, 
AIPAC does not rate or endorse candidates.” 

Some will say it has no need to. The 
Democrats’ traditional support for Israel 
has long been matched by the Republicans’. 
In 1973, President Nixon ordered a state of 
nuclear alert on Israel's behalf; in 1980, 
Ronald Reagan publicly identified Israel as 
a "strategic ally". Last month the speaker of 
the House, Newt Gingrich, buoyed by the 
biblical instincts of Christian funda- 
mentalists and impressed by the free-mar- 
ket instincts of Israel's present government, 
embarrassed the administration by casti- 


Fairly happy with Bibi 
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dating Madeleine Albright, Mr Clinton's 
secretary of state, as “an agent of the Pal- 
estinians" and then by declaring, in an ad- 
dress to the Israeli Knesset, that Jerusalem 
should indeed be Israel's “united and eter- 
nal" capital. 

So much, say disgruntled American Ar- 
abs (whose lobbying power in America is 
trivial), for the idea of America as an honest 
broker. With the mid-term elections loom- 
ing, the Republicans are saying, in effect, 
"Israel right or wrong", and the administra- 
tion is backing away from recent hints that 
Israel will suffer if it does not accept an 
American plan for it to withdraw from a 
further 1336 of the occupied West Bank. 

But are there not disgruntled American 


^ UNITED STATES 


Jews, too? On the whole, Ameri- 
ca's Jewry has been a liberal body, 
aligning itself with Israel's La- 
bour Party rather than the Likud 
Party of the present prime minis- 
ter, Binyamin Netanyahu. The 
Oslo peace accord, and the hand- 
shake between Yasser Arafat and 
Yitzak Rabin on the White House 
lawn, gained near-universal sup- 
port. Surely, therefore, there must 
be disappointment over the gla- 
cial pace of peace negotiations 
under Mr Netanyahu—and sup- 
port for a firmer line by America? 

In theory, perhaps. But the 
opinion polls do not prove it. 
They show that only a third of 
American Jews oppose Mr 
Netanyahu's handling ofthe question; over 
two-thirds think America should put more 
pressure on Mr Arafat; and just over half 
think America should not put pressure on 
Mr Netanyahu. Moreover, Mr Netanyahu, 
once a diplomat in Washington, knows 
better than most how to play the American 
political game. As Jason Isaacson, director 
of government and international affairs for 
the American Jewish Committee, explains 
the matter: "It's in America's interests to 
support that system, that country. We're 
simply too far away to make decisions 
about percentages of land to be given up. 
It's not our call, regardless of the liberal in- 
stincts of American Jews." 
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English as she is writ 


WASHINGTON, DC 


MAGINE America's cowboy heroes— 

John Wayne, say, or Clint Eastwood— 
behind a desk. Their paperwork would be 
like their speech: simple and succinct. 
Now look at the unheroic reality: thou- 
sands of pen-pushers at some 60 federal 
agencies, issuing more than 1,800 rules a 
year, in so many billions of words that the 
Code of Federal Regulations is now more 
than 130,000 pages thick. 

Thank goodness that Mr Clinton and 
his sidekick, Al Gore, are riding to the res- 
cue. On June ist the president signed an 
executive memorandum ordering the bu- 
|! reaucrats to write any new documents for 
the American people “in plain language", 
and to “revise all existing letters and no- 
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Standard Practice for Collection of Channel Samples of Coal in a Mine, D5192-91, Standard 
Practice for Collection of Coal Samples from Core; and, D1412-93, Standard Test Method for 

Equilibrium Moisture of Coal at 96 to 97 Percent Relative Humidity and 30§C are incorporated by 
reference as published in the 1994 Annual Book of ASTM Standards, Volume 05.05. The Director 
poration by reference in accordance with 5 U.S.C. 


tices into plain language by 2002.” The 
vice-president, whose efforts to reinvent 
government have allegedly already elimi- 
nated 16,000 pages of regulations and 
640,000 pages of internal rules, ex- 
plained (a little wordily, perhaps): “Clar- 
ity helps advance understanding and un- 
derstanding can help advance trust. And 
trust—especially trust in the promise of 
our self government—is essential if we are 
to come together to solve the problems we 
face as a nation.” So use the active voice, 
not the passive; use everyday words wher- 
ever possible; and be brief. 

That, of course, is a difficult challenge 
for any self-respecting bureaucrat, let 
alone politician. But at least there is pro- 


















Believe it or not, this is the simpler version 
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fessional help. For example, Siegel & Gale, 
a “marketing communications" com- 
pany in New York, has worked with the 
Internal Revenue Service and the Bureau 
of the Census to simplify their docu- 
ments. The results, with or without profes- . 
sional help, can be dramatic. Mr Gore | 
pointed to a 63-word "egress" standard 
from the Occupational Safety and Health 
Administration, reading in part: "Ways 
of exit access and the doors to exits to 
which they lead shall be so designed and 
arranged as to be clearly recognisable as 
such." The revised version has just 14 
words: "An exit door must be free of signs 
or decorations that obscure its visibility." 
Is victory for plain English, then, in 
sight? Maybe not. The truth is that verbos- 
ity and a lack of clarity have their advan- 
tages in the world of politics. As the Wash- 
ington Post waspishly pointed out, Mr 
Gore, when questioned about telephone 
calls made from the White House in 
search of campaign contributions, re- 
plied: “There is no controlling legal au- 
thority that says this was in violation of 
the law.” He could have said: “There’s no 
law against it.” But that might have 
tempted the attorney-general to disagree. 
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The worrying zeal of Ken Starr 


ENNETH STARR is out to get the truth about Bill Clinton. truth, the whole truth, and nothing but the truth", then surely 
He wants the truth about a 20-year-old land deal called lawyers should tell the same. In support of this contention, Mr | 
| 





Whitewater. He wants the truth about a 24-year-old lady called — Starr cited Nix v Whiteside, a 1986 Supreme Court ruling that a 
Monica Lewinsky. To get that truth, Mr Starr has done most defence lawyer should not assist a client in committing perjury. 
things short of cracking knee-caps. He has hidden a microphone Mr Starr concludes that "lawyers have a duty not to use their 
on an accomplice. He has subpoenaed bookshop records tosee — skills to impede the search for truth.” 
what Miss Lewinsky might be reading. He has allowed a witness The unwavering pursuit of truth should indeed animate 
who refused to talk to be kept in jail for nearly two years. The prosecuting lawyers like himself; but if you run Mr Starr's gen- 
most dangerous place in Washington these days is between this — eral argument by Geoffrey Hazard, a law professor at the Univer- 
prosecutor and potential evidence. sity of Pennsylvania who is America's leading legal ethicist, you 
This week was pretty good for Starr-gazers. The prosecutor get an interesting reaction. “Mr Starr's claim is not only ludi- 
declared that Mr Clinton was under “serious criminal investiga- crous; it is pernicious," comes the response. Even though nolaw- | 
tion". His spokesman said that Mr yer should be party to perjury, de- 
Clinton himself might soon re- fence counsels have a duty to 
ceive a subpoena, requiring that impede the search for truth in 
he testify under oath about his other ways. They may advise their 
cordial friendship with Miss clients to invoke the constitution's 
| Lewinsky. Miss Lewinsky herself, Fifth Amendment, which means 
| as if rattled, abruptly changed her they can refuse to testify. They may 
lawyers. Mr Starr, having won a le- argue that incriminating evi- 
gal battle over the right to require dence is inadmissible on tech- 
Sidney Blumenthal, a presiden- nical grounds. Even if they know 
tial aide, to testify, filed a brief their client to be guilty, defence 
| with the Supreme Court, urging lawyers are supposed to pick holes 
that he be let loose on various in the prosecution's arguments, 
other members of the White and to get their clients off. 
House staff, including secret ser- A lawyer's first duty is to the 
vicemen, who have never yet had client, not to the truth, because the 
to divulge the content of private alternative is terrible. If lawyers 
| presidential conversations. No refuse to defend clients whom 
| matter: the truth must out. they suspect to be guilty, then 
| 
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Those were the headlines. But, some defendants will appear in 
on June ist, Mr Starr also gave a court without a lawyer. If suspects 

speech to a bar association in know that lawyers may desert 





North Carolina, in which he ex- them, they will not be able to con- 

panded on his passion for the fide in them and so prepare a 

truth at some length. Even before this speech, it was often said good defence. The right to a fair trial cannot exist without de- 

that the prosecutors moral sense was unusually developed: he fence lawyers devoted to the business of defending. It is for 
had grown up as the son of a conservative minister in small- judges and juries—and prosecutors—to worry about truth. 

r | town Texas; he had never smoked or drunk or cursed. It was also When Mr Starr himself was defending tobacco companies 
_ said that his life-style exuded disciplined devotion: his teenage some years ago, and signing briefs arguing that nicotine might 
| hobby was shoe-polishing and his summer job was selling Bi- not be addictive, he seemed to understand that the quest for 

| bles; and, though he is busy these days, he likes to rise earlyand truth must be balanced against the rights of defendants. Now 

€ jog toa creek near his house, where he pausestosingahymnand — thatheis hunting Clintons, Mr Starr has grown obsessed by this | 
pray. But this week's oration has made Mr Starrs moralismseem — five-letter word. Earlier this year he even cited the First Amend- 
increasingly bizarre. ment's free-speech clause as he tried to squash hostile press sto- 
Mr Starr began his speech darkly, brooding on a “disease” ries: “The First Amendment is interested in the truth," he said. 
that "threatens our safety, our democracy, and the very founda- — But the whole point ofthe First Amendment is to prevent people 
tions of our society.” The disease, heexplained,isthatlawyersno — like Mr Starr from pursuing the truth to the point of trampling 
longer take their responsibility to the truth seriously. Itusedtobe liberties. 
that lawyers were like Atticus Finch, the hero of Harper Lee's To be fair to Mr Starr, hunting the Clintons is a soul-destroy- 
novel, “To Kill a Mockingbird”: people who searched out the ing business. The president has used every legal trick available to 
truth to counter an injustice. Now, says Mr Starr, lawyers are like slow the prosecutor's progress. He has invoked executive privi- 

“Bruiser” in John Grisham’s book, “The Rainmaker”: people lege to shield his staff from subpoenas; he has invoked attorney- 

who will do anything for their clients. It is not surprising, Mr client privilege when that failed. For the past year, the president 

Starr says, that even though 25 out of 42 presidents have been has assured voters that scandal investigations will not distract 

lawyers, the profession is held in contempt these days. One of him from the task of government; but this week (not for the first 

the candidates in the Washington, pc, mayoral primary iscam- — time) his lawyers claimed the opposite, in order to persuade a 

paigning on the fact that he is not a lawyer. court to keep the investigators at bay. All these frustrations are 

Having softened his audience, Mr Starr then developed his taking their toll on the prosecutor. In the end, it is to be hoped, 
main point. “Truth is intended to be the primary goal of our Mr Starr may indeed get to the truth; if the truth does not get to 
judicial system,” he declared; if witnesses must swear to tell “the him first. 
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Colombians look for a new 
kind of politics 


BOGOTA 


The two traditional big parties still lead the field. But they and Colombia’s 
political elite have been put on notice by a sizeable part ofits people 


NEW political movement was born in 

Colombia last weekend. Noemi Sanin 
came only third in the presidential elec- 
tion. She is out of the run-off on June 21st. 
But Ms Sanin, a former foreign minister 
who ran as an independent, galvanised Co- 
lombia’s traditionally apathetic voters, and 
came close to turning her country’s politi- 
cal establishment on its head. Even in de- 
feat, she is strongly placed to help shape the 
political future. 

Thanks to their party machines, the two 
big parties' candidates—the ruling Liberals' 
Horacio Serpa and the Conservatives' An- 
dres Pastrana—now go forward to the sec- 
ond ballot. Sunday's vote left them neck- 
and-neck Mr Serpa, until recently 
President Ernesto Samper's interior minis- 
ter and right-hand man, took 34.6% of the 
vote. Mr Pastrana, whom pollsters had put 
well ahead of him, was in the end fraction- 
ally behind, with 34.4%. 

That was a surprise. But the real shock 
was Ms Sanin, and her 27%. The raw figures 
explain it. The turnout on Sunday was far 
ahead of that in 1994, when Mr Samper 
narrowly defeated Mr Pastrana; and of the 
5m extra votes, some 60% went to Ms Sanin. 
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She came decisively first in Bogota, Medel- 
lin and Cali; with a party behind her in 
lesser centres, she would have led the field. 

Why? President Samper' legacy to his 
country—discredited political institutions, 
an escalating civil war, a weak economy 
and rising unemployment—had been ex- 
pected to hobble Mr Serpa. Opinion-mak- 
ers and opinion polls alike suggested that 
the benefits would flow to Mr Pastrana. 

Yet behind his banner of a "Grand Alli- 
ance for Change", Mr Pastrana is still an 
establishment politician. The adhesion of 
Liberal rebels to his campaign, and the 
backing of Colombia's leading non-politi- 
cal public figure, the novelist Gabriel Gar- 
cia Marquez, were not enough to convince 
voters that, in office, he would radically re- 
form the system that had put him there. 
And that is what many voters want. 

Liberal or Conservative, Colombia's po- 
litical elite have maintained a cosy rela- 
tionship—at times undemocratically so— 
in which they have consistently put their 
own interests ahead of those of the majority 
of Colombians. So, at least, say many of the 
latter. And rather than take out their dis- 
satisfaction on the current government 


alone, these voters sent a resounding mes- 
sage of rejection to the elite as a whole. 

Mr Pastrana can still look forward fairly 
confidently to the presidency. In both 
rounds in 1994 he was close behind Mr 
Samper. Today the state of the nation and 
Mr Samper’s lack of popularity are ex- 
pected to give him the edge—for all Mr 
Serpa’s unexpected first-round success—in 
the second round. And this time, let's hope, 
there will be no drugs money to bolster the 
Liberal campaign. 

Much depends on the 2.8m voters who 
backed Ms Sanin. She indicated this week 
that she herself would indeed vote, and 
would at some point make her choice pub- 
lic. If she does, she could sway many of her 
backers. If not, commentators expect Mr 
Pastrana—who has the backing of the re- 
spected former prosecutor-general, Alfonso 
Valdivieso—to do well among them. 

Ms Sanin herself, though not versed in 
electoral politics, is no innocent in govern- 
ment. A Conservative by background, she 
has held high posts under several presi- 
dents, notably as foreign minister for the 
(Liberal) President Cesar Gaviria in 1991- 
94. Cynics fear that a good job offer in the 
new administration would be enough to 
secure her backing. But her first post-elec- 
tion interview showed a strong commit- 
ment to open and accountable govern- 
ment. Backers say she will trade her support 
only fora similar commitment. 

Certainly she captured the mood of the 
electorate, motivating Colombians—a rare 
feat indeed—to express their discontent at 
the polls. Already billboards in Bogota are 
urging them, having done that once, not to 
stay at home for the second ballot. The 
poster, in striking black and yellow, depicts 
a lavatory, presumably blocked, below 
which is written “the country”. Next to it is 
a plunger, captioned “your vote”. Ms Sanin 
may wish more had taken its advice sooner. 
But she can still use her now significant in- 
fluence to help get the system, at long last, 
in something like working order. 





Ecuador 
Bucaram Il? 


QUITO 


IXTEEN months ago, Ecuadoreans de- 
posed President Abdala Bucaram as cor- 
rupt and incompetent. On Sunday they 
voted for a new president—and sent to join 
the mayor of Quito, Jamil Mahuad, in a 
run-offon July 12th, none otherthan Alvaro 
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Indians, oil and the Internet 


BOGOTA 


T IS not easy being Occidental Petro- 
leum and operating in eastern Co- 
lombia. Guerrillas blow up your main 
pipeline. If the troops guarding your in- 
| stallations do so in the usual ferocious 
Colombian style, human-rights activists 
| hold you morally responsible. And then 
add the U'wa Amerindians: 5,000 of 
them threatening for years (and all over 
the Internet) to commit mass suicide 
| over your plans to explore their tribal 
lands. No wonder Oxy has concluded 
that the U'wa are one trouble too many: 
its plans, long pigeon-holed, are dead. 
| Oxy, once the vehicle of the tycoon 
| Armand Hammer, got a permit to ex- 
plore the Samore field, 20% of it lying be- 
neath the U'wa reservation, in early 1995. 
TheU'wa promptly fired off their suicide 
threat. They say their ancestors carried 
out such a threat in the conquistadors' 
days. How that left any U'wa to repeat it 
is not clear, but so be it. They believe—it 
seems—that their lands are the heart of 
Mother Earth, and oil her blood. Its ex- 
| traction would kill their culture, they 
| said; they would sooner kill themselves. 
| They also went to court. Colombia's 
| constitution gives indigenous groups à 
right to be consulted about such projects, 
| and in late 1995 one court ruled that the 
tribe's rights had been infringed. The Su- 
| preme Court disagreed. Enter the Con- 
stitutional Court. In early 1997 it ruled 
| for the U'wa. Their allies—not least Amer- 
icans, ever keen for justice elsewhere— 
hailed a rare victory for small ethnic 
groups. Too soon: Colombia’s Council of 
State, whose business is administrative 
. law, declared there had indeed been con- 
| sultation; Oxy could go ahead. 
Enter the Organisation of American 
States. The government had asked it to 
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COLOMBIA 
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find a compromise acceptable to both 
sides. No luck: working with experts 
from Harvard, an OAs team last Septem- 
ber recommended that Oxy should “im- 
mediately and unconditionally" sus- 
pend all activities in the Samore field. 

The company had long argued that 
the real root of the Indians’ complaint 
was guerrilla intimidation. But now it 
took a softer line. It would explore the 
rest of Samore, it said, but it would not 
enter the Indians’ territory without their 
consent. Not enough, said the U'wa, wav- 
ing the oas report, which did indeed 
point out that activity around their res- 
ervation would affect life within it. 

Oxy had reason to persist. Colom- 
bia's oil potential is vast: already it pro- 
duces 750,000 barrels a day. But ELN 
guerrillas blow up the Cano Limon pipe- 
line from existing eastern wells several 
times a month, spilling crude and slow- 
ing output—indeed halting it entirely 
once last year. With oil prices in the 
dumps and cyber-protest hurtling round 
the Net, Oxy has had enough. It is dis- 
cussing a new contract with the govern- 
ment. If the result, as it may, excludes all 
U'wa land, fine, says Oxy, let it. 











Noboa, a close ally of Mr Bucaram. 

Mr Noboa, heir to a banana fortune, 
campaigned lavishly. Polls gave him 10% in 
March; on Sunday, incomplete results gave 
him 27%, against Mr Mahuad's 35%. He is 
from the coast, and took over 40% there, 
thanks partly to the 20,000 or so voters left 
homeless by El Nino: with official atten- 
tion scarce, they were happy to show their 
appreciation of the direct help they had re- 
ceived from him and his doctor wife. 

Mr Noboa portrays himself as an inde- 
pendent, a businessman in politics. But he 
is backed by an alliance of populist parties 
led by Mr Bucaram’s Roldosist Party, strong 
in the coastal provinces. The fearful re- 
member that in 1996 Mr Bucaram was be- 
hind the Social Christian leader, Jaime 
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Nebot, in the first round but still won the 
second—and this year the Social Christians, 
the Roldosists’ chief rivals on the coast, 
have no candidate. Mr Noboa’s pockets are 
very deep. Could it be back to the ways of el 
Loco, the nutcase, as Mr Bucaram was 
happy to be known? 

In fact, probably not. Mr Mahuad's 
cool, technocratic campaign brought him 
criticism as Mr Noboa soared in the polls. 
This week he claimed success for “a clean 
campaign of proposals, without insults 
and attacks on other candidates"—Mr No- 
boa made up for any lack of those—“and 
that is the strategy for the second round." 

Nor is the Bucaram era forgotten. In the 
highlands, Mr Noboa won only 10-15% of 
the vote. Mr Mahuad, despite his highland 


origins, took over 30% on the coast. In 1996, 
many parties and voters regrouped round 
Mr Bucaram for the second ballot. Now 
they are rallying round Mr Mahuad. Mr 
Nebot, though not so far his party, has en- 
dorsed him. Rodrigo Borja, who took 16% of 
Sunday's vote, has called on his Democratic 
Left party to do so. "This alternative is far 
from our ideology and programme," he 
said, "but it does not represent a political 
tool for Bucaramist populism." 

And suppose Mr Noboa does win? He 
has no programme, no economic team, say 
critics. Yet he also lacks something else: he 
is not Mr Bucaram (now in Argentina, 
evading corruption charges). He is keen to 
attract foreign investment. He sees private 
capital as the only option for long-delayed 
projects—hydro-electricity, oil pipelines, 
new roads and the rebuilding of those 
washed away by El Nino. Foreigners would 
not rush in, waiting—“six months", sug- 
gests a director at Quito's chamber of com- 
merce—to see what role Mr Bucaram might 
play in a Noboa government and whether 
the government would last. But straight 
back to lunacy? Again, probably not. 





Caught 


LA PAZ 


ORRUPTION has infected Bolivia's in- 
stitutions so badly for so long that 
chasing offenders seems to serve little pur- 
pose: their replacements will only bring 
more of the same, shrugs a disenchanted 
public. But now a scandal has erupted that 
threatens certain government ministers, 
past and present, and many others. 

The previous president's solution was 
to cut back government by privatisation. 
President Hugo Banzer, who took office last 
August, has committed his government to 
the fight. It is continuing to wind up the 
corrupt and largely insolvent pension 
funds. But it has far to go. A modest exam- 
ple: an ex-mayor, Gaby Candia, has been 
accused of buying land for La Paz at an 
overpriced $1.6m, some of which ended in 
her own pocket. The latest affair, however, 
is far bigger: the theft of perhaps $15m from 
FOCSSAP, a pension fund for public-sector 
workers who are supposedly low-paid. 

The fund's director, Dante Benito Esco- 
bar Plata, fled Bolivia some months ago af- 
ter his lawyer told the media she did not 
believe he was innocent. Traced with Inter- 
pol's help to the Argentine seaside resort of 
Mar del Plata, he was at last arrested on 
May 14th. How he was allowed to get out of 
Bolivia in the first place remains a mystery. 

The theft of the money was exposed 
when someone "very close" to Mr Escobar 
took copies ofthe fund's bank statements to 
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Mumias Sugar A E Limited M as pait of GOK's epuvatisdtion 
.| programme. The privatisation of MSC will be effected by a rights issue of new 
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Mumias Sugar Company Privatisation Committee, 3rd Floor, 
Royal Ngao House, Hospital Road P O Box 57092, :NAIROBI, Kenya 


ie MSPC reserves the right to extend the deadline for submission of letters of interest and 
ect any letter of interest without stating the reasons for doing 3o, or cancel this invitation. 
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THE AMERICAS 


the official anti-corruption agency. At first 
it was physically unable to investigate: he 
had moved 50 trade-union families into 
the fund's offices to prevent just that. Audi- 
tors of the fund later uncovered a trail of 
forged payroll documents, phoney land 
purchases and cheques paid to Mr Escobar, 
his family and others. 

The late government's minister for pen- 
sions, Alfonso Pena Rueda, is one of 18 peo- 
ple now in detention. The current defence 
minister, Fernando Kieffer, is also in trou- 
ble. He took a $25,000 cheque from Mr Es- 
cobar for his Accion Democratica Nacion- 
alista party at last years elections, and 
made Mr Escobar his congressional “un- 
derstudy"—a post, entitling the holder to at- 
tend the chamber and vote in the member's 
absence, that offers wide opportunities for 
access, influence and money-making. 

The case has embroiled banks, parties, 
politicians, trade-unionists and civil ser- 
vants in a web of revelations that grows al- 
most daily. Mr Escobar's ability to curry fa- 
vour in high places—of all political hues— 
seems to have protected him until now 
from a whole series of complaints about 
the misuse of pension-fund accounts. In 
the end, police traced him through tele- 
phone calls that he made to his son, study- 
ing in Canada; his actual address came 
from an estate agent who organised his fre- 
quent changes thereof. Recognising him 
was not so easy: he had shaved off his beard 
and undergone plastic surgery. But the Ar- 
gentine policeman who arrested him said 
that his Bolivian accent, overheard during 
a telephone conversation, gave him away. 

While extradition proceedings to bring 
him back to Bolivia grind slowly forward, 
Mr Escobar claims that he fears for his life. 
Certainly there are plenty of people in La 
Paz who could be embarrassed were he ever 
to give evidence in court. 


Escobar, friend of the constitution 
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Canada 


The battle 
for the right 


OTTAWA 


HE slogan "Unite the Right" has been a 

rallying call, if largely a hollow one, in 
Canadian federal politics since 1993, when 
the Liberals, after nine years of rule by the 
Progressive Conservatives, swept back to 
power. The triumph of Jean Chrétien and 
his party, and their more modest victory in 
1997, seemed to prove that, while two par- 
tieson the right—the Conservatives and the 
Reform Party—attracted about equal num- 
bers of votes, the Liberals were there to stay. 

True, Reform's strength was in the west, 
the Conservatives' in the east. But where the 
two right-wing parties clashed on roughly 
equal terms, as in Ontario, the electoral 
heartland, they merely handed the Liberals, 
even in 1997, an almost clean sweep. So 
what were they to do? Fight each other to 
the death? Make an electoral alliance? 
Merge? The Reform leader, Preston Man- 
ning, managed to persuade his party, at its 
two-yearly conference at the end of May, to 
try yet another approach. 

Mr Manning calls it the “united alter- 
native" initiative. The Conservatives, limp- 
ing along under an interim leader since 
Jean Charest changed flag to lead the anti- 
separatist provincial Liberal Party in Que- 
bec, suspect this is just a grand name for a 
takeover bid. Yet the arithmetical argu- 
ments for uniting are compelling. 

In 1993 the Conservatives were reduced 
to 16% of the total vote and just two seats. In 
contrast, the Reform Party, originally an Al- 
berta-based protest movement pledged to 
self-destruct in 2000, swept much of the 
west, taking 52 seats with 18% of the na- 
tional vote. Last June Reform went further 
ahead, taking 60 seats, with 19%. The Con- 
servatives took almost as many votes, but, 
their support being more evenly dispersed, 
only 20, mostly eastern, seats. In Ontario 
the two cut each other's throats, leaving the 
Liberals 101 of its 103 seats. Yet in 29 of 
those seats the combined right-of-centre 
vote exceeded that of the Liberal winner; 
had the right fought as one, the Liberals, 
whose 38% of the national vote gave them a 
small overall majority in Parliament, 
would instead have fallen far short of that. 
It was in London, Ontario, to underline the 
strategic importance of the province, that 
the Reform Party met last week. 

Yet until Mr Manning at his evangelical 
best made his pitch, many delegates com- 
plained that his “united alternative" could 
spell the end of their populist movement 
and its pride in grassroots democracy, not 
to mention family values. Already their 
leader had dented Reform's stand against 





big government, when, talking recently of 
Canada's hepatitis-c scandal, he proposed 
compensation for all the victims—at a cost 
to taxpayers of several billion dollars more 
than Mr Chrétien proposes. 

And just what is Mr Manning's alterna- 
tive? He did not even sketch an outline, ex- 
cept to propose an assembly in early 1999 
gathering all acceptable sorts of anti-Liber- 
als (even "soft" Quebec separatists, but no 
feminists or gays). But he promised the re- 
sult would not compromise Reform princi- 
ples nor break the party, and left delegates 
believing Reform would control its direc- 
tion. They voted overwhelmingly to let him 
organise the assembly, postponed the date 
of Reform's self-immolation to 2007 and 


Divide and rule 


Canada's 1997 election results 
% of: 


[.]vote seats 


10 20 


* 





gave Mr Manning a strong vote of confi- 
dence in his leadership. 

The Conservatives meanwhile are busy 
with their own affairs. They plan to elect a 
new leader under a novel system that gives 
all Canada's 301 constituencies equal 
weight and plays down the fun and games 
of a big convention. The choice is likely to 
lie between Joe Clark, a former party leader 
and, briefly, prime minister, and a new 
face, a 47-year-old political commentator 
and backroom strategist—though never a 
member of Parliament—Hugh Segal. 

Mr Clark, an Albertan of 59, may find it 
hard to make a comeback. His nine months 
leading a minority government in 1979-80 
were unimpressive, though he did well in 
long years later (1984-91) as Brian Mulro- 
ney's foreign minister. MrSegal is position- 
ing himself slightly to Mr Clark's right as a 
fiscal conservative and an advocate of de- 
centralising more power to the provinces. 
He remains scornful of Reform's hopes of 
eastward advance, given that party's insis- 
tence, oft-repeated at its London confer- 
ence, on equality of citizenship—transla- 
tion, no special status for Quebec. He has 
an advantage in being from Ontario, and is 
backed by Conservative leaders there. 

Both men are expected to declare their 
candidacy in mid-June. Mr Segal has al- 
ready addressed 40 meetings in nine prov- 
inces, although the vote is not until October 
24th. Whether the winner will even go to 
Mr Manning's jamboree next year, or what 
he would say there, is anyone's guess. 
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White South Africa 


on the wing 


JOHANNESBURG 


The emigration of skilled South Africans is hobbling the economy. A way to 
staunch the outflow would be to tackle the crime that drives whites out 


HE remarkable thing about “Planet 

Perth”, a comedy about rich white 
South Africans emigrating to Australia, is 
that the playwright, Paul Slabolepzy, never 
explains why his characters want to leave 
their homeland. The all-white audience in 
the posh Johannesburg suburb where the 
play is being performed does not need it 
spelled out. The falling rand and job-prefer- 
ment for blacks are said to be minor annoy- 
ances compared with crime. A recent sur- 
vey by rsA/Contact, a market-research 
group, revealed that 96% of South African 
emigrants cited fear of criminal violence as 
a reason for packing their bags. They are 
fleeing, they say, because they want to live 
somewhere where speeding through red 
lights at night is not safer than stopping. 

When the African National Congress 
was elected in 1994, President Nelson Man- 
dela promised a new South Africa where all 
citizens could feel at home, regardless of 
colour. Whites who hoarded candles, guns 
and tinned beans for fear that revolution- 
ary bands would soon be stomping on 
their flowerbeds were pleasantly surprised 
by the peaceful transition to majority rule. 
But though anti-white political violence 
never really materialised, the end of racial 
segregation made it easier for poor blacks 
to wander into rich white areas—and too 
often to rob them. 

This is thought to be the main reason 
why every middle-class South African has 
friends who have left. Removal firms are 
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doing a cracking trade holding seminars 
teaching emigration skills: Stuttafords, one 
of the more expensive shippers, advises 
people to leave their ivory trinkets and fire- 
arms behind, as they may cause trouble at 
customs. According to the Central Statisti- 
cal Service (Css) in Pretoria, nearly 39,000 
South Africans emigrated between 1994 
and 1997. The true total is certainly higher. 
Would-be emigrants have strong incen- 
tives not to declare their plans. They may 
wish to avoid the pile of paperwork that 
formal emigration entails; they may owe 
the taxman arrears; they may wish to keep 
their options open by hanging on to their 
South African passports. So, whereas the 
css recorded 5,514 South Africans emigrat- 
ing to Australia between 1994 and 1997, the 
Australian authorities counted 9,092. A 
survey by South Africa’s Institute of Race 
Relations found similar disparities in other 
countries, such as Canada and America. 
Since most emigrants are white, some 
less thoughtful South Africans bid them 
good riddance, imagining that every de- 
parting Caucasian leaves a vacancy for a 
formerly oppressed black. But the govern- 
ment sees the haemorrhage of talent as 
hurting the economy. South Africa proba- 
bly receives more people than it loses, but 
most of its immigrants are undocumented, 
unskilled paupers from neighbouring Afri- 
can countries. Almost all emigrants, by con- 
trast, are managers, technicians or profes- 
sionals and their families. The unskilled 


cannot afford the air fares to Adelaide or 
Toronto, and would not be allowed in even 
if they could. 

South Africa, having long deprived 
most of its population of a proper educa- 
tion, can ill afford to lose the few it did al- 
low to attend university. And it is often the 
brightest who leave. Canada welcomes mil- 
lionaire entrepreneurs, American hospitals 
offer vast packages to good doctors, and 
Australia runs a points system to separate 
the more productive visa applicants from 
the less so. According to rsA/Contact, 1196 of 
the top managers and 6% of the middle 
managers who resigned last year did so in 
order to emigrate. 

Since South African bosses tend to be 
responsible for large numbers of staff (even 
electricians have assistants to pass them 
their screwdrivers and maids to iron their 
socks), each lost brain swells the unemploy- 
ment rate, already a terrifying 3096 or so. 
The Black Management Forum estimated 
in 1996 that an extra 300,000-400,000 
managers were needed to supervise South 
Africa's 10m workers. Among the 46 econo- 
mies surveyed in the "World Competitive- 
ness Yearbook 1998", produced by the In- 
ternational Institute for Management 
Development, South Africa was rated the 
most difficult place to recruit skilled la- 
bour. South Africans were said to be the 
most pessimistic about their education sys- 
tem, the most worried about the shortage of 
engineers, and the most concerned about 
the prospect of a continuing brain drain. 

What to do? Given South Africa's his- 
tory, abandoning job-preferment will not 
be an option for many years. Mr Mandela's 
regular pleas for whites to remain, and co- 
ercive policies, such as a proposal by the 
health minister, Nkosazana Zuma, that 
doctors should have to repay the govern- 
ment for their medical training if they 
refuse to work in South Africa, may stem 
the tide a little. A more permanent solution 
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would be to cut violent crime. 

That will not be easy. Alongside Brazil, 
South Africa has the world’s widest gap be- 
tween rich and poor, meaning that there is 
a lot of stuff to steal and a lot of people for 
whom stealing is the most lucrative career 
option. Automatic weapons, cast-offs from 
regional civil wars, are cheap and plentiful. 
The country is not underpoliced: it has 50% 
more policemen per person than Britain. 
But South Africa’s police are often flum- 
moxed: since their main job, under apart- 
heid, was to control the movement of 
blacks, their detective skills are limited— 
and it is no longer acceptable to beat con- 
fessions out of suspects. Few criminals are 
caught and convicted, and few potential 
gangsters are deterred. Mark Shaw of the In- 
stitute for Security Studies in Johannesburg 
argues that it will be years before crime be- 
gins to decline. 

Yet many emigrants find that abroad is 
not the paradise they imagined, Canada is 
cold; Britain is rainy; Australia has nicer 
weather, but can be a bit dull. Moving from 
a huge Johannesburg villa with a swim- 
ming pool and lemon trees in the garden 
intoa poky European flat that costs twice as 
much can be dispiriting. Then there is the 
difficulty of learning how to do for oneself 
chores that used to be done by others: wash- 
ing the dishes, putting petrol in the car, and 
so on. A young South African journalist 
who recently moved to London started suf- 
fering from rashes on his hands. English 
doctors were baffled. A medic used to deal- 
ing with South African expatriates soon di- 
agnosed the cause. He had never handled 
detergent before, and was allergic. 





African Development Bank 


The bank that 
likes to say no 


ABIDJAN 


FTER years in crisis, its resources squan- 
dered by bad loans, incompetence 
and corruption, the African Development 
Bank (ADB) is being revived. It is now the 
continents pivotal instrument for the 
eradication of poverty and promotion of 
growth. That, at any rate, was the optimistic 
assessment by the bank's management last 
week after an unusually decisive meeting of 
the ADB's 53 African members and 24 non- 
African partners in Abidjan, Côte d'Ivoire's 
commercial capital. It would be nice if it 
were true. 

The need for a dynamic development 
bank in Africa is beyond doubt. Nearly half 
the continents 760m people are “pro- 
foundly poor", surviving, it is said by the 
ADB, on less than $1 a day. Despite encour- 
aging signs in some parts of the continent, 
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Bit of a credit risk, really 


average real GDP growth fell in 1997 to 3.7% 
from 5% the previous year. Africa's recovery 
is still fragile and as vulnerable as ever to 
commodity prices and bad weather. Glo- 
balisation of world trade, suggested speak- 
ers at the Abidjan meeting, could push the 
continent's economy further towards the 
margins. According to the World Bank, Af- 
rica attracted just 1.5% of the world's foreign 
direct investment in 1996. The biggest re- 
cipient, getting 32% of the total, was Nige- 
ria, which, apart from having a lot of oil, is 
not reforming its economy in the way that 
the World Bank says is essential for attract- 
ing foreign investment. 

The ADB set about restoring its credibil- 
ity in 1995. That was fine, except that its 
credit policy is now so strict that 39 of its 
own members are not allowed to borrow. 
Last year, lending was restricted to Africa's 
less impoverished countries, such as Tuni- 
sia, Morocco and South Africa, and even 
then only eight public-sector loans were 
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EK tee Lee agreed on. But last week’s agreement 


to increase the voting power of the 
bank’s non-African members will 
unlock new money, most of it from 
non-African donors. The bank’s cap- 
ital, says the president, Omar Kab- 
baj, will be increased by 35% to $30 
billion. At the same time, negotia- 
tions are starting on ways to replen- 
ish the African Development Fund 
(ADF), the ADB's soft-loan arm, which 
provides money for some of the con- 
tinent’s poorest countries. 

The Apr is financed and con- 
trolled by non-African members. 
That does not please some of the Af- 
rican members. Liberias finance 
minister, Elie Saleeby, complains: 
"The ADB has failed us, leaving other 
institutions to come to our aid. 
While we all recognise the need for 
institutional viability, we must not 
only be content with financial ratios, 
but also with poverty and human- 
suffering ratios" His sentiments 
were echoed by a powerful coalition 
of members, including Nigeria, 
Egypt and South Africa, which ar- 
gued that the bank was putting com- 
mercial imperatives before develop- 
ment priorities. 

"We trade on our African identity, as an 
institution close to Africa's problems,” 
grumbles a member of the increasingly dis- 
illusioned workforce at the ADB, “but all we 
do is repeat what the World Bank has done, 
with fewer resources and less efficiency. We 
should take the lead, if only in ideas and 
commitment.” With much of the politick- 
ing associated with the ADB in recent years 
dying down, this could be its best hope. The 
bank is already airing initiatives, such as 
small credit schemes for women, designed 
to help the rural poor. 





Iran 


Win or die 


TEHRAN 


PORTSMANSHIP be damned. When 

Iran's footballers meet America's in Ly- 
ons on June 21st, Iranians will judge the re- 
sult in the context of their 19-year war 
against the "Great Satan". Never has the 
line between sport and politics been finer. 

The last big (sporting) clash between the 
two ended in acrimony at the Atlanta 
Olympics two years ago, when an Ameri- 
can wrestler beat his Iranian rival to a gold 
medal. Unfair, protested Iran's newspa- 
pers—the judgment had been controver- 
sial—and went on to say that "criminal" 
America was unworthy of playing host to 
such games. And football, take note, is an 
even greater passion than wrestling. Mil- 
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Shareholder Information January to March 1998 


Mannesmann: continued 
improvement in results, 
good earnings outlook 


8 All Group sectors contribute 
to increase in earnings 


8 Orders received and sales up 
significantly 


8 Telecommunications continues 
strong expansion 


Mannesmann got off to a good start in 1998 
with strong growth and improved results. 
Orders received (+12%) and sales (2696) 
were up significantly against the previous year. 
The result from ordinary activities was above 
that of a year ago thanks to the favourable 
development of the market and the successes 
achieved in the marketplace. The strictly value- 
oriented structural improvements also had a 
positive effect. All sectors contributed to the 
increase. Based on the present situation, 
Mannesmann also anticipates 
higher earnings for the full 
year 1998. At approx. 
128,900, the number of 
employees at the end of 








Group jan —March 

performance 1998 

Orders 

received DMm 11,127 

External sales DMm 9,969 
Domestic business DMm 4,691 
Foreign business DMm 5,278 


Employees (31.03.) 128,945 


March was up by 896 due, above all, to the in- 
clusion of Philips Car Systems (now VDO Car 
Communication) and to the continued expansion 
of Telecommunications. 


Order intake increased by 12%, 

sales by 26% 

At DM 11.1 bn, orders received by Mannesmann 
in the first quarter exceeded those of the same 
period last year by 1296. Above-average growth 
was achieved by Automotive and Telecommuni- 


cations. Serial business in Engineering also report- 


ed marked growth. 


Thanks to the efforts of all sectors, sales rose 
by 26% to DM 10 bn with sizable increases 
across the board, The development in Engineer 
ing, Automotive and Telecommunications was 
especially good. Half of the growth in Germany 
was derived from Telecommunications. Abroad 
Mannesmann achieved a gain in sales of 21% 


Telecommunications continued its dynamic de- 
velopment with sales climbing 3996 to DM 2 bn. 
Mannesmann Mobilfunk posted a gain of 34%. 
At the end of March, the company had over 

4 million subscribers. 


Mannesmann Arcor achieved a highly successful 
start in telephone services for private customers. 
This segment accounted for about half the 67% 
growth in sales posted in the first quarter of the 
year. By March, Arcor was already handling more 
than 5 million minutes of call time per working 
day. 


Mannesmann Arcor will be installing these 
multi-functional phone booths at airports 
and railway stations in Germany this year 


Jan.-March Change 
1997 abs 9b 

9,926 1,201 12 
7,936 2,033 26 
3,564 1,127 32 

4 372 906 21 


119,915 9,030 8 


mannesmann 


engineering 
automotive 


telecommunications 


tubes & trading 


Our investments in Italy and France were also 
very successful. In March the number of 
Omnitel subscribers passed the three million 


mark. At SFR, Cegetel's mobile telephone com- 


pany, the number of subscribers was increased 
by about 350,000 in the first quarter of 1998 
to over 2.5 million. 


We will be happy to send you our Share- 
holders' Letter with the report on the first 
quarter 1998 and the Annual Report on the 
financial year 1997 on request 


Mannesmann - 
working for your future 


Mannesmann Aktiengeselischaft 
Presse und Information 

Postfach 10 36 41 

D-40027 Düsseldorf 

Fax (+49/2 11) 8 20 18 46 
http;//www.mannesmann.com 
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lions of people poured on 
to the streets in a spontane- 
ous party when Iran 
reached the World Cup 
finals earlier this year. 

Yet the contest may not 
turn out to be so gladiato- 
rial. It could even have good 
results. Officially, Iran plays 
down the political angle. 
“We will not pay attention 
to politics. We will try to 
win, or at least play well,” 
was the prune-faced decree of the head of 
the football federation. And the footballers 
themselves go further. Although Iranian of- 
ficials are under instruction not even to 
shake the hands of Americans they meet at 
international forums, the players say they 
will exchange shirts with the Americans af- 
ter the match, regardless of the result. 

Iranian hardliners are concerned—and 





rightly. They remember the 
thunderous applause that 
came from the audience 
when American and Ira- 
nian wrestlers hugged each 
other after a friendly match 
in Tehran in February. Jom- 
huri Islami, a conservative 
newspaper, sees the whole 
business as a dangerous 
ploy: "The Americans used 
sports to normalise rela- 
tions with China and they 
are using the same tactic with Iran." Nor is 
itonly sport that worries them. The Iranian 
government has, in the past few weeks, 
been secretly playing host to quite a few 
American scholars and businessmen, in- 
cluding Rupert Murdoch. Could the “crack 
in the wall of mistrust", which President 
Muhammad Khatami recently called for, 
really be beginning to open? 





Kuwait 


Royal, unchanging faces 


KUWAIT 


Not even the brutal jolt of Iraqi occupation has shaken Kuwait out of its 


procrastinating ways 


ITH ceremony, on June ist, Sheikh 

Saad al-Sabah, Kuwaits crown 
prince and prime minister, promised to 
carry out long-awaited reforms. Kuwaitis 
felt they had been there before. In 1991, after 
the Iraqi occupying force had been thrown 
out of their country, their princely rulers 
had reluctantly agreed, under American 
pressure, to turn over a new leaf. No more 
procrastination, they said: democracy 
would be restored, the economy would be 
liberalised, and migrant labourers would 
never again be allowed to outnumber Ku- 
waitis in their own country. Seven years on, 
the limited democracy reintroduced after 
the Gulf war is being undermined by petty 
squabbling, economic reform still exists 
only on paper, and foreigners once again 
make up two-thirds of the population. 

Kuwait needs a more radical shake-up 
if it is to cope with plummeting oil reve- 
nues and a growing welfare bill. Oil sales 
account for 82% of government income, ex- 
cluding the undisclosed amount the gov- 
ernment gets from its foreign investments 
(which used to be estimated at $100 billion 
but may have been halved by money spent 
during and after the Gulf war). The recent 
30% fall in world oil prices has wreaked 
havoc with Kuwait's finances: the 1998-99 
budget shows a $5 billion deficit. 

Kuwaitis, whose GDP per head is reck- 
oned to be about $17,500, are more accus- 
tomed to receiving than giving. Nine- 
tenths of government revenues are doled 
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out as wages and subsidies. Electricity and 
local telephone calls, for example, are free: 
residents spend 5m minutes chatting to 
each other on the phone every day. Kuwaiti 
citizens—760,000 of them, growing at a 
rate of 3.6% a year—expect cushy govern- 
ment jobs the moment they finish their 
studies. Until now they have usually got 
them, but newspapers have begun to carry 
stories of college graduates unable to find 
work. Speedy economic liberalisation to 
create private-sector jobs, plus a serious ef- 
fort to eliminate waste in the welfare sys- 
tem, seem essential. But, for all its talk, the 
regime has little stomach for change. 

The shock of Iraq’s savage invasion (and 
an earlier assassination attempt) appear to 
have incapacitated Sheikh Jaber al-Sabah, 









Shock for the sheikhs 
Kuwait budget, $bn* 


— Z 14 


TEES 
MZ 13 
12 
11 
Revenue 

(excludes income from 10 

foreign investments) 
9 


8 
* 
1994 95 96 97t 98: 





RRRA EEE EE TS C OTOR EOE erm een 
INTERNATIONAL "C Tr ANNI TUNE 


the emir since 1977. He once cut a vigorous, 
enlightened figure, but he now leaves the 
day-to-day running of affairs to his cousin, 
the crown prince. But Sheikh Saad is him- 
self in poor health, spending seven months 
outside Kuwait last year for colon surgery. 
Even when he is at his desk, he is chroni- 
cally indecisive. Also, though unelected, he 
dislikes taking steps that might dent his 
popularity. Last month, for instance, he re- 
versed à seemingly straightforward deci- 
sion to evict illegal builders from govern- 
ment land. 

Making matters worse, the few deci- 
sions he does take tend to be swayed by pal- 
ace intrigue. The third man in the royal hi- 
erarchy, Sheikh Sabah al-Sabah, deputy 
prime minister and foreign minister, 
comes from a rival branch of the family, 
and Sheikh Saad is reluctant to cede him 
much power. When a committee headed by 
Sheikh Sabah recently approved an ur- 
gently needed cut in the oil subsidy, Sheikh 
Saad said no. In mid-May, the crown 
prince received Sheikh Ahmed Yassin, the 
spiritual leader of Hamas, the Palestinian 
Islamist opposition, partly to undermine 
Sheikh Sabah's policy of bringing about a 
long overdue reconciliation with Yasser 
Arafat and his Palestinian Authority. 

If Kuwait's parliament were brighter, it 
might take advantage of this power struggle 
in the royal family to assert its own author- 
ity. But most of the members of parliament 
are government cronies, chosen by an elec- 
torate restricted to certain male Kuwaitis 
over 21 (about a seventh of all citizens). For- 
mal parties are forbidden. The tiny size of 
the constituencies (most candidates win 
with around 3,000 votes) ensures that the 
parliamentary agenda gravitates towards 
petty local issues. And many of those MPs 
who do have an ideological bent are Islam- 
ists who frown at social reform. They spent 
most of the past session hounding a minis- 
ter who had allowed some supposedly un- 
Islamic books to appear at a book fair, and 
also squashed a bill that dared to suggest 
that women should vote. 

Debates are often cancelled for lack of a 
quorum. Meanwhile, bills on privatisation, 
foreign investment and trade liberalisa- 
tion are passed endlessly back and forth be- 
tween the government, parliament and a 
plethora of committees, 

For a few years, Kuwait can muddle on 
comfortably with growing deficits and 
shrinking assets. Maybe the government 
will get round to embracing reform only 
when it has dug even deeper into its foreign 
investments. But Sheikh Sabah has voiced a 
grimmer, perhaps over-dramatic, thought. 
On May 23rd, he said that unless Kuwait 
pressed on with reforms, public displea- 
sure with an unaccountable government 
and growing economic difficulties could 
bring on a case of "Indonesia syndrome". 
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Can Russia fight back? 


MOSCOW 


Russia's latest financial crisis is far from over. But there is a chance that its new 
government may show its mettle—and calm the markets down 


HE country is still on the brink. If mar- 

kets and foreign investors fail to win 
back confidence and if financial institu- 
tions such as the IMF turn their backs, the 
economy could carry on crumbling. The 
rouble could yet be devalued, the budget 
deficit could widen, inflation could take off 
again, living standards could fall even fur- 
ther, and Russia's recovery could be set 
back, once again, by several years. That, in 
turn, could spell doom for Russian reform- 
ers at the general election due at the end of 
next year—and in the presidential contest 
two years from now. 

But it may not come to that. Though 
Russian shares had fallen by over 50% since 
the start of the year, this week the markets 
rallied after a new government, backed by a 
more animated if still unpredictable presi- 
dent, Boris Yeltsin, had put forward a new 
bundle of plans and promises. By mid- 
week, share prices had clambered back by 
more than 20%. Sergei Kiriyenko, the young 
technocrat from the provinces who was 
shoved into the top job only two months 
ago, seemed to have won a deserved breath- 
ing-space. If the immediate financial ruc- 
tions die down, he may even be able to 
point the country once again towards 
recovery. 

Mr Yeltsin, despite his usual penchant 
for blaming his ministers while distancing 
himself from policies that he had previ- 
ously seemed to endorse, for a change 
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backed his prime ministerial appointee 
wholeheartedly. Another hopeful sign was 
that the small group of tycoons known as 
"the oligarchs" appeared to come to heel af- 
ter Mr Yeltsin, on June 2nd, called them 
into the Kremlin and persuaded them to 
settle their feuds by declaring a truce. Some 
of them had been deliberately trying to un- 
dermine the government, hoping to push 
the rouble down and make a killing by sell- 
ing oil and other commodities for dollars. 

Reformers drew particular hope from 
signs that Boris Berezovsky, perhaps the 
biggest of the oligarchs and the one who 
had been happiest to keep government and 
currency on edge so long as his own tentac- 
ular dealings were unhurt, may—at least for 
the moment—have been weakened. He was 
noticeably absent from the Kremlin pow- 
wow. And he suffered a blow this week 
when he saw the government kick two of 
his men off the board of Rosneft, the last of 
Russia's huge oil companies still unpriv- 
atised. A week earlier the much-heralded 
sale of Rosneft had been called off. 

In all, Mr Kiriyenko now finds himself 
much better placed to win support for the 
package of spending cuts and corporate tax 
rises that had been put aside as "politically 
impossible" earlier this year. Under the 
plan, endorsed by the IMF, revenue should 
go up 3%, spending should drop by 15%, 
200,000 jobs in the state sector will go, tax 
breaks to compensate oil companies for the 


fall in world prices will be rescinded, and 
pensions will no longer be indexed so 
strictly to rise with inflation. "The govern- 
ment is doing exactly what it had to,” said 
an unusually approving Mr Yeltsin. 

For sure, the president has sacked a few 
other bigwigs—his usual response to disas- 
ter. But this time he may have got the right 
men. Out went the well-meaning but inef- 
fective young liberal who had the admit- 
tedly wretched job of trying to get Russians, 
and their companies, to pay taxes. In came 
Boris Fedorov, a former finance minister 
and one of Russia's toughest and most 
buoyant reformers. Out also went the head 
of Russia's national oil-pipeline company, 
Transneft, whose finances have long been a 
seedy mystery. 

Still, the danger of currency collapse is 
not over. After raising interest rates to 15096 
to stop à run on the rouble, the central 
bank's head said that the tide had turned 
and that hard-currency reserves were being 
replenished. Yields on the shortest-term 
treasury bills, which had jumped to around 
130% at the height of the panic, fell back to a 
still high 50%. 

But with the central bank's reserves still 
at only $15 billion, markets remain nervy. 
Bankers continue to demand a package 
from abroad to steady the currency. It has 
been slow coming—and may not arrive at 
all. The Fund has freed a tranche of $670m 
under an existing loan agreement for $10 
billion over three years. It is reluctant to 
dole out more, partly because of criticism 
that it has been too kind to Asia's crisis-hit 
economies, partly as a ploy to force more 
serious promises of reform out of the Rus- 
sians as a condition for help. 

Russia, implied the mr, should work 
out its own problems. "This is not a crisis, 
not a major development," said the Fund's 
head, Michel Camdessus. President Bill 
Clinton made a vague promise of aid. Rus- 


51 


eet Sr 
wt) 





FETS d is = Se 


£ an ri ’ " r 
ER he ROBES.» - 


Py TP" E 
aliu p MAR aM D bg 


e 


ro ES 


e 


PA 


=e Dt as 


TERTON e -A 


KR 


Á 


p 


EUROPE 


LiL ere Bs. oll 


~*~ M 


sia will be high on the agenda when minis- 
ters from the G7 group of countries meet in 
Paris on June 9th. But, among this array of 
well-wishers, nothing so far has been sol- 
idly agreed to. 

Will Mr Kiriyenko's austerity plan, 
backed up with kind words but no new 
money from the West, be enough to ward 
off the demons of economic doom? Not, 
probably, if another unexpected shock hits 
the economy. And the outlook is mixed. 
Having failed to sell Rosneft last week (for 
lack of buyers), the government is hoping to 
raise over $1.6 billion when it tries to sell it 
again next month. And Mr Kiriyenko's 
friends insist that this time they will man- 
age to force big tax debtors—especially the 
country's vast utility companies and raw- 
materials producers—to pay up. Debt-rid- 
den oil companies, they now promise, will 
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be denied export permits until they do. 

But pushing through a tax reform and 
collecting the taxes already owed are tasks 
that have proved too big for all previous 
post-Soviet governments. Russia's lower 
house of parliament, the Duma, with its 
large minority of Communists and bloody- 
minded nationalists, will not readily grant 
approval to anything Mr Kiriyenko and his 
new team propose. The Russia-wide civil 
service and the powerful regional govern- 
ments are gearing up for battle too. 

Untried and lacking a popular base of 
his own, Mr Kiriyenko has nonetheless got 
together the most promising (and youthful) 
team of Russian reformers since commu- 
nism ended. For the moment, he has a help- 
ful president alongside. Can he, if the latest 
storm is weathered, surprise those who at 
first derided him? 





Germany 


Why Schróder is smirking 


BONN 


The ruling Christian Democrats may be showing signs of panic 


O LOOK at Gerhard Schroder, you 

might think he already had victory in 
the bag. The shriller the government's cam- 
paign language, the bigger the grin on the 
face of the Social Democrats’ challenger for 
the chancellorship in the election on Sep- 
tember 27th. 

At first glance this is odd. Though Mr 
Schroder is still well ahead of the incum- 
bent, Helmut Kohl, in opinion polls, he 
otherwise has little reason to gloat. His re- 
cent announcement of what amounts to a 
shadow cabinet, largely made up of famil- 
iar middle-aged faces, was a flop. The pub- 
lic yawned. Social Democratic hopefuls ex- 
cluded from the team are seething. 

Arguably more damagingly, the Social 
Democrats in the eastern state of Saxony- 
Anhalt, against the advice of party grandees 
in Bonn, have just formed a minority gov- 
ernment dependent on the ex-communists 
to stay in office. Naturally Mr Kohl's men 
are claiming that Mr Schroder, despite his 
repeated denials, would be ready to do just 
the same after the election. 

That is unlikely, because any move to 
make a Bundestag deal, formal or not, with 
the ex-communists would split the Social 
Democrats, at national level, down the 
middle. But at least, you might think, the 
successful defiance of the party leadership 
by the Saxony-Anhalters must have made 
Mr Schroder’s smirk a bit less broad. 

On the contrary. Mr Schroder shrugs off 
the affair as though it were a minor hiccup, 
promises he will stick to a “tough but 
friendly” campaign, and argues that the 
government is becoming abusive because 
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it is running scared. Is this just the public 
stance of a media star more rattled than he 
looks? Perhaps; but there are signs that the 
centre-right coalition is close to panic as it 
tries, in the words of one of Mr Kohl's off- 
cials, “to nail the jelly Schröder to the wall". 

For example, Mr Kohl has booted out 
his government spokesman, Peter Haus- 
mann, a friendly soul who proved ineffec- 
tive mainly because the chancellor rarely 
took him into his confidence, and replaced 
him with Otto Hauser, a tub-thumping 
Christian Democratic parliamentarian. 
But even Mr Hauser seems meekly intellec- 
tual compared with Mr Kohl's other new 
appointment, Hans-Hermann Tiedje, as 
his personal campaign adviser. 

Said (with mild exaggeration) to have 
less charm than a battle tank but more fire- 
power, Mr Tiedje is a former chief editor of 
the mass-circulation daily Bild. In a notori- 
ous commentary back in 1991, he virtually 
accused Mr Kohl of lying over the need for 
tax rises to finance German unity. But since 
Mr Tiedje knows like few others how to 
pick up the public’s latest whisper and send 
it booming back, the embattled chancellor 
has decided to make use of him. 

Both new appointments are part of a 
bid to give the Kohl camp a clearer profile 
to the right of the elusive Mr Schroder, who 
says he is speaking for an ill-defined “new 
centre”. It is hardly what a lot of moderate 
Christian Democrats, probably including 
Mr Kohl himself, would have wished. But 
they reckon their slippery opponent leaves 
them little alternative. So, while the Chris- 
tian Democrats roll out “red handshake” 
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Four months' grinning to go 


posters showing Social Democrats making 
common cause with communists, their Ba- 
varian allies, the Christian Social Union, 
are demanding tougher action to cut crime 
and immigration. 

All that, as it happens, plays into the 
hands of the other partner in Mr Kohl's alli- 
ance, the Free Democrats (liberals), who as 
usual are hovering close to the 5% mini- 
mum of the vote needed to win parliamen- 
tary seats. The more the conservatives ap- 
pear to swing right, the more the liberals 
can present themselves as an invaluable 
corrective in the coalition. 

That may well hoist the liberals above 
the 5% threshold in September. But their ar- 
rival would not necessarily ensure the sur- 
vival ofthe government coalition, though a 
stronger performance by the liberals may 
narrow the gap with the opposition. On 
balance, the most likely outcome is still a 
grand coalition of Social Democrats and 
Christian Democrats—a set-up in which Mr 
Kohl says he wants no part. 

Is that why Mr Schroder is beaming? He 
would surely prefer to be head of a broadly 
based government with Christian Demo- 
crats, in which hot-heads of left and right 
could be held in check, to a shaky alliance 
with the volatile Greens, his other possible 
option. And it makes sense not to snarl too 
much at people you may want to draw into 
your cabinet in four months' time. 





France's privatisation 
Flying tackle 


PARIS 


HE World Cup—or a 15-metre tall 

model of it—has engulfed the obelisk 
that marks the middle of the Place de la 
Concorde in Paris. Unfortunately for the 
French government, some chunks of the 
national heritage cannot be made to disap- 
pear so easily. Pilots at Air France, the state- 
owned airline, went on strike on June ist, 
grounding over four-fifths of long-haul 
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flights for the next four days, just as the first 
football fans were planning to fly in for a 
month of sporting frenzy. 

The pilots’ main union objects to pro- 
posals to cut salaries, which are higher than 
their counterparts’ at British Airways and 
Lufthansa, in exchange for shares in the 
company. The union promises that the bat- 
tle will be long and hard. It could savage the 
company’s finances and its reputation. 

Certainly, the FFrioom ($17m) that the 
stoppage has been costing each day imper- 
ils Air France's recent return to profitabil- 
ity. And it embarrasses the government in 
front of the world’s football fans. But even 
more awkward is the way the strike points 
up the flaws in France's privatisation. After 
a year in Office, Lionel Jospin, the prime 
minister, has generally been drawing 
praise for his adept juggling of left-wing 
ideology and economic pragmatism. 

But in the Air France saga the tension 
between ideology and market demands is 
most visibly acute. The transport minister, 
Jean-Claude Gayssot, is a member of the 
Communist Party, a part of the ruling coali- 
tion. He oversaw the pay-for-shares deal as 
part of a plan announced in February to 
cut the government's stake from 95% to 53%. 
Pilots are to be bribed with a 10% stake in 
the company, which may prove more valu- 
able than the pay they forfeit. The pilots, ap- 
parently, share Mr Gayssot's suspicion of 
capitalism. So the plan is producing nei- 
ther a stronger airline nor social peace. 

The favourite French way to balance 
ideology and realism used to be through 
cores of loyal shareholders. This system 
wove together firms sold off in the 1980s, 
such as Havas, a marketing group, and Pari- 
bas, a bank, through cross-shareholdings. 
The approach still appeals: France fought 
hard this spring with the European Com- 
mission to win the right to arrange the pri- 
vatisation of Crédit Lyonnais, a bank with a 
turbulent past, so that it could parcel out 
small stakes to friendly firms, rather than 
having to sell it whole to a single foreign 
buyer. Equally, in reducing its stake this 
year in Thomson-csF, a defence electronics 
firm, from 58% to 43%, the government se- 
lected three other French firms, Alcatel, 
Dassault and Aérospatiale, as shareholders. 
Two are partly state-owned. 

But this “hard-core” strategy is less easy 
nowadays to sustain. Deflation in the early 
1990s left the new owners of privatised 
firms unable to pay for their expansion. To- 
day, companies get their capital from the 
stockmarket. And more and more manag- 
ers of partly state-owned firms want full ac- 
cess to the market. A big chunk of the first 
25% of France Télécom to be sold, in Octo- 
ber 1997, went to retail investors, who are 
eventually to get a slab of Air France too. 
Stockbrokers argue that capital markets, 
along with monetary union, are what will 
finally teach France to prefer economic effi- 
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ciency over state control. 

But many French politicians, on the 
right as well as the left, are still reluctant to 
accept that. This week the government said 
it would not sell a majority stake in Aéro- 
spatiale, a defence company keen to go pri- 
vate. And on May 27th, just before the pilots 
struck, Jean-Cyril Spinetta, Air France's 
boss, said that partial privatisation had 
been put off to the end of the year. That did 
not placate the pilots. A settlement may 
soon be reached. But for now, unfortu- 
nately, Ronaldo and his rivals are not the 
strikers uppermost in many French foot- 
ball fans' minds. 





Italy's constitution 
Funeral march? 


ROME 


N JUNE 2nd, which happened to be 

the 52nd birthday of the Italian re- 
public, a bold attempt to rectify the worst 
failings of its political system was pro- 
nounced dead—or at any rate in a deep 
coma. This gloomy diagnosis followed the 
failure of an attempt at constitutional re- 
form known as the bicamerale, after the 
parliamentary committee that struggled 
hard to reach agreement on some desirable 
changes. The collapse sends a lamentable 
message: none of the institutions or indi- 
viduals involved in Italian politics seems 
prepared to sacrifice short-term interests 
for the country's political health. 

The death certificate was issued by Sil- 
vio Berlusconi, the leader of the centre-right 
opposition. Failure was also acknowledged 
by Massimo D'Alema, leader of the newly 
renamed Democrats of the Left, the main 
branch of the ruling centre-left coalition, 
who was also the bicamerale's chairman. 

The kiss of death was disagreement over 
the powers of the state president. He is cur- 
rently chosen by parliament but, if the plan 
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had gone ahead, would have been elected 
in future by universal franchise. Mr Berlus- 
coni and his allies wanted a powerful presi- 
dent, who could dissolve parliament and 
direct foreign policy. The left dissented. 

Other thorny topics included a new 
electoral law, devolution of power to the re- 
gions and, above all, reform of the judicial 
system. Mr Berlusconi favoured separate 
career structures for prosecutors and 
judges, but Mr D'Alema and his friends 
were against that too. As well as these broad 
left-right disagreements, there was bitter 
squabbling inside both the opposition and 
the ruling alliance—enough to make Rom- 
ano Prodi, the prime minister, fear for the 
future of his coalition. 

Many people, especially but not only 
on the left, say Mr Berlusconi hoped to 
trade his support for the bicamerale 
against immunity from prosecution for al- 
leged massive bribery: no such luck. But, if 
so, that was not the only reason why con- 
stitutional reform has been wiped off the 
agenda. Too many people and institutions 
felt threatened. Parliament's upper house— 
the Senate—would have had to become 
smaller and weaker, ceding some authority 
to an elected president and some to the re- 
gions. The lower house would have had to 
accept clearer limits to its powers. Small po- 
litical parties would have had to accept 
their own shrinkage thanks to an electoral 
law designed to favour stable coalitions. 
Perhaps it was all too much to ask. 

Where does Italian politics go from 
here? The pro-government parties, plus the 
post-fascist National Alliance, want to 
change the constitution gradually, using a 
tortuous procedure that could require, 
among other things, a referendum. Mr Ber- 
lusconi and his allies want a special body, 
elected by the people, to write a new con- 
stitution—like the assembly that convened 
in 1946 and took 18 months to produce the 
political charter under which Italy has la- 
boured for halfa century. This course is also 
favoured by the separatist Northern 
League, provided it can be sure to get its 
own northern parliament. 

If the effort at constitutional reform 
proves impossible to revive, there will be 
two chief mourners at its funeral. One is the 
ex-communist Mr D'Alema, who hoped to 
use the bicamerale's success to launch a bid 
to become prime minister. The other is 
Gianfranco Fini, leader of the National Al- 
liance, who had set his heart on creating a 
powerful presidency. When the initiative 
collapsed, it was Mr Fini who said sadly: “It 
is time to take the body away." 

The funeral is expected to take place at a 
special session of parliament on June 
10th—brought forward a day to avoid clash- 
ing with Italy's debut in the World Cup. 
That, it seems, is deemed more important 
than reforming a creaking constitution. 
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Montenegro 


Ourselves alone 


PODGORICA 


3 Beene was plenty of shooting, but not 
in anger. Supporters of Milo Djukano- 
vic, the Montenegrin president favoured by 
the West, fired off volleys of gunfire into the 
night sky to celebrate his party’s victory in 
the general election on May 31st. They were 
also cheering the humiliation of Slobodan 
Milosevic, the president of Yugoslavia, the 
federation comprising Montenegro and its 
much bigger neighbour, Serbia. He had 
hoped to tighten his grip on Montenegro 
by denying Mr Djukanovic a majority. But 
the party led by Mr Milosevic's crony, 
Momir Bulatovic, now Yugoslavia's prime 
minister, won a scant third ofthe vote. 

The jubilation will fade as confronta- 
tion worsens. The Yugoslav president 
wants to expand his weak constitutional 
powers and stay in office after his term 
ends in three years. To do that he needs the 
support of Yugoslavia's parliament, which 
is partly appointed by Montenegro’s legis- 
lature—now dominated by Mr Djukanovic 
and his friends. 

Their struggle could break Yugoslavia 
apart. The tiny republic ceased to recognise 
federal Yugoslavias government last 
month, after Mr Milosevic sacked the 
prime minister and put in his pal Mr Bula- 
tovic instead. Mr Djukanovic says that, un- 
less Mr Bulatovic bows out, Montenegro 
may hold a referendum on independence. 

Could an independent Montenegro 
survive? For a start, breaking off might be 
bloody. Mr Djukanovic controls most of 
Montenegro's muscle, including the police, 
secret service and most of the media. But 
Mr Milosevic still has clout with the Yugo- 
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A controversial Greek dictionary 


ATHENS 


N ANCIENT times, the Athenians dis- 
missed northern Greeks as boorish 
and backward. Yet there is still a north- 
south divide: metropolitans in the south 
these days tend to view people in Salo- 
nika, the biggest city in the north, as 
prickly and provincial. Witness the row 
over a new Greek-language dictionary. 
A right-wing member of parliament 
| from the north has gone to court to have 
the book banned because it includes a 
well-worn piece of sports slang which he 
deems insulting. A “Bulgar”, the lexicog- 
rapher says, is not just someone who 
lives across Greece’s northern border in 
Bulgaria; he may also be a player in, or a 
fan of, a northern Greek sports team. In- 
deed, whenever a team from Salonika 
ventures on to southern territory and has 
the temerity to score goals or points, a 
| howling southern chorus of “Down with 
| the Bulgars” invariably erupts. 
Judges in Salonika seem to share the 
MP's prickliness. A northern court has 
temporarily banned the dictionary's sale 
while it deliberates about whether or not 
the reference should be cut out. The 
northerners seem untroubled, however, 
by other derogatory terms in the dictio- 
nary—which might be deemed insulting 
to southerners. Under "anchovies", for 
instance, it is noted that, besides its fishy 
| meaning, the word is an abusive term for 





fans of, or players for, Olympiakos, a 
football team based in the port of Pir- | 
aeus, next to Athens. However, despite 
swirling rumours to the contrary, the dic- 
tionary omits to mention that "Vaseline 
boys" is what northerners call the Pan- 
athinaikos team or that another Athens 
football club, AEK, is known to them as 
"the harem girls", since it was founded 
by Greeks from Istanbul. 

On top of the northern ban, George 
Babiniotis, the worthy scholar who com- 
piled the dictionary, faces another law- 
suit. Salonika's Pontic Greeks, whose an- 
cestors came from around the Black Sea, | 
are suing because his dictionary includes 
a slang definition of Pontics as “dopey”: 
they are, indeed, often the butt of jokes in 
the "thick Irishman or dim Polak" tradi- 
tion. But at least the tome has become a 
best-seller, in Salonika as well as Athens. 





es 


slav army, which is deployed throughout 
Montenegro. He also keeps tight control 
over the naval base at Tivat: Montenegro's 
coastline provides all Yugoslavia's signifi- 
cant outlets to the sea. 

With a population of just 650,000 and a 
territory the size of Northern Ireland, the 
mountainous mini-state would be a 
midget on its own. Yet mountains and the 
coastline are two reasons why it might do 
well going solo. The beaches are beautiful. 
Ski resorts could be built in the mountains. 
Add off-shore banking, and many Monte- 
negrins dream that their republic could be 
a mainland Cyprus, where the rich will 
come to bask in money and sun. 

Montenegro wants to lure foreigners 
into industry as well.So far the only foreign 
purchase (by Belgium's Interbrew) is a 
brewery at Niksic. Apart from an ancient 
aluminium complex, Montenegro's main 
industrial hope lies on the drawing-board: 
a chain of hydro-electric plants that could 
supply power to Albania and Greece and 
across the Adriatic to Italy. 

Montenegros economy, however, 
would suffer if separated. Serbia is Monte- 
negro's biggest trading partner by far. The 


lead-zinc concentrate processed in Trepca, 
in Serbia's tense province of Kosovo, comes 
in through Bar, along with an array of Ser- 
bia's other essential imports—including 
iron ore and coal. 

You would expect Montenegrins to 
think twice about breaking such links, but 
Mr Milosevic is making it more expensive 
for them to stay in Yugoslavia than to bunk 
out. Western economic sanctions on Yugo- 
slavia block Montenegrin access to such 
lenders as the World Bank. 

If independence turned sour, Montene- 
gro could always fall back on its traditional 
strength—smuggling, an activity that does 
not endear the craggy republic to its Euro- 
pean friends. As it is, Mr Djukanovic is ob- 
liged to treat Montenegro's criminal gangs 
rather kindly. The European Union loses, at 
a guess, $1 billion a year in tax from ciga- 
rettes smuggled in by speedboat from Mon- 
tenegro, which itself imports, and then ex- 
ports, a lot of stolen cars. This week, on a 
beach opposite a hotel on the Sveti Stefan 
peninsula, a Montenegrin walking a Japa- 
nese dog was selling a shiny new BMW, the 
latest model, for a mere $15,000. 
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For Only $29.95 You Can Test America's #1 Vocabulary Program! 


NOW, you can amass a 
HARVARD GRADUATE'S VOCABULARY 


in just 15 minutes a day! 


Acquire a powerful vocabulary that catapults you into the top 5% 
of all educated adults — the most successful, highest-earning people! 


PEOPLE JUDGE YOu 
By THE WORDS You Ust. 

Studies over many decades have proven that a 
strong command of the English language is 
directly linked to career advancement, to the 
money you make, and even to social success, 

To move ahead in your career, your vocabulary 
level must at least equal the average level of the 
members of your profession. To excel, your 
vocabulary must surpass that of your colleagues 


Every day, people judge you by the words you 
use. Rightly or wrongly, they make assumptions 
about your intelligence, your education, and your 
capabilities, 

Nothing makes a better impression than a 
solid mastery of the English language 

REMOVE OBSTACLES IN YOUR PATH. 

Not having a strong command of language 
can be a serious handicap, an obstacle that pre- 
vents vou from achieving vour goals. 

Someone who cannot express ideas elo- 
quently, who hesitates because of uncertainty 
about the right word, can appear /ess than fully 
competent and qualified 

That can hold vou back from achieving vour 
career goals, and from all the other rewards and 
recognition vou deserve 

So doesn't it make sense to have at vour com- 
mand as large, as diverse, and as exact a vocabulary 
as possible? 

What we call "the verbal advantage" is the ability 
to use words precisely and powerfully. It's the 
knowledge and skill to communicate clearly, accu- 
rately and effectively, with confidence, in every situ- 
ation, both on the job and off. 


ALL You HAVE TO 
Do Is LISTEN! 


Imagine vourself at a business or social gath- 
ering. You have the floor. All eyes are on you 
You're speaking with confidence and poise, 
always choosing precisely the right word. 

This scene could be real with Verbal Advantage" 
To prove to you how incredibly valuable and easy 
it is, you may now test, on a full no-risk basis, the 
Introductory. Program of this comprehensive 
word power course. Verbal Advantage” is the 
single best way to expand your vocabulary and 
sharpen vour command of English. Best of all, it's 
on audio-cassette tapes. To benefit, all you have 
to do is listen! 

You'll be equipped to speak with confidence 
at all times. In fact, vou'll be able to converse 
and hold your own with anyone, at any level. 


Jon THE Top 5%. 


When you master the complete the program, 
your vocabulary will surpass that of most execu- 
tives and professionals, including those with 
advanced degrees. You will then be in the top 5% 
of all educated adults — the most successful, high- 
est-earning people. 


You'Lt NEVER MAKE A MISTAKE! 

But there's much more to this remarkable 
program 

You'll learn about commonly misused words, 
commonly confused words, and commonly mis- 
pronounced words, You'll sharpen your ability to 
discriminate among words of similar meanings. 
And you'll gain the power to use language with 
greater clarity and precision. 

This extraordinary audio course will help you 
avoid common errors in pronunciation, spelling, 
grammar, and usage. Every key word is defined, 
spelled out, carefully pronounced and used in a 
sentence. So you'll never be caught in a blunder. 
Verbal Advantage” gives you the tools you need 
to communicate more effectively and confidently. 
Simply put, it will turn your ability with words 
into mastery! 


verbalAdvantage 
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| Special No-Risk Offer 


| | Yes, Please rush me the special 
1 LD iroductory VERBAL ADVANTAGE® 
| audio-cassette program at only $29.95 
I ( If lm dissatisfied for any reason, | 
| may retum the tapes within 30 days CY 

| and receive a no-nonsense refund.) 

| Or, call within 30 days and well give osa! Code 
| you a full $29.95 credit toward the 
| purchase of the complete VERBAL 


verbalAdvantage” 
1150 Calle Cordillera, Dept. 765 
San Clemente, CA 92673 USA 


www verbaladvantage.com 
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Phone 


Card No, 
Signature 


l 

| 

i Program is shipped by UPS. For overnight shipments, please cail us 
California residents add 7.25% sales tax 

I U S funds only, please Piease caf for internabona/ rates 
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FRONT OF EACH WORD You LEARN.” 

More than 100,000 people have already bene- 
fited from Verbal Advantage". And companies 
ranging from Aetna to Microsoft to Xerox have 
purchased the program 


SPECIAL $29.95 INTRODUCTORY PROGRAM 
Pius A FREE Bonus 


You'll receive the Introductory Verbal 
Advantage” Cassette Program including four 
hours of fascinating narration, professionally stu- 
dio-recorded on high-quality audio-cassette tapes 
You risk absolutely nothing. The Introductory 
package is yours to audition for 30 days on a no- 
risk basis. We guarantee that Verbal Advantage "is 
the best way to get the powerhouse vocabulary 
you need to join the top 5% of all educated 
adults... OR IT COSTS YOU NOTHING! 

Then, call us within 30 days and we'll give vou 
a full $29.95 credit toward the purchase of the 
complete 24 tape Verbal Advantage" Program! 
And when you trade up to the complete program, 
you also receive Memory Advantage, absolutely 
FREE. This two tape program (2 1/2 hours) will 
give you the ability to remember names, faces, 
numbers and vocabulary as never before. You suc- 
ceed or you don't pay, it's that simple! So, contact us 
today and take advantage of this special offer. 


How to begin: 
* CALL TOLL-FREE NOW: 


~ 
KO 1-800-765-5599 
* Or, COMPLETE THE COUPON and mail to: 
w VerbalAdvantage* 
a A 1150 Calle Cordillera, Dept. 765 
“Ne San Clemente, CA 92673 USA 
* Or, FAX vour credit card order: 1-949-361-5624 
* INTERNET: www.verbaladvantage.com * 
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on an MBA course. But in Edinburgh we 
place as much emphasis on personal 
development as we do on pure academic 
achievement. That's why we're right in the 
centre of the beautiful city of Edinburgh. 
One of the most cosmopolitan and civilised 
cities in the world. To find out more 
contact Joan McMillan at The University 
of Edinburgh Management School, 7 
Bristo Square, Edinburgh, EH8 9AL. Or 
telephone +44 (0) 131 650 8066. E-mail: 


J.E.McMillan@ed.ac.uk 


WWW.ems.ac.uk 
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«Organizing Committee for the Olympic Games 
Athens 2004 S.A.» 


Invitation for Submission of Expressions of Interest 
FOR THE POSITION OF 


INTERNATIONAL FINANCIAL ADVISER 


for Projects’ Concession Contracts for the Olympic Games of the year 2004 


The «Organizing Committee for the Olympic Games — 
Athens 2004 S.A.», which was established in accordance 
with Law 2598/24-3-1998/Official Gazette 66 and whose 
object is to organise the Olympic Games of the year 2004 
in Athens, intends to organise tenders for concession 
contracts in order to select concessionaires who will invest 
in the construction of major Olympic projects for which 
the Committee is responsible. The concessionaires will 
undertake the construction and financing of such projects 
and, once the Olympic Games have been completed they 
will operate the facilities or the repayment of the invested 
capital. 




















Within this framework, the «Organizing Committee for 
the Olympic Games — Athens 2004 S.A.» intends to hire 
an experienced Financial Adviser of international repute, 
who will support the Committee in the process of 
designing, tendering and selectioning of the most 
appropriate Concessionaires and Investors who in turn will 
be invited, as companies of the private sector, to submit 
their offers for the conclusion of concession contracts for 
special technical works for the Olympic Games of the year 
2004. 


The «Organizing Committee for the Olympic Games — 
Athens 2004 S.A.» requests the Expression of Interest by 
International Financial Institutions that have international 
experience, competencies in financial matters, a wide 
recognition and significant activity in for mobilisation of 
funds in related projects and finally in preparing and 
completing the procedures for the conclusion of 
concession contracts. 


















Interested parties are invited to submit their Expression 
of Interest and a description of their activities and relevant 
experience to the «Organizing Committee for the Olympic 
Games — Athens 2004 S.A.». The short-listed candidates 
will be invited to submit detailed offers. The final 
selection criterion will be the economically most 
advantageous offer, taking into consideration the 
methodology, the personnel, the retainer fee and the 
success fee offered by contestants. 


The procedure for the selection of the ADVISER will be 
in accordance with Directive 92/50/EC (Restricted 
Procedure). The Contract will be signed by the 
«Organizing Committee for the Olympic Games — Athens 
2004 S.A.». 


Interested parties may obtain the Tender Documents 
from the «Organizing Committee for the Olympic Games 
— Athens 2004 S.A.» at: Zappio Megaro, Athens, 
Tel.: (+30) 1 - 3240004, Fax: (+30) 1 - 3232004. 


The Expressions of Interest must be submitted to the 
«Organizing Committee for the Olympic Games — Athens 
2004 S.A.» at: Zappio Megaro, Athens, Tel.: (+30) 1 - 
3240004, Fax: (+30) 1 - 3232004, by the deadline of 14.00 
on Tuesday, 7th of July 1998 at the latest. 
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Slovenia 
On the slow side 


UUSLJANA 


REED from centuries of foreign domi- 

nation only seven years ago, Slovenia 
relishes doing things its own way. But if it 
wants to stay at the front of the first pack of 
ex-communist countries—with Estonia, Po- 
land, the Czech Republic and Hungary— 
chosen to start talks to join the Eu, it will 
have to embrace change a bit more keenly. 

Of the former communist countries, it 
has probably had the best start, certainly 
economically. Without having to bow to 
the mmr, the World Bank or foreign inves- 
tors, it has managed to grow steadily since 
it broke away—with minimal bloodshed— 
from the rest of Yugoslavia in 1991. It has 
reaffirmed the Habsburg part ofits heritage 
and more or less discarded its Balkan tag. 

But now, after all, it will have to dance 
to someone else’s tune—taking on, among 
other things, the EU's acquis communau- 
taire, the club’s great body (80,000 pages) of 
law. It will have to drop a lot of protection- 
ist and nationalist rules of its own, includ- 
ing those that make it hard for Slovene 
companies to borrow abroad and for for- 
eigners to buy Slovene shares. 

It will also have to overhaul its pensions 
and welfare systems, even though its bud- 
get deficit, at 1% of GDP, is about the small- 
est in the ex-communist world. And Slove- 
nia will have to be more open about state 
aid to industry and farming, and let for- 
eigners buy land without having first to live 





Laibach and think of Europe 


in the country for several years. 

All this will represent quite a change in 
the pace of reform, which has not been 
sprightly of late. The government that took 
office last year has been too weak to be radi- 
cal. A “grand coalition” of the slick Liberal 
Democrats, a bunch of middle-of-the-road 
technocrats, and the People’s Party, a popu- 
list lot rooted in the countryside, is ticking 
over, but only just. Decision-taking is slow. 
Before starting in earnest to mesh Slovene 
and Ev laws, parliament must clear a log- 
jam of some 200 bills. 

Most Slovenes are not in a hurry for rad- 
ical change: mindful of how recently their 
country was reborn, they place a premium 
on social harmony. Their standard of liv- 
ing, after all, already rivals that of the Eu’s 


4 - ILLAS "LEE Y " Y, T y 


poorer members. It is hard to sell the idea 
that, having only just taken back their econ- 
omy from Yugoslavia, Slovenes should let 
chunks of it fall into foreign hands. 

Moreover, the states involvement in 
the economy, as well as the gradual pace of 
reform, has so far worked better than in 
other ex-communist countries. Even in the 
old days, Slovene managers travelled 
widely abroad and exported heavily to the 
West: with a tenth of the people, Slovenia 
produced a fifth of Yugoslavia's exports. A 
fairly prosperous middle class emerged. 
And during the transition to capitalism the 
gap between the old poor and the new rich 
has been less wide than elsewhere, partly 
because state welfare has remained gener- 
ous. Curbs on new building and outdoor 
advertising have preserved the quiet charm 
of Ljubljana (Laibach to the Habsburgs) 
and the countryside's beauty. 

The Slovenes’ reluctance to change 
makes them wary of copying some of their 
neighbours’ actions. They tend to think, for 
instance, that Hungary is foolish to have 
sold so much off to foreigners. And they 
chide the Czechs for letting "speculators"— 
as they put it—bring down their currency. 
But there is a price for being so tentative. 
Inflation has been stuck at 9-10% for three 
years. An over-valued currency is making 
exports less competitive. It is hard to fire 
workers. Growth of 3.5%, though good by EU 
standards, is slower than in countries such 
as Poland and Hungary, where the econ- 
omy has become more open and market- 
oriented. If Slovenia is to keep up, it will 
have to take some unpleasant decisions. 








Humble pie for Poland 


WARSAW 


prime minister, Jan Krzysztof Biel- 
ecki, when people from the European 
Commission came to Warsaw to discuss 
how Poles could benefit from the EU's 
PHARE programme, which is meant to 
help would-be members from Central 
and Eastern Europe. Now, he says, Poles 
have to go to Brussels—to have their pro- 
posals for such aid hurled ignominiously 
back in their faces. 
| At the end of last month the commis- 
sion decided to cut Poland's allotment 


HERE was a time, says a former Polish 
| 
| 
| 


from PHARE for 1998 by 16%—down to 
178m ecus ($199m). It was indeed a sign of 
the times. Once the toast of Western Eu- 
rope for its leading role in pushing the 
Russians out of Central Europe, then 
lauded as a pioneer of economic reform, 
Poland is now seen by many people in 
Brussels as being a bit too big for its boots. 
Some Eu officials have called the Poles ar- 
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rogant. More often they are being scolded 
as complacent. All in all, people in Brus- 
sels who are keen on enlarging the club to 
the east are worried that the Poles have 
not seriously begun to tackle the reforms 
that are needed to prepare the country for 
membership. 

It is the first time the PHARE pro- 
gramme for any country has been cut. The 
main reason was that Poland's new right- 
wing government, led by the Solidarity 
movement, failed to do the groundwork 
for various proposed projects. And the 
commission has warned the Poles that 
they will certainly forfeit another 30m 
ecus of aid this year for their unemployed 
steel workers if the government does 
not—by the end of this month— present a 
comprehensive plan to reform the coun- 
try's ailing steel industry. 

The Poles have started to jump—and 
their government is sounding more hum- 
ble. The prime minister, Jerzy Buzek, has 


sacked the man who prepared the pro- | 
posals for PHARE and has set up a com- | 
mittee to find out what went wrong. Po- | 
land's foreign minister, Bronislaw Gere- | 
mek, has hastened to Brussels to promise 
that his government will do better. 

Such seeming subordination is hard | 
for ordinary Poles, as well as their politi- 
cians, to swallow. In the past few years, | 
they have come to view Poland asa pivot- | 
ally important place at the heart of a re- 
united continent. They have tended to | 
view the European Commission in Brus- | 
sels as unduly bossy. Most Poles were, for | 
instance, outraged last year when the EU | 
banned Polish milk and butter on the | 
ground that they were unhygienic. | 

Ryszard Czarnecki, who heads the | 
government's powerful European inte- | 
gration committee, is particularly nettled | 
by PHARE's decision, which, he says, was 
made for "political reasons", whatever 
they might be. The row may, however, 
have one beneficial effect: it may make 
Poles realise that joining the European | 
club will not be easy. | 
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Hans van den Broek, Europe’s expander 


ISTORIC is a word that has been somewhat abused during 
Britain's soon-to-end six months as president of the Euro- 
pean Union. Even such dreary events as a joint meeting of the 
club’s environment and transport ministers has been garlanded 
with the H-word. Yet one planned happening really would make 
history: the Union’s expansion to the east. It will be a fiendishly 
demanding business, which will severely test the commissioner 
entrusted with the task of overseeing the talks involved. He is 
Hans van den Broek—something of an unknown quantity. 

An inexhaustible traveller who was in the Caucasus this 
week, Mr Van den Broek does not lack experience. Before com- 
ing to Brussels in 1993, he spent 11 years as Dutch foreign minis- 
ter. He helped play host at the famous meeting in the Dutch 
town of Maastricht in 1991 that 
turned the European Community 
into the European Union. Recently 
he won a bit more notice—if not 
quite glamour—in the Netherlands 
when his daughter, Marilene, mar- 
ried Prince Maurits, fifth in line for 
the Dutch throne. Nevertheless he re- 
mains in many ways grey, even col- 
ourless: more of a bureaucrat, it 
might seem, than a politician. 

Appearances can be deceptive. 
Mr Van den Broek has certainly 
proved a terrier at EU in-fighting. In 
1995 he chased off Sir Leon Brittan, 
who had tried to get his teeth into the 
enlargement job. Last year the Dutch- 
man outscampered fellow commis- 
sioners who tried to limit the first in- 
take to Poles, Czechs and 
Hungarians (now to be joined by 
Slovenes, Estonians and—in the- 
ory—Cypriots). And earlier this year 
he growled offa French bid to have a 
Frenchman run the commission's 
enlargement task-force. Mr Van den 
Broek got the job for his own (Ger- 
man) pal, Nikolaus van der Pas. 

To outside observers, the most 
striking thing about the EU's expansion is its snail-like progress. 
The Berlin Wall fell nearly nine years ago. NATO has been far 
speedier: its first trio of newcomers should be in next year. Yet 
since 1991 the EU has been obsessed with Europe's single cur- 
rency. Formal talks about widening the club began only two 
months ago. No country seems keen to help pay for the newcom- 
ers. Do not bet on any of them joining much before 2005. 

Mr Van den Broek impatiently dismisses such cavils. Joining 
NATO, a military alliance, is relatively simple. But to join the EU, 
a country needs a solid democracy, a proper judiciary, a func- 
tioning civil service, a real market economy—and a library of EU 
rules embedded in its own law. Even if the single currency had 
never been dreamt of, says Mr Van den Broek, the club could not 
have moved any faster in taking in new members. 

The east-bound expansion is the most ambitious exercise the 
Union has tackled. Mr Van der Pas's task-force has spent two 
months “screening” applicants to see what they must do to com- 
ply with Eu laws, and proposes to go on doing so until July 1999. 
The talks proper could last several years. Before they start, insists 
Mr Van den Broek, the applicants must accept all existing Union 
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rules—the body of law known as the acquis communautaire. 

But that will be hard—absurdly hard, say some enthusiasts 
for bringing the easterners in. What chance have the Poles, say, of 
reaching the EU's strict environmental standards within a few 
years? Moreover, the acquis is itself, grumble the applicants, a 
moving target: farm policies and handouts to poorer regions are 
due to change under the controversial "Agenda 2000" plans un- 
veiled last year. And many countries already in the Eu do not 
want all rules applied to newcomers straightaway: free move- 
ment of labour, for instance, might mean a flood of easterners 
heading west for work. So there may have to be “transitional 
periods" before Eu laws are fully applied, though Mr Van den 
Broek wants to limit such periods in scope and time. Permanent 
opt-outs, such as Britain's from the 
single currency, are, as one Van den 
Broek teamster haughtily puts it, “for 
us but not for them". 

To cheer along the applicants, 
they have been offered 3 billion ecus 
($3.3 billion) of Eu aid a year in the 
run-up to joining. But, to get the cash, 
they have to make painful reforms 
and put forward sensible projects. 
The Poles' failure to do so prompted 
Mr Van den Broek last week to knock 
34m ecus off this years planned 
212m ecus of aid to their country. 

This rebuke, which caused a fu- 
rore in Warsaw, is revealing in two 
ways. First, it shows that an ill-paid, 
low-grade civil service may be the 
biggest obstacle for countries want- 
ing to join the Eu quickly. Second, it 
confirms that Poland will be the 
prickliest of the front-runners. Be- 
cause of its size and big farming in- 
dustry, embracing a quarter of the 
population, it will also be the hard- 
est to absorb. Might other countries 
get in first? On that, Mr Van den 
Broek is cagey. It would be wrong to 
keep a country waiting if it is ready. 
Still, letting countries in, one by one, would be, well, awkward— 
especially if those twitchy Poles were leap-frogged. 

Poland is not, in fact, Mr Van den Broek's biggest headache. 
That, surely, is Cyprus. The Union has started talks with the inter- 
nationally recognised (ie, Greek) part ofthe island. The hope was 
that the lure of EU membership might prod Greek and Turkish 
Cypriots into settling their differences. Though Mr Van den 
Broek insists that the Turkish Cypriots have no veto, it is hard to 
see the Union admitting only the Greek half. But since the Union 
left Turkey off its enlargement invitation-list last December, Mr 
Van den Broek has found it virtually impossible to deal with the 
Turks and their Cypriot cousins. Indeed, they refuse to meet him. 

Mr Van den Broek is Micawberish: something will turn up. 
Do not, he advises, peer too far ahead. Might Russia, for instance, 
one day join the Union? That, he jokes, is for "Agenda 3000". 
Over Turkey and Cyprus, the Union should simply be patient. 
Such coolness impresses. But is it enough? To get those awkward 
easterners (let alone those curmudgeonly Cypriots) into the 
Union will take inspired leadership. That is a quality not much 
evident in the Union—or in Mr Van den Broek himself. 
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For further information visit: hüpc//www.audi.com or contact: « Australia: Astre German Automotive Pty Ltd (61-1-800-50-Audi) + Brunci: Champion Motors (B) Sdn Bhd (67 
(852-2528-1862) * India: Ashiya Motors (9122-640-7494), KaRRs (India) Automotive Pvt Ltd Kundanmal Service (9122-494-2547) * Indonesia: P.T. Garuda 
Hyosung Corporation (822-3707-1571) * Malaysia: Auto Dunia Sdn Bhd (603-791 5511) * New Zealand: European Motor Distributors Ltd (649-573-0181) « 
* Singapore: Motor Ultima Pre Ltd (65-338-3844) * Sri Lanka: Senok Automobile Ltd (941 501425) * Taiwan: Universal Motor Traders 


3-2-420903) * Hong Kong: Harmony Motors Lt 
Mataram Motor Company (6221-857-9324) + Korea 
Philippines: Proton Pilipinas Corporation (632-531-4621 
Lid (8862-2738-0123) * Thailand: German Motor Work Co Ltd (662-938-6077 


In the future 
it will power 


your Car. 


Now Audi's solar powered roof cools the 
cabin by up to 50%. You can come in from 


the sun without feeling the heat. The effect is 





enhanced with Audi's intelligent climate control. = 
Airflow is automatically adjusted so each 

occupant’s comfort is maximized. Seems, a solar —— — 
powered Audi isn't far behind. | 


Today Audi uses 
solar power to keep 
you comfortable, 


even vvhen 


the engine is off. 
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Advancement through Technology 














THE WORLD OF SPORT 


Not just a game 


HE skills are breathtaking, the excitement in- 

tense: moments of individual genius flash 
against the background of expertly-drilled team- 
work. For a whole month, from June 10th to July 
12th, much of the human race will put aside the 
mundane distractions of politics, business and the 
daily struggle to earn a living. Instead, its focus will 
be on “France 98”, the soccer World Cup, held every 
four years to decide which country’s overpaid ath- 
letes are best at kicking a bouncing leather ball into 
a net suspended between two posts. Some rational 
people—mainly women—will shake their heads in 
bewilderment or protest at the inanity of it all. 

They might as well rail against the wind. By the 
time the 16th World Cup ends in the futuristic sta- 
dium of Saint-Denis on the outskirts of Paris, the 
cumulative television audience will probably have 
reached a total of 37 billion, including 1.7 billion 
(more than a quarter of the world’s population) for 
the final match itself. 

Two years later similar numbers will vicari- 
ously attend the 2000 Olympic Games in Sydney. 
In between will come the Goodwill Games in New 
York, the Commonwealth Games in Kuala Lumpur, 
the World Athletics Championships in Seville, the 
Rugby World Cup in Wales, two Formula One mo- 
tor-racing seasons, two seasons of American foot- 
ball, baseball and basketball, dozens of interna- 
tional cricket matches. Tennis, golf, ice hockey and 
sundry other sports will keep couch potatoes occu- 
pied during any lulls in the sporting calendar. 

To the cynics, and to those whose emotions are 
not stirred by sport, the reason for this global obses- 
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sion, and glut of sporting contests, is obvious. Sport 
is a kind of narcotic, and its suppliers have a 
strong—sometimes sinister—interest in stimulating 
demand or manipulating behaviour. “Bread and 
circuses” was the formula used by the emperors of 
Rome to keep the masses quiescent and something 
similar, say the cynics, is going on today. Sport is 
also regularly used to foist on people dubious 
claims of one sort or another. The Berlin Olympics 
of 1936 were a wobbly platform for Adolf Hitler's 
claims of Aryan supremacy. The Moscow Olympics 
(boycotted by America) and then the Los Angeles 
games (boycotted by the Soviet Union) were vehi- 
cles for cold war posturing. Formula One is the last 
big canvas on which tobacco companies, hounded 
from mainstream advertising outlets, can promote 
their wares to a global audience. 

If the promoters of sport are so calculating or 
venal, then what of the practitioners? George Or- 
well wrote bitingly: “Serious sport has nothing to 
do with fair play. It is bound up with hatred, jeal- 
ousy, boastfulness, disregard of all rules and sadis- 
tic pleasure in witnessing violence: in other words, 
it is war minus the shooting.” 

Exactly so, but this survey will not be quite so 
cynical. For all the Orwellian acts of sporting spite— 
the “professional fouls” of soccer, the shoe-lace ty- 
ing disruption of championship tennis, Mike 
Tyson’s ear-chomping in the boxing ring, or the 
sheer thuggishness regularly displayed in profes- 
sional ice hockey—there are also enough acts of gen- 
erosity and courage in the world’s top echelons of 
sport to sustain the belief that sportsmanship has 


The passion for 
sport is universal, 
and enduring. 
The challenge, 
writes John 
Andrews, is to 
ensure the 
passion does not 
become 
destructive 
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not been entirely vanquished. In cricket there is still 
the occasional batsman (rarely an Australian) hon- 
est enough to “walk” without waiting for the um- 
pire's decision. Most snooker-players automatically 
confess to ball-touching offences not spotted by the 
referee. In match play, even in the tightest contest, a 
top golfer will often concede a short putt to his rival. 
In other words, sport reflects life: neither wholly no- 
ble nor entirely nasty, but a spectrum of behaviour 
that stretches from one to the other. 

With luck, France 98 will be an inspiring cele- 
bration of “the beautiful game”, as Brazil’s Pele once 
famously termed soccer. There will be attacking 
football, goals galore and heroes—like Portugal's 
Eusebio in 1966 or Romania’s Gheorghe Hagi in 
1994—who seem to spring from nowhere. Of course 
it could be otherwise. Sterile, defensive tactics on 
the pitch and hooligan violence off it (the orga- 
nisers, with justice, fear the influx of barbarian fans 
from neighbouring Britain) could yet mar this 
year’s contest. But even if it does, small boys—and 
increasingly, especially in America, girls—will still 
attempt the skills of their idols: the feinting dribbles 
of Brazil’s Ronaldo, say, or the incisive headers of 
England’s Alan Shearer. France 98, good or bad, will 
demonstrate yet again that sport has a power, ri- 
valled only by war itself, to arouse not just the indi- 
vidual, but also the nation. 


Doing what comes naturally 


Conceivably this power could wane for some 
sports, but only if their promoters and participants 
succumb to greed and hubris. For sport in general, 
there is no such danger. Dictionaries talk of sport as 
“amusement” or “diversion” or “fun”. “Compe- 
tition” is an afterthought, not fundamental to a 
sporting activity. This survey, with all due respect to 
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the lexicologists, will take a different view: sport 
must always involve competition; without it there 
is only exercise. As with most animals, the urge to 
compete is embedded in man’s genes. And thus 
sport, human society's premier ritual of compe- 
tition, is as natural and enduring as the migration 
of birds, the locking of antlers or other rituals of the 
animal kingdom. 

One proof of this is the amazing variety of 
sports, even in an era of mass communications, 
travel and cultural exchange. Humans, it seems, like 
to compete, and watch others compete, at almost 
anything. From this fertile soil have sprung dozens 
of sports with international appeal, all competing 
among themselves for the attention and loyalty of 
fans. Despite this, there is still no sport which can 
properly be called a world sport. Even soccer (a 
word this survey will use to distinguish European 
football from the American variety) cannot genu- 
inely make this claim. 

True, some 172 countries, from Albania to Zaire, 
took part in the qualifying rounds for France 98, 
but many of these teams were not much good, re- 
flecting the fact that soccer is less than an obsession 
in many countries. In the United States and Japan, 
for example, professional soccer struggles to attract 
crowds of much more than 15,000 a match, yet the 
competition in their respective regions of the world 
was so weak, that both countries have made it to the 
final 32 teams which have qualified to take part in 
this year's World Cup. 

The reality is that soccer is a world sport only in 
the world beyond America's influence. Within an 
American realm defined by the reach of its armed 
forces or its television signals, it is American sports 
that rule: basketball in the former colony ofthe Phil- 
ippines; baseball in once-occupied Japan and in 
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Cuba. In the West Indies, the cricketing passion in- 
herited from the British is steadily ebbing as the 
young turn to the basketball they see on their Amer- 
ica-tuned television screens. 

Yet it is wildly premature to argue that Ameri- 
ca’s sports, like its hamburgers and soft drinks, are 
taking over the world. Successful sports are rooted 
in their supporters’ cultures, and such cultures 
change slowly. Mexicans prefer soccer despite—or 
perhaps because of—their proximity to America. 
Australians in New South Wales and Victoria prefer 
their “Aussie Rules” football (a wonderful game of 
athleticism and action) despite the rival attractions 
of rugby union and rugby league. In the Indian sub- 
continent, from Pakistan to Sri Lanka, cricket is still 
the game that small boys, with makeshift equip- 
ment, play in the city streets and parks. In China 
and South-East Asia badminton vies with soccer as 
the sport of choice. 

In other words, for all the prospects of basket- 
ball outside America, it is just as plausible to argue 
on behalf of soccer’s prospects in America. A genera- 


The cult of personality 


| Breves RODMAN, who plays basketball for 
the Chicago Bulls, dyes his African-American 
hair peroxide blond (or some other unnatural col- 
our); his shoulders boast enormous tattoos; there 
are rings in his ears; he sometimes dresses up in 
women’s clothes. In short, he is not the role-model 
most parents would want their sports-crazy chil- 
dren to emulate. 

The same is true of Paul Gascoigne, an English 
soccer player whose gifts on the pitch are in no way 
matched by his boorish behaviour off it (“Gazza”, as 
he is known in the tabloid columns, has been de- 
scribed by one former England team manager as 
“daft as a brush”). True, too, of boxing’s Mike Tyson, 
a convicted rapist who seems to delight in causing 
pain. No wonder sport's officialdom condemns 
their character flaws and various bad-boy antics. 

Yet the condemnation smacks of hypocrisy. For 
all their defects, Messrs Rodman, Gascoigne and 
Tyson have brought their sports precisely what they 
need: publicity and popularity. In the sporting 
drama they are necessary anti-heroes. Playing along 
with Mr Rodman is his team-mate, Michael Jordan, 
the greatest basketball player of this and perhaps 
any time. In England's national soccer team Mr 
Gascoigne provided a contrast first with clean-liv- 
ing Gary Lineker and now with clean-cut Alan 
Shearer. In boxing, never a sport for the faint- 
hearted, Mr Tyson is the villain who makes Evander 
Holyfield seem all the more heroic. 

Idealists, bemoaning villains and heroes alike, 
sometimes take offence at this sporting personality 
cult. Their argument is that “no one is bigger than 
the sport". In English rugby in the early 1990s gov- 
erning officials squirmed over the publicity sur- 
rounding Will Carling, a handsome man who was 
not only the team's most successful captain but a 
close friend of Princess Diana. For his part, Mr Car- 
ling famously dismissed them as "old farts". Since 
the team and the public agreed with him, Mr Car- 
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tion of soccer-playing children and an influx of soc- 
cer-mad Hispanics may yet turn it into a major 
American sport. 

But tradition alone is not enough to sustain a 
sport's pride of place. There are plenty of wonderful 
sports—Eton fives, for example, or “real tennis"— 
which have lost ground over the centuries so that 
their skills are now practised only by an elite few. 
Other sports, such as squash, boast a large number 
of participants but, because they are difficult to tele- 
vise, precious few non-playing fans. 

So, apart from cultural roots, what are the in- 
gredients for a particular sport's success? One is 
clearly television coverage and the advertising and 
sponsorship that comes with it. Another is a struc- 
ture of youth tournaments and coaching, which Tv 
and advertising dollars help to finance, that nur- 
tures a continuous flow of new talent to challenge, 
and eventually oust, established stars. But perhaps 
the most important is personality: a sport will at- 
tract neither crowds nor Tv cameras unless it can 
first offer heroes. 





Dennis the colourful menace 


ling continued as captain and the flatulent officials 
were forced to concede that rugby should now be in 
name what it had long been in spirit: a profes- 
sional, not an amateur, sport. 

That difference is crucial. At a basic level the 
fuddy-duddies are obviously right: no single per- 
son, however gifted, is indispensable to his or her 
sport. Soccer has survived the retirement of Pele, the 
disgracing of Argentina’s cocaine-snorting Diego 
Maradona, and the disabling through injury of the 
Netherlands’ Marco van Basten. American basket- 
ball has survived the departure of “Magic” Johnson 
and will doubtless adjust to the impending retire- 
ment of Mr Jordan. 





The player means 
at least as much as 
the game 
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But the point is that professional sport by defi- 
nition is sport played for money, and the money— 
from spectators, sponsors or rv companies—will 
not come without the stars. Tim Lamb, the chief ex- 
ecutive of the England and Wales Cricket Board, 
sums up the problem for English cricket: "We've 
never replaced Ian Botham." Mr Botham, "Beefy" to 
his fans, was a cricketing all-rounder who in 1981 
almost single-handedly turned looming defeat 
against Australia in the Leeds test match into an as- 
tounding victory for England. 

Mr Lamb is right. In the post-Botham era 
("Beefy" played his last test match in 1992), public 
interest in English cricket has waned. The larger- 
than-life Mr Botham exuded a sense of fun, and the 
public loved him. By contrast, the introverted Mi- 
chael Atherton, who has just retired from the Eng- 
land captaincy after being in command fora record 
52 test matches, seemed to go out ofhis taciturn way 
to alienate the media and, by extension, the crowds. 
Mr Botham has reportedly earned a small fortune 
from his cricketing career and the off-the-pitch 
opportunities that came with it. Few in the sport 
would begrudge him this. 


The price of professionalism 

Arguably, though, Mr Botham should have earned 
even more. Cricket is surely the supreme test of eye- 
hand co-ordination, courage and stamina. After all, 
a match can last up to five days; the ball, almost as 
hard as stone, can come swerving through the air at 
speeds of over 90 miles an hour. Unlike baseball, in 
cricket the ball also bounces before it reaches the 
batsman, adding another dimension of difficulty. 
Factor in changes of weather and light (dusty 
pitches allow the ball to spin; green pitches make 
the ball skid; hard, dry pitches, which favour the fast 
ball, can literally make life dangerous for the bats- 
man) and cricket’s aficionados will insist their 
sport has no equal. 


Maybe so, but the market thinks otherwise. In 
Forbes magazine's review of last year's sporting in- 
comes, the average for the top 40 sportsmen was 
$17m. Michael Jordan led the list with $31.3m in sal- 
ary and bonuses plus another $47m in product en- 
dorsements. Brett Favre, the quarterback for the 
Green Bay Packers, came last with a mere $5.6m in 
salary and bonuses and $3.6m in endorsements. By 
contrast Mr Botham might have made a total of 
$300,000 in à very good year. 

Three things are obvious from the Forbes list. 
One is that athletes get big salaries if their sports get 
big audiences, both in the flesh and via television. 
Baseball, for example, last year attracted crowds of 
over 63m—which means the Chicago Cubs could 
afford to waste over $9m on an underperforming 
Dominican outfielder called Sammy Sosa. 

Asecond conclusion from the list is that athletes 
can earn high endorsement income if their sports 
attract the higher social classes. The obvious exam- 
ple is golf: Tiger Woods, at the age of 21, last year 
earned a staggering $24m in endorsement deals 
with companies such as American Express. Arnold 
Palmer, too old at 68 to have much chance of win- 
ning anything, still made $16m by endorsing Cadil- 
lac and other upmarket products, 

The third feature of the list is that America rules. 
The only sportsmen—no women are among the top 
earners—to reach the list without performing in the 
United States are Michael Schumacher, Germany's 
Formula One motor-racing star, and Naseem 
Hamed, a British boxer (who has since appeared in 
America in a deal with the HBo channel). Another 
British boxer, Lennox Lewis, joins Mr Hamed on 
the list—but thanks only to his bouts in America. 

Whether these sporting plutocrats are worth 
their money is a question more of morality than 
economics. True, in baseball, which has had eight 
work-stoppages since 1972, the issue of players' sala- 
ries has been a constant irritant between the play- 
ers’ union, the team owners and the fans. Indeed, 
the most recent strike, lasting for 272 days in 1994- 
95, was caused by the owners’ ultimately unsuccess- 
ful attempt to place a cap on the amount any team 
could pay its players (who received little sympathy 
from fans, their exasperation expressed by Bill Clin- 
ton's wry description of the dispute as “just a few 
hundred folks trying to figure out how to divide 
nearly $2 billion"). 

The underlying reality, however, is that athletes 
get what team owners or tournament organisers be- 
lieve they are worth—which means an investment 
that will bring a profit. 

In Formula One, for example, it can cost a team 
millions and a whole season to adjust the design of 
a racing car so that it will reliably go a half-second 
faster per lap and so win races and increase its 
sponsorship value—and the effort may be futile be- 
cause every other team is trying to do the same 
thing. On the other hand, because Mr Schumacher 
is generally acknowledged to be half-a-second faster 
than his rivals, any team that hires him is guaran- 
teed that half second to start with. That half second 
can mean for any Formula One team the difference 
between prosperity and eventual bankruptcy, as 
sponsors drift away in disappointment. And so this 
extra half-second wins Mr Schumacher millions in 
extra pay. 
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This remorseless law of the market governs indi- 
vidual sports (only the best-paying tennis tourna- 
ments will attract the likes of Andre Agassi and Pete 
Sampras) and team sports alike. And it applies even 
in those sports, such as America’s National Basket- 
ball Association (NBA) and National Football 
League (NFL), which cap their players’ salaries at a 
percentage of the teams’ collective revenues. 

Most of all, the law of the market applies to box- 
ing, the only sport in which one man wins by delib- 
erately hurting another. Evander Holyfield, Oscar 
de la Hoya, Mike Tyson, George Foreman, Naseem 
Hamed and Lennox Lewis are all on the Forbes list; 
none, with the possible exception of Mr Foreman, 
makes much of his money from endorsements. In- 
stead, boxers are paid mostly through the proceeds 
of pay-Tv—which means by viewers who pay to see 
them put their lives at risk. 

Meanwhile, take pity on Trinidad's Brian Lara 
and India's Sachin Tendulkar: they are the world's 
greatest batsmen, but cricket is not played in Amer- 
ica and they make their runs for third-world coun- 
tries. So too with Pakistan's Jansher Khan, long the 
world's greatest squash player. Sporting genius af- 
fords each a comfortable life-style—but no more 
comfortable than the ones that even journeymen 
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players on the golf and tennis circuits take for 
granted. Sporting performances, like any other 
commodity, are worth only what someone will pay 
for them. Their athletic merit is a nice topic for late- 
night debates over a beer. But their monetary value 
is not worth debating. It is measured by income. 
Once again, sport reflects life: some people just 
seem to have it easier than others. 


No pain, no gain 
In reality, of course, no professional athlete has it 
easy. "So you want to conquer in the Olympic 
Games, my friend," mused the Stoic philosopher 
Epictetus some 19 centuries ago. "But first mark the 
conditions and the consequences, and then set to 
work. You will have to put yourself under disci- 
pline: to eat by rule, to avoid cakes and sweetmeats; 
to take exercise at the appointed hour whether you 
like it or not, in cold and heat; to abstain from cold 
drinks and from wine at your will; in a word, to give 
yourself over to the trainer as to a physician. Then 
in the conflict itself you are likely enough to dislo- 
cate your wrist or twist your ankle, to swallow a 
great deal of dust or to be severely thrashed and, 
after all these things, to be defeated." 

Every soccer player in France 98 will know pre- 





Superlatives 


CCT HE greatest” is how Muham- 
mad Ali described himself. He 
was right, not just because he could 
“float like a butterfly, sting like a bee", 
twice winning the heavyweight cham- 
pionship of the world, but because he 
transcended the often-sordid sport of 
boxing. Other sporting heroes are de- 
fined by their competitive statistics. Mr 
Ali, now suffering from Parkinson's dis- 
ease, is remembered for his personality. 
Is America's Jack Nicklaus the 
world's greatest golfer? Though less 
magnetic than Arnold Palmer, he has 
won more major championships than 
any other golfer, including all four ma- 
jors. Also the most frequent runner-up 
in the majors, he won his last Masters in 
1986 at the age of 46. Remarkably, he 
was in contention to win this year's 
Masters as well. 

Rod Laver, an unassuming Austra- 
lian, is surely the best-ever tennis player: 
the only man to have twice won the 
grand slam of the game's four major 
tournaments—the first as an amateur in 
1962, the second as a professional in 
1969, a year after the open era began. 
However, if Pete Sampras manages à 
grand slam, he could displace Mr Laver. 
After all, tennis in the 1990s is much 
more competitive than in the 1960s. 

Among women players, the choice is 
difficult. In Mr Laver's era his equiva- 
lent was his compatriot, Margaret 
Court. In the modern era the Czech- 
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Ali's unforgettable personality 


born Martina Navratilova and then 
Germany's Steffi Graf vie for the posi- 
tion. But some would say the greatest of 
all time was America’s Maureen 
Connolly. At the age of 18 "Little Mo" 
was the first woman to win a grand 
slam. In a four-year career cut short by 
injury, she entered nine majors—and 
won them all. 

Another Australian, Don Bradman, 
would be a statistician's choice as the 
best cricketer: each time he batted for 
his country he seemed likely to score a 
century (his career average was 99.94; 
the next highest is 60.97). But non-stat- 
isticians would choose the West Indies' 
captain, Sir Garfield Sobers: not only is 
he the fourth-highest scorer of test centu- 


ries, but he also bowled fast-medium 
and spin and was a brilliant fielder. 

In America’s sports, Joe Montana is 
arguably the best footballer, thanks to 
his play-making excellence in 15 years as 
a quarterback—and his knack of win- 
ning the Super Bowl for the San Fran- 
cisco 49ers. Michael Jordan stands out 
in basketball: the highest-scoring aver- 
age, an all-round game and a personal- 
ity that has made the NBA a leading at- 
traction. Babe Ruth for baseball? There 
are rival claimants, but Mr Ruth took 
the sport to a higher level—and was bril- 
liant as a batter, pitcher and outfielder. 
In ice-hockey the choice is surely Cana- 
da’s Wayne Gretzky, still playing and 
with by far the most goals and assists. 

In motor-racing, a sport for the 
brave or foolish, Juan Manuel Fangio of 
Argentina stands out as the only man to 
win five world championships. More- 
over he raced in the 1950s, managing to 
survive an era in which car racing was 
much more dangerous than today. 

Carl Lewis is perhaps the best track- 
and-field athlete of all time, not only for 
his nine Olympic gold medals (others 
have won more) but for gaining them 
over four successive games, from 1984 
in Los Angeles to 1996 in Atlanta. 

And the best player of the “beautiful 
game”? Without a doubt Pele himself. 
Not only did he score 12 goals for Brazil 
in four World Cups, his team winning 
three of them, but he pioneered soccer 
in America, its last frontier. Just as with 
Muhammad Ali, everyone, everywhere 
knows his name. 
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Does the end 
justify the means? 


cisely what Epictetus had in mind. The mangled 
knee is the injury that haunts not only soccer (wit- 
ness the surgical scars borne by Mr Gascoigne), but 
rugby and American football as well. For the profes- 
sional basketball player—an elongated giant with 
the balance and dexterity ofa much smaller man— 
the point of weakness is the ankle. In tennis it is the 
wrist, elbow or shoulder that suffers: Andre Agassi 
was out of the sport for two and a half months last 
year because of tendinitis in his wrist; Germany’s 
Boris Becker, who won his first Wimbledon title in 
1985 at the age of 17, dropped out of the third round 
two years ago when a wrist-tendon gave way in the 
simple act of returning a serve. The line between 
glory and ignominious defeat is so fine, even for the 
best. Watching brilliant athletes tread this line, and 
strive even in the face of pain and adversity, is a part 
of sport’s dramatic appeal. 


But sport’s very success has also raised two spec- 
tres which, many believe, threaten to damage that 
appeal: drugs and money. For top athletes the same 
competitive drive which makes them great can tip 
into fanaticism. As Vince Lombardi, coach in the 
1960s of the Green Bay Packers, is supposed to have 
said: “Winning isn’t everything, it’s the only thing.” 
For an athlete living by that credo, to take drugs— 
either to hasten recovery from injury or, more per- 
niciously, to improve performance—is a constant 
temptation. As for money, the huge amounts gener- 
ated by professional sports today have been good 
for spectators and sportsmen alike. But the river of 
gold produced is also a temptation—for promoters 
to stifle competition or to quarrel so fiercely over 
the proceeds that their unseemly behaviour drives 
the crowds away. Consider first the temptation of 
drugs. 





Superhuman heroes 


T WAS a flash of sporting brilliance. The muscle- 

bound, shaven-headed sprinter, born in Jamaica 
but wearing the colours of Canada, rose explosively 
from the starting blocks; 100 metres and 9.79 sec- 
onds later he raised his index finger in arrogant tri- 
umph. Ben Johnson, competing at the 1988 Seoul 
Olympics, had become the world’s fastest man. 

Within hours he had also become, for many, its 
most reviled. Mr Johnson, the doctors reported, had 
failed a drugs test. As he slunk from the Olympic 
village in disgrace, the second-placed Carl Lewis, 
from America, stepped forward to take the gold 
medal. Mr Johnson’s humiliation, said the sporting 
authorities, was proof that sport will not tolerate 
performance-enhancing drugs. 

They chant the same mantra today. The list of 
banned substances is like the inventory of a phar- 
macy. Athletes are tested in season and out of sea- 
son, at random and with notice, at home and 
abroad. Indeed, the sensible athlete is wary even of 
an over-the-counter remedy for the common cold. 
Fail a drugs test and the punishment is a ban from 
competition (usually for four years, sometimes for 
life), which means a loss of both honour and liveli- 
hood. No wonder, given such vigilance and such 
penalties, the Atlanta Olympics in 1996 were de- 
clared the “cleanest” ever, with just two of the 2,000 
athletes checked (out of a total 11,000 competing) 
failing a drugs test. 

But were the Atlanta games really the cleanest 
ever? There are two extreme, and irreconcilable, 
claims made about the use of drugs in sport. The 
first is that drug use is rare: witness the Atlanta test 
results. The second is that it is ubiquitous because 
the cheats—or rather their doctors and chemists— 
are too clever for the testers. Successful cheats by 
definition are not caught (and are unlikely to con- 
fess). So neither claim can be proved or disproved. 

What seems clear, however, is that the use of per- 
formance-enhancing drugs is a problem mainly for 
the athletes of track, field and swimming pool. True, 
some goliaths of rugby and American football have 
sought the help of banned body-building sub- 
stances. Lyle Alzado, a former defensive lineman 


for the Los Angeles Raiders, died in 1992 from a rare 
cancer that he attributed to his prolonged use of ste- 
roids and human growth hormone. But in sports 
such as soccer, cricket or tennis, drug-abuse tends to 
be merely recreational—and thus performance- 
diminishing rather than enhancing. 

There are several reasons why track, field and 
swimming are most open to cheating with drugs. 
Swimmers and the athletes of track and field are 
inherently more reliant on their physique than any 
ball-player. It is impossible to be a successful 
shotputter or weightlifter without a certain amount 
of sheer muscle. But it is entirely possible, as France 
98 will prove, for successful soccer players to be 
skinny wraiths or squat bundles of energy: what 
counts are ball skills and tactical expertise that no 
drug can provide. 

Another reason is that in team sports such as 
soccer and rugby an individual's weaknesses are 
not so exposed as they are in swimming or athletics, 
where even relay races in essence pit one person 
against another. 

Finally, the culture of competition and imita- 
tion is strongest in track, field and swimming. If 
coming second is coming nowhere, as all sports- 
people tend to to be taught (remember the words of 
Mr Lombardi) then this is most true in those indi- 
vidual sports where careers tend to be brief, and 
opportunities to win fewest. For these athletes, tak- 
ing a banned drug to come first no longer seems 
unthinkable—particularly if those already coming 
first are believed to be using such a drug. 

An instructive article last year in America's 
Sports Illustrated magazine referred to a 1995 sur- 
vey by Bob Goldman, a Chicago doctor. Dr 
Goldman asked 198 American athletes of Olympic 
standard if, in the knowledge that they would win 
and would not be caught, they would take a banned 
substance. Only three said they would not take the 
drug. Dr Goldman then changed the question: by 
taking the drug, the athlete would win every compe- 
tition for the next five years, would not be caught— 
but would then die from the drug's side-effects. 
More than half his survey said they would still take 
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the drug. 

This seems to support other evidence that 
sport's problem with drugs is greater than it cares to 
admit. Indeed, of abuse in the past there is no 
longer any doubt. Secret police files uncovered in 
the former East Germany reveal a systematic and 
successful governmentapproved doping pro- 
gramme in the 1970s and 1980s to ensure that the 
communist regime could boast more sporting med- 
als per head than its capitalist rivals. 

What the East Germans were doing to their ath- 
letes, other communist block countries were surely 
doing too. So, too, were many western coaches. How 
else, ask the suspicious, could the human body— 
even with better diets, facilities and coaching meth- 
ods—have improved so quickly its ability to run, 


| jump, throw and swim? 


Room for improvement 


Have the 1990s, with the cold war over, seen a re- 
duction in drug use? It is difficult to say. Judy Oakes, 
a British shot putter who is vehemently against 
drugs in sport, was ranked 27th in the world at her 
peak in 1988. By 1996, despite no improvement in 
her performance, she had climbed to 12th. The obvi- 
ous conclusion is that she was no longer having to 
compete against so many drug-enhanced rivals. Mi- 
chelle Verroken, head of the Ethics and Doping Di- 
rectorate of the UK Sports Council, agrees that drug 
usage has probably declined. “If you're using drugs, 
you have to rely on a ring of silence,” she argues. 
“Kiss and tell could be very attractive.” She has a 
point: someone has to procure the drug for the na- 
ive young athlete and someone has to administer it 
in the right quantities. If drug use were rampant, 
surely the news would leak, or be sold, more fre- 
quently to a scandal-hungry media? 

On the other hand, as recently as 1993, Bel- 
gium's Prince Alexandre de Merode, who is head of 
the International Olympic Committee's medical 
commission, said that he believed one-in-ten 
Olympic athletes was a regular drug-user. Other ex- 
perts claim that drug users are, in fact, a majority. 
Their answer to Mrs Verroken's argument is that to 
break the ring of silence around a drug user, even 
for a fat cheque from a newspaper, is to incriminate 
oneself—and then be shunned by official sporting 
bodies and sponsors. Meanwhile, there are plenty 
of sceptics who maintain that, although East Ger- 
many's abuse may have ended, China's is rampant. 

At first their accusations were aimed at the Chi- 
nese women distance runners who dominated the 
1993 World Championships in Germany. Could 
their spectacular success really have been achieved 
by hard work, caterpillar fungus and turtle blood, 
as their coach, Ma Junren, claimed? Increasingly 
the accusations are now being levelled against Chi- 
na's swimmers, who have climbed the world 
rankings during the 1990s while also being respon- 
sible for half the sport's positive tests since 1991. 
One Chinese swimmer, arriving for the world 
swimming championships in Australia in January, 
was found by customs to be carrying 13 vials of hu- 
man growth hormone—turtle jelly, Chinese off- 
cials claamed—in her luggage. At the champion- 
ships themselves, four Chinese swimmers tested 
positive for a banned diuretic (used to dilute urine 
samples so that anabolic steroids are not detected). 
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Are such results proof that the system is work- 
ing, that top-level sport is becoming cleaner? It 
seems at least as likely that they merely reveal the tip 
of an iceberg. 

One reason to join the sceptics is that, just as the 
testers have become more expert and intrusive— 
they now watch an athlete give his or her urine sam- 
ple—so drug users and their suppliers have become 
more skilled at evading them. Water-based testos- 
terone, for example, leaves the body in a day. A good 
drugs adviser will know exactly how much ofa drug 
an athlete can take—and when he or she must stop. 
Andrew Jennings, a British journalist with little 
good to say about the management of athletics, 
points out that, before his fall from grace, Ben John- 
son had passed 19 dope tests in two years. 


Ben does it his way 


A second reason for scepticism is that many of 
the testing parameters are so wide as to be almost 
meaningless. Because a few men and even fewer 
women have naturally high levels of testosterone, 
for example, the International Olympic Committee 
(roc) has to adopt ratios which would not exclude 
them. The result is that most athletes could take reg- 
ular doses of testosterone—thus boosting their per- 
formance, especially in the case of women ath- 
letes—without falling foul of the guidelines. 

A third reason is that sports organisations feel 
legally vulnerable. Even the smallest mistake in the 
testing procedure could mean an expensive lawsuit 
from an athlete who sees his or her future earnings 
at risk. An American discus thrower once tested 
positive for the anabolic steroid, nandrolone—but 
he was exonerated because the doctor accidentally 
mislabelled one of the two sample bottles. 

Another American, Butch Reynolds, a 400-me- 
tres runner, tested positive for a steroid after a race 
in Monaco in 1990, and was banned for two years. 
Mr Reynolds steadfastly protested his innocence, 
alleged irregularities in the testing procedures and 
sought recourse against the International Amateur 
Athletics Federation in the American courts— 
which in 1992 awarded him $6.8m in lost earnings 
and $20.5m in punitive damages. The judgment 
was eventually set aside, but not before the sports 
world had collectively trembled at its implications. 

There is one other reason to suspect an iceberg. 
Some doping methods simply cannot be satisfacto- 
rily detected by testing an athlete's urine (and for 
reasons, it says, of practicality and religious scruple 
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Money is the name 
of every game 





the 10c has so far been reluctant to require blood- 
testing). Urine tests do not show human growth 
hormone, for example, nor added amounts of the 
cyclists’ favourite, erythropoietin, a hormone that 
increases the formation of the red blood cells and 
so delivers more oxygen to the muscles. 


The perils of permissiveness 

Why not, then, abandon this definition of cheating 
as an exercise in futility? There is an intellectually 
respectable argument that goes as follows: sport is 
inherently unfair because contestants are born 
with different abilities, are trained by coaches with 
differing abilities and benefit from facilities of dif- 
fering standards. The taking of drugs is just another 
way of gaining an advantage—and if it were legal, 
doping could be carefully monitored to ensure the 
sportsman comes to no harm. 

Up toa point this argument, advanced by prag- 
matists and libertarians alike, is convincing 
enough. Sportsmen are clearly not all born equal or 
raised equally: a short Filipino, however obsessed 
with basketball, has no chance of slam-dunking 
with Michael Jordan and Shaquille O'Neal; a Ja- 
maican brought up in the Caribbean will not win a 
downhill ski-race; American and European run- 
ners are beginning to feel they have no chance 
against distance runners from the Kenyan high- 
lands who have spent their childhoods running 
several miles to school each day. As to the objection 
that rich countries have more chemists and better 
laboratories and so sportsmen from poor countries 
would suffer disproportionately from a doping 
free-for-all, surely pills, and the knowledge of how 
to use them, area lot more transferable than the rich 
world's perfectly-groomed soccer pitches or Olym- 
pic-sized swimming pools. 

But dig a little deeper and the argument shows 


its flaws. Would officially regulated doping really 
safeguard athletes? Given the pressure of compe- 
tition, it seems inherently unlikely. In practice ath- 
letes would be guinea-pigs, taking drugs in doses 
well above any levels tested for safety by the manu- 
facturers. East German doping was very carefully 
regulated—and the results have been horrendous: 
several male athletes have developed cancerous 
breasts. One depressing feature of the East German 
programme is that for many athletes the doping 
started in their childhood, when they could never 
have weighed the consequences. 

And that is surely the greatest flaw in the argu- 
ment. Professional sportsmen can be strange peo- 
ple, their values distorted by ambition, compe- 
tition and money. But once upon a time they were 
just children, with innocent dreams of emulating 
their idealised heroes. If the heroes are seen to use 
drugs, then the hero-worshipping children will be 
tempted to do so as well. 

That is something no sporting authority can af- 
ford. The reason is not just moral, compelling 
though that may be, but also commercial. The 
money for sport and its participants comes from 
television companies and sponsors; their money 
comes from attracting an audience that believes 
that sport should embody, to quote the Olympic 
charter, “a spirit of friendship, solidarity and fair 
play.” That is why Ben Johnson lost his sponsors 
overnight and why—because of persistent rumours 
of drug use—Ireland's Michelle Smith has failed to 
land the endorsement contracts she must surely 
have expected after winning three swimming gold 
medals at the Atlanta Olympics. 

Cynics will say it is also why the Atlanta games 
were so "clean": it would have been commercially 
disastrous—for athletes, organisers, sponsors and 
broadcasters—to have them declared anything else. 





The paymasters 


N THE sun-dappled greens of Augusta, Geor- 
gia, home of the Masters tournament and 
surely the most beautiful golf course in the world, 
Tiger Woods adjusts his stance. There is a moment's 
pause, and then the sport’s newest superstar swivels 
hips and shoulders and with smooth, awesome vio- 
lence sends the ball soaring at a speed of 177 miles 
per hour. The css television camera follows the ball 
hundreds of yards down the fair- 
way until it lands, and then the di- 
rector cuts back to Mr Woods. An 
audience of 10m in America, and 
370m more around the world, sees 
not just Mr Wood’s smiling face 
but also the Nike "swoosh"—the 
company’s distinctive symbol—on 
his cap and shirt. 

Brand-imaging and advertis- 
ing by stealth? Of course. Today, 
sport is unashamedly, even exuber- 
antly, big business. And yet it is 
sometimes easy to forget that this is 
a relatively recent development. 

During most of this century 


money and sport were considered wholly incom- 
patible. Athletes could not be paid for what they 
did, let alone endorse the company that made their 
clothes. In the Stockholm Olympics of 1912 Jim 
Thorpe, an American Indian, won gold medals for 
the decathlon and track-and-field pentathlon. The 
following year he was stripped of both medals 
when it was discovered that, in his youth, he had 
once been paid for playing baseball. 

The reasoning was simple: money would cor- 
rupt sport's purity, so there must be a rigid distinc- 
tion between amateur sport, played by "gentle- 
men" for the sheer love of the game, and 
professional sport. Right up until 1962 English 
cricket was divided between unpaid "gentlemen"— 
ie, those ofindependent means or with jobs outside 
the sport—and "players". They would play on the 
same teams, but have different dressing rooms. 

In the 1960s and 1970s rugby union players in 
Britain and Ireland (some of whom have since be- 
come Mr Carling’s “old farts”) had to cover any 
distinguishing marks on their boots (the authorities 
were determined not to let the three diagonal 
stripes of Germany's Adidas company show 
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Tiger and his million-dollar swing 


through). Only in 1996, when rugby union became 
openly professional, did it become possible for 
players to switch back and forth between rugby 
union and rugby league, a professional code 
founded in 1985 by clubs that wanted to compen- 
sate their players for the time they had to take from 
other jobs to play the game. Self-confessed profes- 
sionals were not welcome in tennis until 1968, 
when the sport declared itself *open". 

Today amateurism is dead, and the sporting au- 
thorities, no matter what the sport, sing a different 
tune. No longer is money thought to corrupt. In- 
stead, it has become every sport's life-blood. Its 
transfusions not only make thousands of sports- 
men and women rich beyond the dreams of their 
predecessors (and most of the rest of us), but they 
also pay for training facilities, modern stadiums, 
full-time coaching and efficient administration. 

For some tastes, the authorities sing their new 
message a mite too loudly. Partly it is a matter of 
substance: the award of contracts to those who 
lobby most expensively. For example Yoshiaki 
Tsutsumi, perhaps Japan's richest property tycoon, 
secured this year's Winter Olympics for Nagano al- 
most single-handedly. Partly it is a matter of style, 
with Anglo-Saxon observers especially ever-ready to 
suspect the motives of the Latin bosses who run 
much of world sport. 

The fascist past, for example, of Spain's Juan 
Antonio Samaranch, president of the International 
Olympic Committee, has been well documented, 
not least by Andrew Jennings in his book "The New 
Lords of the Rings" (Pocket Books, £6.99). Other ob- 
jects of Anglo-Saxon suspicion are Primo Nebiolo, a 
Milanese construction magnate who has been head 
of the International Amateur Athletics Federation 
for almost two decades, and Joao Havelange, a Bra- 
zilian millionaire (and one-time Olympic swim- 
mer and water-polo player) who has been president 
since 1974 of FIFA, the governing body for world 
soccer. Such men, say their critics, have simply put 
their sports up for sale to the highest bidder—and 
grown powerful in the process. 

Up to a point, yes. At the Paris headquarters of 
France 98, just across the Seine from the Eiffel 
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Tower, the press department reels off the figures for 
TV rights and commercial sponsorship with un- 
ashamed glee. Count up each day's rv audience and 
there will be an “accumulated audience" of 37 bil- 
lion (“That means twice as many as the Olympic 
Games," crows one official brochure). There will be 
45 "official World Cup commercial partners": they 
range from sponsors such as Adidas, Anheuser- 
Busch, Canon and Coca-Coca, with the right to pro- 
mote themselves in conjunction with the World 
Cup, to "official suppliers" such as France Télécom 
and Hewlett-Packard. 

Meanwhile, the Tv rights for France 98 were 
sold by FIFA long ago: in a contract signed in 1987 
the mainly public broadcasters who belong to the 
European Broadcasting Union (EBU) bought the 
rights to the three World Cups from 1990 to 1998 for 
$344m. That now seems a derisory amount: for the 
next three World Cups Germany's Kirch group, in 
conjunction with FIFA’s Swiss-based marketing 
agency ISL, has agreed to pay $2.2 billion for the 
right to show the games outside America. 


Doing the arithmetic 


Such a sum may sound colossal. But the investment 
will probably pay off. For most thriving sports, TV 
rights are now at the centre of a profitable business 
network which includes, and benefits, every part of 
the sporting world—the players and their agents; 
the event and its organisers; the television compa- 
nies and their viewers; the sponsors and the ad- 
vertisers. It may seem a long way from a sweaty 
locker room, but all these people and businesses to- 
gether form an ever-more profitable commercial 
symbiosis. Accountants, entrepreneurs and sales- 
men are at least as responsible as athletes for its 
Success. 

Mark McCormack, for example, has built a busi- 
ness empire combining all these different elements 
together more skilfully than anyone else. His pri- 
vately held IMG company, founded in the early 
1960s in Cleveland, Ohio, represents some of the 
best athletes in golf, tennis, skiing and motorsport. 
It owns the tennis academy in Florida that carries 
the name of Nick Bollettieri; it is financing the 
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development of basketball in China; it provided 
the financing guarantees to launch the men’s pro- 
fessional tennis tour, and helped bail out the wom- 
en’s tour; it owns tennis and golf tournaments 
around the world, and even an annual cricket event 
between India and Pakistan that takes place in To- 
ronto. Its television division, Trans World Interna- 
tional, is the largest independent producer and dis- 
tributor of sports programming in the world, 
covering everything from tennis at Wimbledon to 
the Whitbread round-the-world yacht race. 

All this started on a handshake with Arnold 
Palmer, a golfing friend of Mr McCormack. At the 
time Mr Palmer was earning a pittance in endorse- 
ments (in 1959 Heinz, for example, paid him $500 
and all the ketchup he could use). It is thanks to IMG 
that almost 40 years later he still ranks so high on 
the Forbes list of sporting incomes. And it is thanks 
to IMG that Tiger Woods carries the Nike swoosh 
and testifies in Tv commercials to the benefits of 
American Express. When it comes to turning the 
sporting efforts into rivers of cash, no one does it 
better than IMG. 

But others do pretty well too. There is, after all, 
no mystery to the process. ISL (which is partly 
owned by Japan's Dentsu advertising agency) calcu- 
lates that Coca-Cola's role as a sponsor ofthe Winter 
Olympics in Lillehammer in 1994 raised Coke's do- 
mestic sales by 20%, equal to $170m a month. No 
wonder Nike is so keen to put its swoosh on every 
athlete who moves, from Pete Sampras and Andre 
Agassi to Ronaldo and the entire Brazilian soccer 
team. And no wonder Reebok fights back by spon- 
soring Michael Chang and Venus Williams in ten- 
nis or, in English soccer, the Liverpool team, Ryan 
Giggs of Manchester United, and the stadium in 
which Bolton Wanderers play. 

As with the apparel companies, so with the Tv 
companies. Last January the CBs network agreed to 
pay $500m a year, beginning next season, for the 
right to show the games of one of the two divisions 
("conferences") of America's Na- 
tional Football League (NFL); Ru- 
pert Murdoch's Fox network kept 
the rights to the other division with 
a bid of $550m a year. ABC, another 
network, agreed to pay $4.4 billion 
over eight years to keep broadcast- 
ing Monday night games; and 
ESPN (like ABC, a Walt Disney sub- 
sidiary) put up $4.8 billion over 
eight years for exclusive NFL cable 
rights. 

Put all the deals together and 
the NFL, which had received $4.38 
billion for a four-year contract end- 
ing this season, will get between 
$17.6 billion and $18 billion over 
the next eight years—and with an 
option to reopen the contracts after 
five years if it thinks it can get more. 
The nec television network, which 
will be left out in the cold after 33 
years of showing professional foot- 
ball, is arguing that the amounts 
being paid by its rival broadcasters 
are absurd. 

Maybe. With so much money 
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involved, the other networks' bean counters may 
have miscalculated. More likely NBC's claim is just 
sour grapes. The network's football coverage for the 
past four years has been costing it a “mere” $217m a 
year—and it was willing to bid twice that much. 
Like the others, NBC is well aware that the 
arithmetic goes beyond sport. 

Rupert Murdoch, probably the world's most 
powerful media mogul (and certainly its most ubiq- 
uitous), believes that sport *absolutely overpowers" 
all other programming as an incentive for viewers 
to subscribe to cable and satellite Tv. As he told his 
own shareholders in a 1996 message: "We intend 
to... use sports as a battering ram and a lead-offer- 
ing in all our pay-television operations." 

Quite so. After a sickly start in 1989—why pay for 
a satellite dish if what you want is available “free to 
air" from the British Broadcasting Corporation or 
existing commercial channels?—Mr Murdoch's 
BSkyB has become Europe's most profitable Tv 
company by outbidding public-broadcasting chan- 
nels for the rights to show sport, in particular Eng- 
lish soccer and, outside England, test-match cricket 
(valuable for the Indian audience Mr Murdoch 
reaches through his Hong Kong-based Star Tv). 

English soccers Premier League, so popular 
around the world that fans in South-East Asia stay 
up till dawn to watch live matches, luxuriates in a 
four-year contract with BSkyB worth £670m ($1 bil- 
lion). So too does the English Rugby Football 
Union, having accepted £87.5m in return for grant- 
ing BSkyB exclusive rights to televise England's 
home matches and English club rugby live from 
this past season until the 2001-02 season. 

What Mr Murdoch first did with BSkyB he has 
since done with Fox as well, paying $1.58 billion in 
1994 to wrest a four-year broadcasting contract for 
the National Football Conference (the other NFL di- 
vision is the American Football Conference) from 
CBS. The contract gave Mr Murdoch's new network 
instant credibility, with local affiliated stations as 
well as fans. These stations can raise their advertis- 
ing rates ifthey transmit a network programme that 
attracts a bigger audience. As the president of Fox 
Sports puts it: "Football is the defining point ofany 
network, and the Nrc is the crown jewel." 

That is why this year cBs paid so much to get 
back into the NFL fray, albeit with the American 
Football Conference, which is slightly less attractive 
to advertisers than the half of the NFL which Fox 
broadcasts. Despite its sniffy dismissal of the sums 
paid by cBs and Mr Murdoch, NBC is privately wor- 
ried by its exclusion. Most sporting events may not 
make money in themselves for the networks (only 
the NFL's annual Superbowl championship and 
American baseball's World Series can be relied on 
to do that). But the point is that once viewers have 
switched on to one channel, they are less likely to 
switch to another. As Mr Murdoch has always 
known, sport is TV's best loss-leader. 


Greed and its consequences 


Nevertheless, can sport keep expanding like this 
forever, producing ever bigger salaries for the play- 
ers, ever bigger audiences for the advertisers, ever 
more lucrative sponsorship and Tv rights for the 
sporting authorities? At some point the answer 
must be no. But in the meantime sport still has 
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plenty of ways and means to grow. Its recent boom 
shows no sign of leading to bust anytime soon. 

This is all the more remarkable because the 
boom in revenues has been so staggering. Boris 
Bergant, the Slovenian vice-chairman of the Euro- 
pean Broadcasting Union's TV committee, calcu- 
lates that the amount the EBU has agreed to pay for 
the Tv rights to soccer's European Cup in 2000 will 
be 43 times (admittedly in nominal terms) what it 
paid in 1980. As for the Olympics, the EBU paid 40 
times what it paid for the Moscow games in 1980 to 
broadcast the Atlanta games in 1996 and will pay 
77 times what it paid in 1980 for the rights to the 
games in 2008 (the site is yet to be chosen). "There 
are no goods or services in the world," complains 
Mr Bergant, "for which the prices shot up that high 
in such a short time.” 

Doubtless there is some war-ravaged third- 
world country to prove him wrong, but one can see 
his point. The question is whether it is a misleading 
one. The sports which now benefit so much from 
Mr Murdoch and his peers will argue that the EBU's 
members were for years able to pay too little, ex- 
ploiting what amounted to an actual or quasi-mo- 
nopoly. When in 1948 the BBC became the first com- 
pany to pay the International Olympic Committee 
for the right to televise the games, it paid a mere 
£1,000 (or $30,000 in today's money). By contrast, 
the global tv rights for the Atlanta games of 1996 
were worth $895m, and the rights for the Sydney 
games in 2000 have so far been sold for $1.3 billion. 

The difference, of course, is television. In 1948 
television was in its infancy: few people had televi- 
sion sets; the London games could be transmitted 
only to a domestic audience; and the state-owned 
BBC was Britain's only broadcaster. Today, in most 
developed countries the public broadcasters have 
lost their monopolies and the number of commer- 
cial channels multiplies by the year. 

If it seems peculiar that the American networks 
offer higher bids to secure Tv rights even as their 
share of the Tv audience falls, the simple explana- 
tion is that the higher bids reflect the price they have 
to pay to stave off competition from an increasing 
number of cable channels. Their worry is that they 
will have to pay even more once digital broadcast- 
ing, which is about to emerge in America and Eu- 
rope and which will be able to deliver around 200 
channels to a subscriber, joins the fray. 

All ofthis has the sporting authorities salivating. 
Several of the 20 clubs in the English Premier 
League are toying with the idea of by-passing BSkyB, 
which can showcase only a couple of games on a 
given day. Why not, the clubs ask, use satellite or 
cable technology to show any individual club’s 
game to any viewer willing to pay for the privilege, 
be it through a pay-per-game subscription or a TV 
“season ticket”? Indeed, maybe the clubs should set 
up their own Tv network. 

It is a tempting thought, but perhaps it smacks 
of hubris. For the moment the Premier League ap- 
pears in rude health: attendances are at more than 
9096 of capacity; TV revenues are enormous; and 
clubs such as Manchester United, Chelsea and Tot- 
tenham Hotspur became instant hits with investors 
when listing themselves on the London stockmark- 
et, although some soccer shares have since fallen. 

But clubs should not take success for granted. To 
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retain the loyalty of fans and shareholders, they 
must win on the field—which means they have to 
spend heavily first to buy players and then to pay 
them. In the process the fans are asked to pay higher 
prices both for their tickets (a typical season ticket 
for Chelsea next year will cost £545) and for the 
"replica" clothes and other gear they imagine will 
make them look like their idols (Manchester United 
gets a third of its income from such sales). 

There are two dangers in all of this. One is that 
the highly paid players will not come up to expecta- 
tions, in which case not only will the fans be an- 
noyed but the club's share of rv revenue will fall. 
The other is that the players will indeed do as well 
as expected—which will only widen the gap be- 
tween the elite clubs and the also-rans, to the detri- 
ment of the sport as a whole. Already the Premier 
League accounts for two-thirds of English soccer's 
revenues, and the three divisions beneath the Pre- 
mier League all make operating losses. 

One answer, of course, would be for the clubs to 
imitate the "draft" system that operates in Ameri- 
can sports, where the bottom team at the end of a 
season gets the first pick of the athletes graduating 
from college. The insurmountable problem, how- 
ever, is that Europe has no tradition of college ath- 
letics. A second answer would be to redistribute the 
income from tv—which would please the poor, los- 
ing clubs but not the rich, winning ones. A third 
answer, favoured by the winning clubs because of 
the extra Tv money involved, would be to have a 
Europe-wide "super league" (a European Champi- 
ons League has existed since 1994). 

But whatever the answer, one thing is sure, in 
soccer and in other sports: Europe's politicians will 
get involved. Sport, they will declare, belongs to the 
people—and they are the people's representatives. 
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When sport is 
business, who 
should control it? 





Setting the rules 


N AN elegant office in the Palazzo Torlonia, just a 
block or two from Rome's Spanish Steps, Primo 
Nebiolo is surfing through paperwork and meet- 
ings. Yesterday he was in Lausanne, Switzerland; to- 
morrow he will be somewhere in Eastern Europe. 
The globe-trotting duties of the 74-year-old Italian, 
member of the International Olympic Committee 
and president of the decidedly professional Inter- 
national Amateur Athletics Federation, are con- 
stant. Suddenly he leans forward. "The world has 
an order. The world has a discipline. We have tried 
in sport for centuries to create a certain structure. If 
we want to exaggerate democracy, we'll have chaos." 
Is this some flight of fancy, soaring at a tangent 
from the normal controversies of sport? Not at all. It 
is all about the business of sport and the power of 
those who run it. Mr Nebiolo's trip to Lausanne on 
March 24th was for a special meeting chaired by 
Juan Antonio Samaranch, the 10c’s president, and 
attended by the organisers of a dozen sports, from 
soccer and motor-racing to volleyball and skiing. 
Also there, representing some 117 companies in 79 
countries that televise those sports, was Jean-Ber- 
nard Munch, secretary-general 
of the European Broadcasting 
Union. What brought them to- 
gether was a common fear of 
the European Commission in 
Brussels. And what Mr Nebiolo 
was trying to say in his round- 
about way was: the politicians 
should stay out of our business. 
Sport's top officials are right 
to be worried. The European 
Commission applies the law of 
the 15-nation European Union, 
and that law is not to be trifled 
with. Three years ago, for exam-, 
ple, the European Court of Jus- 
tice ruled in favour of Jean- 
Marc Bosman, a Belgian soccer 
player who had complained 
thatin 1990 he had been unable 
to move to a club in France be- 
cause his Belgian club, Liége, 
was demanding too high a 
transfer fee—even though his 
contract with Liége had ended. 
To the dismay of FIFA and its European counter- 
part, UEFA, the court ruled that Mr Bosman had 
been denied his right under article 48 of the Eu's 
founding treaty to move freely for work. At a stroke, 
therefore, a key part of soccer's international-trans- 
fer system—and by implication the system for do- 
mestic transfers, too—was illegal: a club could not 
demand a fee for an out-of-contract player as “com- 
pensation” for having trained and improved that 
player. Small clubs, which survived by taking young 
players and selling them to big clubs, were aghast. 
Big clubs realised that, as assets on their balance 
sheets, their players were no longer nearly as valu- 
able. Moreover, the court ruled that UEFA’s rule re- 
stricting the number of foreign players in a team 





The face of Formula One 


was also illegal for all but national teams. 

Soccer has learned to live with article 48 (one 
solution for small clubs is to give players longer 
contracts so that they can be transferred—for a fee— 
while still under contract). But for soccer and other 
sports the greater worry is surely article 85, govern- 
ing competition. 


Virtual, or virtuous, monopolies? 


Most big businesses have physical assets—build- 
ings, factories, machinery and so on. Or they have 
“human assets”, the creative personnel of the ad- 
vertising industry, for example, or the fast-thinking 
adrenaline-junkies of the stockbroking companies. 
Sporting organisations are different: apart from a 
few office buildings (plus a museum, in the case of 
the 10C) and a few administrators, their assets are 
symbolic and intangible. The 10c has its Olympic 
Rings—the most recognised symbol in the world, it 
claims. The "properties" of England's Football Asso- 
ciation are its competitions: for example the FA Cup 
and the rA Charity Shield—both sponsored by 
Littlewoods, a company that organises a cheap and 
simple form of gambling on 
each week's soccer results. The 
properties of Mr Nebiolo are a 
series of athletics meetings that 
have brought wealth and fame 
to athletes like America's 400- 
metre champion, Michael 
Johnson, or the Ukrainian pole- 
vaulter Sergei Bubka. It is how 
the sporting organisations pre- 
serve the value of those proper- 
ties that worries the European 
Commission. 

Take as an example the con- 
trol of Formula One by its gov- 
erning body, the Fédération 
Internationale de l'Automobile 
(FIA). In its way Formula One, 
with 16 or 17 "Grand Prix" races 
a year around the world, is the 
most glittering example of what 
skilful marketing can achieve 
for a sport. At the typical grand 
prix, a score of near-identical 
cars, their drivers hidden behind the visors of near- 
identical helmets, race for a couple of hours around 
a track which, for most of its length, is out of sight of 
most of the spectators. The lead rarely changes and 
halfthe cars are likely to drop out through mechani- 
cal failure. It is not even—to the disappointment of 
those with a taste for the gruesome—particularly 
dangerous: tracks have been made safer and cars 
have been made slower so that now only one in ev- 
ery 300 accidents is either serious or fatal, com- 
pared with one in every ten in the 1950s and '60s. 

Yet somehow Formula One has become—to the 
delight ofthe tobacco companies that sponsor most 
of the teams—the world's most popular sport, at 
least by its own peculiar measure of television view- 
ing. Last year, there were 5.5 billion viewers for the 
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races themselves; 1.1 billion for the qualifying ses- 
sions; 4.1 billion for race-previews and 40 billion 
for news items on Formula One. 

Suspicious Eurocrats claim Formula One’s 
popularity, and its dominance of motor racing, has 
been achieved and is being preserved by foul 
means as well as fair. For example, the FIA sets the 
rules for Formula One, determines its calendar— 
and refuses to allow Formula One teams to race in 
competing events or to allow Grand Prix circuits to 
stage such events. 

Moreover, the FIA in 1996 handed the market- 
ing of Formula One rv rights for a period of 14 years 
to companies owned by Bernie Ecclestone, the FIA’s 
vice-president for marketing. Mr Ecclestone is also 
the president of the Formula One Constructors' 
Association, which represents the racing teams 
themselves, and has plans to add to his consider- 
able wealth by somehow floating Formula One on 
the stockmarket. Mr Ecclestone offers a 33% dis- 
count to broadcasters who agree not to show other 
"open wheeler racing"—which is doubtless why 
America's IndyCar series gets relatively little expo- 
sure outside the United States. Does not all this, the 
commission wonders, amount to restraint of trade 
and abuse of dominant position? 

Quite possibly, and it is not just Formula One 
that is attracting the commission's attention. Why 
should Mr Nebiolo be able to ban from his athletics 
circuit athletes who want to compete in someone 
else's event? Is it right that organisations such as 
FIFA and the 10C should sell exclusive broadcasting 
rights to a series of successive World Cups or Olym- 
pics? Or that they and other international federa- 
tions should be made up of member associations 
which enjoy a monopoly in their own countries? 

An exasperated Mr Nebiolo protests that sport 
cannot be treated simply as an economic entity; it is 
much more than that, and, in any case, his organisa- 
tion, representing 209 countries, is "responsible for 
the whole world. The European Union is just 15. We 
can't change our rules for 15 countries." 


Living with the law 

In which case he and his sporting peers will have to 
find enough “balancing benefits" to secure the 
law's forgiveness. A new technology such as digital 
TV, for example, might well be a boon to sport and 
public alike but would probably need a long-term 
contract in order to establish itself(in 1988 the com- 
mission approved a five-year contract which gave 
BSkyB and the Bac exclusive rights to show English 
soccer live precisely in order to allow BSkyB to es- 
tablish itself in satellite broadcasting). 

Meanwhile, FIFA can persuasively argue that its 
World Cup contracts for 2002 and 2006 are indeed 
in the public interest: pay-per-view is excluded, and 
rights for all African channels outside South Africa 
will be free. So, too, with the 10C True, as long ago as 
1995, one year before the Atlanta Olympics, it had 
pre-sold the Tv rights for the following three sets of 
games, through to 2008. But in return, athletic fed- 
erations throughout the world get a secure slice of a 
bigger revenue-cake. Moreover, the 10C sells Tv 
rights only to companies which—unlike Mr Mur- 
doch's sSkys—will broadcast the games to a na- 
tional audience free of charge. 

The underlying truth, however, is that when 
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sport involves business there can never be an en- 
tirely easy relationship with political authority. 
One ofthe 12 official sponsors of France 98 is Amer- 
icas Anheuser-Busch, the world's largest brewer 
and the maker of Budweiser. But its plans to spread 
the Budweiser name to the biggest Tv audience of 
the year have been dashed. A French law passed in 
1991 bans the advertising of tobacco and alcohol at 
sporting events, and rumours ofa political fudge to 
exempt the World Cup stadiums came to nothing. 
The unfortunate Anheuser-Busch has had to make 
the best of its investment by selling its advertising 
boards (the placards at the edge of the pitch) to Ja- 
pan's Casio Computer. 

Soccer, of course, does not depend for its finan- 
cial health on advertisements for alcohol and to- 
bacco. But what of Formula One, where cars and 
drivers are festooned with the logos of the cigarette 
makers, or snooker, a staple of late-night British tele- 
vision and a favourite of the tobacco industry? The 
European Union is proposing that sport should 
wean itself from tobacco sponsorship by October 
2006. If Formula One cannot meet that deadline, it 
will presumably have to move the seven races it 
now holds in the Eu elsewhere—probably to to- 
bacco-friendly Asia. Meanwhile, the FIA is saying 
that it might eschew all tobacco sponsorship as 
early as 2002, but only if a direct link with an in- 
crease in smoking (as opposed to a switch in brands 
by existing smokers) can be shown. 

In the end, sport's best weapon as it tries to sat- 
isfy the competing demands of business and poli- 
tics is its popularity. As long ago as 1922 the United 
States Supreme Court exempted baseball from the 
nation's antitrust laws, eccentrically ruling that the 
sport was not "interstate commerce". In the 1950s 
this exemption allowed American teams to ban 
players who had signed with a new Mexican league. 

Other American sports are not exempted—but 
by an act of Congress all sports leagues are exempt 
from antitrust action when they negotiate their tele- 
vision deals. Moreover, when agreements are 
reached in free collective bargaining between play- 
ers’ unions and sporting authorities, these agree- 
ments too are exempt from antitrust. As the Euro- 
pean Commission, in the aftermath of the Bosman 
ruling, has pointed out to Europe's soccer organisa- 
tions, that approach would be legal in Europe too, if 
soccer's bosses chose to pursue it. 

————— Os ————————aDa—ÉmÓÓ———À]7À— 
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Ideals need to be 
made real 





Putting their heads together 





Winning the future 


HREE years ago South Africa’s President Nelson 

Mandela donned the green team shirt of the 
Springboks and awarded the rugby World Cup to 
Francois Pienaar, the team’s personable captain. To 
a rapturous crowd the significance was obvious: 
rugby was no longer for whites only, and for the 
Dutch-descended Afrikaners in particular. After 
years of sporting exile, its apartheid-era teams 
shunned by the rest of the world, sports-mad South 
Africa could be truly united and so welcomed by 
the world of sport as the “rainbow nation”. 

And today? Mr Pienaar, no longer acceptable to 
the Springbok management, is playing club rugby 
in England and Mr Mandela is at loggerheads with 
the country’s rugby establishment. After the govern- 
ment announced an independent inquiry into 
allegations of corruption and continued racism 
within the South African Rugby Foot- 
ball Union, Louis Luyt, SARFU's Afrika- 
ner president, retaliated by compel- 
lind Mr Mandela to justify the 
decision in court. That in turn led last 
month to a call by the country's Na- 
tional Sports Council for an interna- 
tional boycott of South African rugby. 

In other words, South Africa's gov- 
ernment had disowned the national 
team. Could it really be true after so 
long a history of sporting isolation— 
following the 1960 games South Africa 
was banned from the Olympics until 
1992, and was banned from official in- 
ternational cricket from 1970 to 1991— 
that one of the nation's main sports 
was wilfully flirting once more with 
ostracism? As Steve Tshwete, the min- 
ister of sport, says: "Sport should be 
playing a role of reconciliation." 

So it should. But sport is also about 
identity—and all too often identity is 
about race. In South Africa the games of the white 
minority have always been rugby and cricket; for 
blacks and “coloureds” the main sport was soccer. 

In the end Mr Luyt backed down, announcing 
his resignation. Will his departure redeem rugby’s 
reputation? Perhaps not: in the court of public 
opinion rugby had already been found guilty. By 
contrast cricket has been declared innocent: white 
test-match players give well-publicised coaching 
clinics in the black townships and Ali Bacher, the 
last captain of the apartheid era and now managing 
director of the United Cricket Board of South Af- 
rica, talks of harnessing untapped black talent (20- 
year-old Makhaya Ntini has in the past season be- 
come the test side’s first black fast-bowler). 


Unlevel playing fields 


Obviously, South Africa is something of a special 
case. No other country has ever had the same need 
to dismantle institutionalised racism in sport—ex- 
cept, ironically, America. Mainstream baseball, for 
example, did not become integrated until after 
1947, when Jackie Robinson was called up by the 


Brooklyn Dodgers. Even today sports such as ice 
hockey, tennis, skiing and lacrosse are overwhelm- 
ing white, not as a result of official discrimination 
but because of history and culture. Conversely most 
of America's top basketball and football players are 
black—80% of those in the National Basketball 
Association and 69% of those in the National Foot- 
ball League. 

The question is: how much does this link be- 
tween race and sport really matter—not just socially 
or culturally, but commercially as well? 

In English soccer some fans used to delight in 
chanting abuse at black players, which is one rea- 
son why there are so few black spectators. Yet some 
black players, such as Arsenal's effervescent lan 
Wright, are favourites of most crowds they play be- 
fore. Meanwhile in America, football and basket- 
ball, both dominated by black players, clearly tran- 
scend the country’s racial divisions. Most spectators 
are, like the nation's overall population, white. 

It is tempting, therefore, to dismiss the recent 
travails of South African rugby as an aberration, 
and argue that perceptions of race in sport are ei- 
ther irrelevant or, paradoxically, helpful. For exam- 
ple, it is clearly good for the sport of tennis that 
America's Michael Chang is so popular in Asia. And 
the golfing establishment unashamedly delights in 


the success of Tiger Woods, a genetic cocktail of | 


black, Asian and American Indian who can take 
white-dominated golf—and its clothing and equip- 
ment—to new audiences without alienating its ex- 
isting white fans. 

Despite these examples, there are those—both 
within sport and outside it—who claim that race 
does matter. Youngsters participate in a sport or 
watch it because they entertain a hope of emulating 
that sport’s heroes, they argue. When that hope 
fades with adulthood, there remains an emotional 
bond with the sport and a vicarious enjoyment of 
its skills. The ethnic identities of Michael Chang 
and Tiger Woods may help to spread the reach of 
their sports (and their sponsors), but in a rich world 
that is predominantly white, the argument goes, the 
appeal of basketball or athletics (where blacks dom- 
inate both sprinting and distance-running) could 
weaken if they are seen as the preserve of a minority 
race. White children in America will see greater 
opportunities in "white" sports (hence soccer's 
steadily growing popularity among school chil- 
dren) and over time the sponsors and Tv networks 
will follow suit. Once basketball or athletics loses its 
TV coverage, it will lose its rewards. 


Universal appeal 

Or so pessimists, eager to spot the rain clouds, will 
speculate. This survey, however, sees a horizon that 
is far rosier. Sport, as it has for a century, will con- 
tinue to grow in popularity. It will also continue to 
submerge racial or cultural barriers, not strengthen 
them. One reason for this optimistic view is simple 
economics: the world is getting both richer and, in 
terms of communications, smaller. As a country de- 
velops, so its people acquire both leisure-time and 
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the means to enjoy it. East Asians now play and 
watch sport in numbers that were inconceivable 
even one generation ago. American basketball is 
broadcast in 18 Asian countries, with commentary 
in 16 different languages. English soccer has just as 
wide an audience there. Where Asia leads, Africa 
and the rest of the developing world will follow. 

A second reason for optimism is technological. 
As digital Tv becomes common, it will need pro- 
grammes to fill its plethora of channels—and sport 
is the obvious filler. Moreover, digital Tv will enable 
sport to sell itself and its sponsors to viewers in new 
ways. Viewers will be able to switch between follow- 
ing one grand prix car or another, or between aerial 
shots and track-level ones. In tennis, a viewer will 
be able to choose from which end of the court to 
watch. The accessibility and dazzling tricks offered 
by new technologies will make sport more alluring 
than ever, lessening the latent prejudices of race 
and culture. 

But the greatest justification for believing in 
sport's rosy future is that it has yet to strike a deep 
chord for almost half the world's population. As 
that great feminist Mao Zedong once remarked, 
"Women hold up half the sky." Yet their presence in 
sport, as participants or as spectators, is relatively 
trivial (hence their glaring omission from this sur- 
vey so far). 

Some will speculate that the aggressive compe- 
tition of sports is alien to women. Many women, of 
course, will scoff at this (as will plenty of men). But 
even most of those women who prefer to cling to 
the belief that aggression and competition are pre- 
eminently male virtues (or vices) like a good specta- 
cle, and are able to share in the sheer joy of excelling. 
The biggest reasons why women have not played a 
bigger role in sport, as competitors or spectators, 
have been tradition and prejudice. Women were 
not allowed into the Olympic Games until 1928; 
they were not allowed to run Olympic marathons 
until 1984 in Los Angeles; and they have yet to be 
allowed to pole-vault at the Olympics. 

The discrimination is still widespread. In many 
Muslim countries girls have no sports to play at 
school, and certainly not in the figure-revealing 
sports clothes that are normal in the West. Only last 
month did Qatar allow women even to be 
spectators at an athletics meeting. Mean- 
while, in the developed world, England 
has some ofthe world's best women crick- 
eters, but the MCC, guardian of the rules of 
cricket, has yet to admit women as mem- 
bers or even, on days when first-class 
cricket is being played, to the Long Room 
at Lord's, the headquarters of the club. 

Aggravating this prejudice is the dif- 
ference in physical strength. In virtually 
all sports, from marathon running to 
yachting, women perform less well than 
men. The result is that instead of women's 
sports being regarded as different—yet 
worthy of watching in their own right— 
they are often considered inferior. 
Merlene Ottey, for example, is one of Ja- 
maica's foremost athletes, but she com- 
plains that, whereas the male athletics 
championship in Jamaica is packed with 
spectators, "the girls championship is a 
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wash-out: no public, no press." 

The same is true of tennis. The standard of top 
women's tennis is excellent, with contests often 
more entertaining than the monotonous power 
tennis of the men. But the women's tour attracts 
smaller crowds and so offers smaller rewards. Steffi 
Graf, the most dominant female player for most of 
the past decade, has won just over $20m in her ca- 
reer. By contrast Pete Sampras, two years younger 
and somewhat less dominant on the men's tour, 
has won over $32m. 

Will these gender gaps eventually disappear? 
Possibly not, but they will certainly narrow. One 
reason in America is the law: “title 9" of the Educa- 
tion Acts Amendments passed in 1972 outlaws 
discrimination by sex in federally funded schools, 
including in their sports programmes. Before title 9 
some 300,000 girls played interscholastic sports in 
America; today they number around 2.25m. But à 
second reason far more important than any law, in 
America and elsewhere, is that for sponsors and 
sports promoters alike women are the next market, 
one which is huge, barely exploited and—if prop- 
erly developed—is as likely as the men's to be both 
loyal and profitable. 

Solet us not worry over much about the flaws in 
the world of sport: drug-taking in athletics; the 
greed of entrepreneurs; and the meddling of politi- 
cians and bureaucrats. Sport will survive them all, 
and continue to thrive. The boorish misbehaviour 
in American basketball (Latrell Sprewell of the 
Golden State Warriors tried to choke his coach) or 
pockets of hooliganism in European and Latin 
American soccer are unfortunate, but they are mi- 
nor concerns compared to the thrills and joys 
which basketball and soccer bring to tens of mil- 
lions each year. And let us not regret too much the 
supposed passing of the Corinthian spirit of fair 
play. A fair amount of that still exists today. And 
cheating was pretty common in the ancient Olym- 
pics, too. 

Instead, let us accept that sport reflects the hu- 
man condition and praise its diversity, energy and 
potential. As Damon Runyan wrote, mangling Ec- 
clesiastes, "The race is not always to the swift, nor 
the battle to the strong—but that's the way to bet." 
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Sport's future 








Starting June 19 
when you call Italy 
just add a zero. 





What number is easier to remember than zero? 

Starting on June 19, when you call Italy, just add a zero to 
the area code. So, for example, from that date on, if you 
want to call Milan, +39 2 5555555 will become +39 025555555. 

Nothing could be simpler! 


+39 [25555555 


The Italian telephone system has chosen this way to celebrate 
its entry into Europe, in line with the Community Directive 
on the liberalization of the telecommunications market. 

From June 19 on, if you're calling the most beautiful country 
in the world, just remember the zero! 








EEZZTELECOM 
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A test of metal 


Can Gordon Brown be the “Iron Chancellor” and still spend 
enough to satisfy the hopes of his party and the public? 


PPARENTLY, Gordon Brown rather 
likes the soubriquet “Iron Chancel- 
lor”. Once again, he is doing his best to play 
the part. On June 2nd he declared: “I am 
determined that . . . we achieve current sur- 
pluses every year for the rest of the parlia- 
ment.” He would not be diverted, he added, 
“whatever the pressures or difficulties.” 

Those pressures are growing. Until next 
March, Mr Brown’s spending is, by and 
large, fixed by his promise to stick to the 
plans of his Tory predecessor and freeze 
spending in real terms. But soon the chan- 
cellor must say what happens next. The 
Treasury is completing its “comprehensive 
spending review”, which is expected to set 
out the government's expenditure plans for 
the three years beginning next April—in ef- 
fect, the rest of this parliament. In doing his 
sums, Mr Brown is having to balance two 
different objectives. 

The first is the ceaseless upkeep of his 
iron image. Central to this is his promise to 
stick to the “golden rule”. This says that the 
government will borrow over the eco- 
nomic cycle only to finance public invest- 
ment; current expenditure will be met by 
current receipts. The second is to fulfil his 
party's promises to improve the education 
and health services. Awkwardly, however, it 
is proving hard to save money elsewhere. 
Departments that Mr Brown has his sights 
on—such as defence—are proving obdu- 
rate. The chances of cutting spending on so- 
cial security, the biggest 
claimant, are slim. 

What is more, there is a 
strong chance that, without 
extra money, things will ac- 
tually get worse in Britain's 
schools and hospitals. That 
is because the growing gap 
between pay levels in the 
public and private sectors is 
leading to serious difficul- 
ties in attracting and retain- 
ing teachers and nurses. But 
because public-sector pay 
makes up such a large pro- 
portion of government ex- 
penditure—approximately a 
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third—even a small pay rise will 
have a big impact on govern- 
ment spending. 

This year, yet again, pay 
awards to nurses, doctors and 
teachers were “phased” to save 
the government money: part of 
their pay rise came in April, 
with the rest to follow in De- 
cember. This cannot go on, say 
the public-sector unions. In the 
past few years, economic 
growth has pushed up private-sector pay 
far faster than state employees’ wages (see 
chart). On average, private-sector earnings 
rose by 6% in the year to March, and by 5.2% 
in the year before that; in both years, aver- 
age public-sector pay rose by three percent- 
age points less. 

A booming economy is often bad for 
public-sector recruitment; and the rising 
pay gap is having a predictable effect. 
Around one nurse in five is now quitting 


the profession every year, estimates Chris- = 


tine Hancock, general secretary of the Royal 
College of Nursing, the biggest nurses' 
union; five years ago, the figure was only 
one in ten. "My heart sank", she says, 
"when I read about a lot of new jobs being 
created at Gatwick airport.” These are ex- 
actly the sort of service jobs that lure nurses 
away from the wards. 

In education, the shortage of teachers 
threatens to make a mockery of Labour's 
plans to raise standards. The 
number of applicants to 
train as maths teachers, says 
John Howson of Education 
Data Surveys, has fallen by 
three-fifths in four years (see 
chart on next page). The in- 
crease in private-sector sala- 
ries in information technol- 
ogy, driven up partly by the 
dash to cure the millennium 
bug, has also enticed teach- 
ers away. The government is 
waging a high-profile televi- 
sion advertising campaign, 
featuring Mr Blair among 
others, in an effort to con- 





vince doubtful would-be teachers of the 
joys of the profession. But higher pay would 
be rather more effective. 

Against this background, no wonder 
that union leaders this week told Mr Brown 
to cast off his "Tory straitjacket". Yet Mr 
Brown may indeed have the scope for a 
Houdini-like escape, which allows him 
simultaneously to stick to his spending tar- 
gets and appease public-sector workers. 

That is because his talk of "current sur- 
plus" is less ferrous than it may sound. Past 
chancellors have measured their mettle 
against the public-sector borrowing re- 
quirement (PSBR). But the current balance 
differs from the PSBR, mainly by omitting 
spending on capital investment. So, by 
changing his yardstick to the current bal- 
ance, Mr Brown can spend more freely on 
roads, schools and hospitals, which count 
as capital items. 

More important, however, Mr Brown is 
already on course for a current surplus for 
the rest ofthe parliament. A bare surplus, in 
fact, is easily consistent with any of the pro- 
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jections in his budget report in March. 
Then, the chancellor traced three paths for 
the current balance, depending on the 
growth of public expenditure. Even when 
spending goes up fastest—by 2.25% a year in 
real terms—he projected a surplus of more 
than £18 billion ($29 billion), or 1.9% of 
GDP, in 2001-02, the last possible full fiscal 
year before a general election. 

To be sure, these calculations could eas- 
ily be upset—if, say, the economy slows 
sharply, as it did after the last time the 
state's coffers were this full, ten years ago. 
Still, if Mr Brown is now aiming only at a 
surplus, he may have more room to in- 
crease public spending than he is letting 
on. If at the completion of the review he 
says spending will rise by more than 2.25% 
a year—the biggest increase he was pre- 
pared to contemplate at the time of the 
budget—that will be a sign that he is made 
of something softer than iron. 
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Drugs and night-life 


E is for England 


The government is keen to celebrate and encourage Britain's vibrant night- 
time economy. But it also wants to crack down on drugs. A pity the two are so 


closely entangled 


pres can only get better, can 
only get better...” At their victory 
party last May, Labour politicians swayed 
awkwardly to their official campaign 
tune—apparently oblivious to the fact that 
it is a paean to the joys of a drug, ecstasy. 
The party's adoption of a dance anthem 
was a telling example of the extent to which 
ecstasy and dance-music culture have be- 
come mainstream since they first hit Brit- 
ain ten summers ago. But it also highlights 
a continuing tension between the govern- 
ment's determination to be hip and con- 
temporary, and its 1950s attitude to drugs. 

One of the few things Labour and the 
Tories could agree on at the last election 
was that Britain was cool. John Major even 
attempted to claim credit for its vibrant 
youth culture and “packed” nightclubs. 
Once politicians notice a fashion, it is usu- 
ally on the way out. Not so in the case of E£- 
culture. A recent government survey reck- 
oned that 12m 15-29-year-olds have taken 
ecstasy. Many do so in dance clubs that are 
increasingly big business. In 1993 the Hen- 
ley Centre, an economic consultancy, val- 
ued the dance-music industry at £1.8 bil- 
lion ($2.9 billion)—and plenty more clubs 
have opened since then. And the music, 
language and imagery associated with ec- 
stasy are increasingly used to sell every- 


thing from alcohol to insurance. 

Ecstasy and "house music" took off in 
the summer of 1988 when entrepreneurial 
promoters organised "acid house" parties 
around southern England. Young party-go- 
ers danced through the night, stopping 
only to hug each other and grin ecstatically. 
By 1989 they were flocking to huge outdoor 
"raves" with extravagant light shows. The 
police found it hard to prevent the parties, 
so the law was changed in 1990 to ban unli- 
censed raves. That drove house music back 
into the cities and into clubs, like London's 
warehouse-sized Ministry of Sound which 
was set up in 1991, and Manchester's Haci- 
enda. Ironically, it also pushed house mu- 
sic into the mainstream. 

Some claim that the craze for ecstasy 
contributed to the fall-off in soccer hooli- 
ganism in the early 1990s. That is debat- 
able. Its wider impact on cultural habits, 
though, is not in doubt. The tiny Spanish 
island of Ibiza now attracts over 500,000 
Britons a year, largely because it is a club- 
bing mecca. Brewers have launched stylish 
bars and new drinks like sweet, brightly col- 
oured alcopops to appeal to fashion-con- 
scious clubbers who shun beery pubs. Li- 
censing laws have been  loosened: 
Manchester and Leeds now aim to be 24- 
hour cities. And clubbing has become 
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Surprise rise 


| 
| 
| ays read the small print. That 
| seems to be the lesson for City econo- 
| mists and dealers, after the Bank of Eng- 
. land took them by surprise on June 4th, 

and raised interest rates by a quarter- 
| point, to 7.5%. In a poll of 27 economists 

by Reuters, a news agency, 25 had pre- 
| dicted no change in lending rates. Clearly 

they had been distracted by the Bank's re- 
| assurance, in the first sentence of last 
| month's Inflation Report, that underly- 
| ing inflation would stay close to its 2.5% 
| target in the near future. 

Had they read on, they would have 

. discovered the Bank's forecast that infla- 
tion will be rising quickly by early 2000: 
since the Bank believes that changes in in- 
terest rates take up to two years to show 
results, the clear implication was that 
rates should be raised now. And so they 
were. The Bank's Monetary Policy Com- 
, mittee (MPC) also pointed, in its state- 









ment announcing the rise, to two other 
factors which have swung the argument 
even more in favour of tighter monetary 
policy since its last monthly meeting: 
new figures showing a higher rate of earn- 
ings growth (4.9% in the year to February, 
compared with the 4.5% figure the Bank 
thinks is compatible with its inflation tar- 
get); and a 3% fall in the pound compared 
with what the Bank had expected in May, 
which is, in effect, a monetary loosening 
that the MPC wants to correct. 

There will be much speculation over 
who on the mrc voted to raise rates. Per- 
haps John Vickers, the Bank’s newly in- 
stalled chief economist, agreed with his 
hawkish predecessor Mervyn King, who 
still sits on the committee. Maybe Charles 
Goodhart, who switched from hawk to 
dove earlier this year, switched back. But 
the big question is whether the Bank's 
governor, Eddie George, who has recently 









opposed a rate rise, found himself on the 
losing side in the vote, or whether he 
changed his mind, or saw the way the 
meeting was going and switched sides. 
Unless there is a leak (if so, there will be 
hell to pay in Threadneedle Street) we 
shall not know until the minutes of this 
month's meeting are published in July. 
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Whistleblower 


many young people's favourite form of 
weekend entertainment. 

The most successful of the many new 
clubs is the Ministry of Sound. Owned by 
James Palumbo, son of Lord Palumbo, Min- 
istry is the world's biggest club merchandis- 
ing company, with an estimated turnover 
of over £25m ($40m) last year. It has ex- 
tended its brand to radio, a record label, a 
disc-jockey agency, clothing, a magazine, 
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and a travel company, and has plans to ex- 
pand abroad. Its influence is such that it 
ran a campaign to encourage young people 
to vote and provided a car for Peter 
Mandelson, Labours campaign master- 
mind, during the general election. 

Mainstream companies are also trying 
to capture some of the buzz of ecstasy cul- 
ture. Many products, including Tango, a 
soft drink, and Levi jeans, have used ad- 
vertisements with the psychedelic imagery 
and "mad" behaviour associated with 
drugs; even the usually staid Halifax bank 
has used a dance anthem in its advertising; 
the Post Office says it is "sorted". The British 
Tourist Authority has started promoting 
Britain's nightlife to foreigners, alongside 
its traditional fare of Anne Hathaway's cot- 
tage and Cotswold villages. 

For all dance music's cultural and com- 
mercial success, though, official attitudes 
remain equivocal. Although clubs are pro- 
moted at home and abroad, the law has 
been tightened to attack drug-taking in 
clubs—which is the root of much of their 
success. Most recently, the new government 
ensured that a private-member’s bill, which 
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allows the police to shut down clubs where 
drug-taking is suspected, reached the stat- 
ute book. The authorities have noted the 
use of druggie imagery in advertising and 
are worried. This week a government advi- 
sory committee on drugs gave warning that 
the young people attracted by the advertis- 
ing for alcopops were precisely the same 
group of people who might be tempted to 
try drugs. 

But with the taking of ecstasy so en- 
trenched in youth culture, the govern- 
ment's dire warnings about its effects carry 
little credibility. There have been some 
deaths associated with ecstasy use—and the 
long-term risks of prolonged use are un- 
known. But few clubbers fit the stereotype 
of a frazzled junkie. Indeed, ever since the 
first acid-house parties, it has been evident 
that ecstasy culture has a distinctly entre- 
preneurial edge. Heaven, one of the pio- 
neering house clubs, is owned by Richard 
Branson. And the Ministry of Sound, al- 
ready packed with teenagers from all over 
Europe, may soon become a leading ex- 
porter of the much-hyped Cool Britannia. 








. When Geri met Gazza 


| ARTHQUAKES, nuclear tests, political 
| reshuffles. Never mind all that: for 

most people in Britain this week the real 
news was about Gazza and Ginger Spice. 
In one spectacular weekend England's 
most famous footballer—Paul Gas- 
coigne—was unexpectedly dropped from 
the national side, and the country's most 
successful pop group, the Spice Girls, 
parted company with its best-known 
member, Geri Halliwell. 

Both the English football team and 
the Spice Girls are working towards the 
same day of destiny—June 15th, when 
England play their first game in the 
World Cup and the Spice Girls start their 
biggest-ever tour of America. For their 
fans the question in both cases was the 
same—can the boys do it without Gazza, 
and can the girls cope without Geri? 

The press, which loves nothing better 
than a bout of sententious 
moralising and celebrity- 
baiting, is treating both sto- 
ries in much the same way. 
Ginger Spice, opined one 
columnist in the Daily 
Mail, is a “young woman 
bent on extraordinary self- 
destruction" On the back, 
front and middle pages, 
hack after hack was saying 
much the same about Gazza. 
Richard Littlejohn, the Sun's 
star columnist, raged that 











the increasingly portly Mr 
Gascoigne is now "a gro- 
tesque parody of his for- 
mer self" whose "fashion 
sense is that of a mental 
hospital inmate given the 
freedom of the dressing- 
up box". 

But something more 
than coincidental timing 
and press frenzy links 
Gazza and Geri. In 
celebrityland everybody 
is connected. Gazza’s fate may have been 
sealed by a couple of high-profile nights 
out with Chris Evans, a disc jockey, 
shortly before the World Cup squad as- 
sembled. On one evening he was photo- 
graphed reeling drunkenly out of a trendy 
restaurant; a couple of days later he was 
snapped in Soho, scoffing a late-night ke- 
bab, again with Mr Evans. 

Strangely, kebab-eating 
was felt to be a particularly 
grievous sin; it showed, 
mused one journalist, that 
this really was a Greek trag- 
edy. As for Ginger Spice, she 
too has been spending time 
chez Evans. The gossip col- 
umns were full of specula- 
tion that he had egged her 
on to go it alone—after all, 
the two share the same pub- 
licist, Matthew Freud, a di- 





rect descendant of the less 
famous Sigmund. | 

As if to underline the 
incestuous tangle of celeb- 
rity Britain, the obvious 
successors to both Gazza 
and Miss Halliwell are en- 
gaged to be married. In 
Gazza's absence, the cre- 
ative mantle in the Eng- 
lish team is likely to fall 
on David Beckham, a 
Manchester United mid- 
fielder, soon to marry one 
Victoria Adams, also 
known as Posh Spice. 

In terms of column inches expended, 
Gazza has easily outdone Geri. He, after 
all, has been famous for ten years or more; 
the Spice Girls have been around for just 
two. And when England play a big 
game—which in recent years has invari- 
ably featured Gazza—the television audi- 
ence can be as many as 20m. Not even the 
Spice Girls have pulling power like that. 

Gazza loyalists recall nostalgically 
that high-profile drinking binges have 
not impaired their man's performance in 
the past. But whereas before the 1996 Eu- 
ropean championships Gazza's off-field 
antics had been interspersed with bril- 
liant displays on the pitch, in the run-up 
to this years World Cup he has seemed 
slow and struggling. A combination of 
age, drink and injuries appear finally to 
have taken their toll. Ginger Spice is now 
contemplating a solo career. Unfortu- 
nately, that is not an option for Gazza. 





4 I IPRS HUESCA WI uc een nts 


THE ECONOMIST JUNE 6TH 1998 


61 


BRITAIN 








David Willetts reshuffles Toryism 


T IS sometimes wise to avoid the arithmetic tendency in po- 

litical analysis. When William Hague reshuffled his shadow 
cabinet this week the instinctive response of many commen- 
tators was simply to tot up the weight of Europhiles and Euro- 
sceptics in the new team, note that the balance had tilted to- 
wards the sceptics, and conclude that Mr Hague has moved his 
party smartly to the right. What is really happening inside the 
Conservative Party is potentially more interesting. As a result of 
the reshuffle, an impressive quantity of Tory brainpower will 
henceforth be devoted to working out what Toryism ought now- 
adays to stand for. And unless you make the assumption, both 
lazy and wrong, that Euroscepticism is the same thing as right- 
wingery, it is too soon to tell 
whether the product of all this 
cerebration will be a move to- 
wards right or left. 

This eruption of thinking is 
not necessarily a deliberate policy 
on the part of Mr Hague. One thing 
that will force the party to think 
harder about its policy direction is 
the voluntary departure from Mr 
Hague's team of Stephen Dorrell, 
who failed to succeed John Major 
as leader and now feels the need to 
"develop his own vision of Con- 
servatism in the 21st century". In 
other words, he is preparing to 
make another bid for the leader- 
ship after the party's expected de- 
feat at the next general election, 
and wants time to set out his intel- 
lectual stall. 

There are, however two 
changes that Mr Hague has delib- 
erately made which should make 
the party think harder about its 
ideology. One is the "promotion" 
| of the bland but undoubtedly 
brainy Peter Lilley from the 
shadow chancellorship to the dep- 
uty leadership, where he will be ex- 
pected, after some ostentatious 
"listening", to develop a new set of election-winning policies. 
The other is the promotion to the front bench of David Willetts 
as shadow education secretary. And the interesting thing about 
Mr Willetts is not that he is a Eurosceptic (though he is) but that 
he is a genuine intellectual who has written prolifically about 
the future of Conservatism. In particular, he has elaborated an 
idea called “civic Conservatism”. 

Mr Willetts’s books and pamphlets betray an unrepentant 
Thatcherite distrust of government. He believes that the British 
people worry too much about the damage caused by free mar- 
kets and too little about the damage done by big government. 
But he also says that one of the key reasons why the Tories lost the 
1997 election was that many voters took the Conservatives’ belief 
in the free market to mean that they were willing to destroy insti- 
tutions and traditions which the electorate held dear. To return 
to power, Mr Willetts argues, the party must show that Conserva- 
tives are not pure economic liberals. They do not see people sim- 
ply as individual economic actors, untrammelled by ties, cul- 
ture or history. On the contrary, Conservatives are strong 
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believers in the importance of social institutions—the "little pla- 
toons” of Edmund Burke—which go to make up a civil society. 
Unlike Labour, however, Tories believe that such institutions 
thrive best in a free market with limited government. 

Any party that loses the support of more than 4m voters be- 
tween one election and the next can be expected to spend some 
angst-ridden years repositioning itself. The Tories are still only at 
the beginning of this process. The promotion of Mr Willetts does 
not mean that his idea of civic Conservatism has been formally 
embraced. Although it appeals both to Mr Lilley and to Daniel 
Finkelstein, who heads the party’s research office, there are other 
influential Tories who fear that too big a shift in ideas or vocabu- 
lary will destroy what little sup- 
port the party has retained. Mr 
Hague himself is too cautious to 
get carried away by rarefied discus- 
sions of ideology. He still presides, 
as he must, over a shadow cabinet 
in which almost the whole spec- 
trum of the party is still repre- 
sented. But he has started to speak 
the language of civic Conserva- 
tism. One theme of his speeches is 
that the party should never have 
let itself be seen as nothing more 
than “the economics party”. He 
now stresses that it cares just as 
much about tradition, neighbour- 
hood—even “community”. 

When the Conservative Party 
starts to use language such as this, 
does it entail a move to the left or 
the right? The answer is not obvi- 
ous—no more obvious, in fact, 
than whether Labour's ubiquitous 
and ineffable “third way” between 
or beyond left and right entails a 
move in either direction. A clever 
man like Mr Willetts can discern 
striking differences between his 
own idea and the third way. He 
sees a big difference between 
Labour’s formless “communities” 
and the Tories’ sinewy "institutions", between Labour's soft- 
soap “values” and the Tories’ tough-minded “principles”. But 
ordinary voters may find these distinctions a little hard to grasp. 
There is certainly no parallel today with the right-wing revolu- 
tion Keith Joseph inspired last time the Tories were in the wil- 
derness back in the 1970s. As Lord Blake, an eminent historian of 
Toryism, said at the time, that kind of change in the intellectual 
climate comes along only once or twice every hundred years or 
so. It has come, and Labour has absorbed it too. 

This time around there is much less scope for the Tories to 
claw their way back to power by the strength of ideas alone. At 
best, their debate on ideology can help to uproot some damag- 
ing caricatures, such as the one planted accidentally in the pub- 
lic mind by Lady Thatcher when she was quoted out of context as 
saying that there was no such thing as society. Having consulted 
their intellectual history, Mr Willetts and his friends now want 
to explain to people that Toryism was never supposed to mean 
anything like that. At worst, of course, they run the risk of open- 
ing another internal rift that will make them even less electable. 
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The balance of power 


Independent power producers think they have found a way to cope with the 
risks of their business. They may be disappointed 


HEN a child leaves home, everyone 
sheds a tear—and heaves a sigh of re- 
lief. So it was with GEC Alsthom, the energy 
and transport business created by Britain's 
GEC and France’s Alcatel Alsthom in 1989. 
On June 2nd the joint venture put itself for- 
ward for Europe’s largest-ever private-sec- 
tor stockmarket listing, and changed its 
name—though, perhaps because of family 
loyalty, not too much—to Alstom (sic). Its 
parents now have more time for their own 
projects (defence for GEC, telecoms for Al- 
catel. And Alstom can concentrate on 
transport, including France's TGV trains, 
power and energy services, without having 
to answer to its folks, a constant irritation 
before it reached its majority. GEC and Al- 
catel will have equal stakes, up to a com- 
bined 48%. Otherwise, Alstom is on its own. 
This increased independence is crucial 
if Alstom is to be agile enough to realise its 
dream of displacing ABB, a Swiss-Swedish 
engineering giant, as the world's chief sup- 
plier of energy-distribution equipment. 
Alstom is already the world's most profit- 
able firm in this field and is improving its 
performance in power generation. Even so, 
it has a struggle ahead. Although Alstom 
has promise, the independent power in- 
dustry is a minefield. 

Like most power companies, Alstom 
has a soft spot for big projects. Its promo- 
tional literature boasts of the turbines it is 
supplying for China’s Three Gorges dam, 
and a 700MW power station that is the larg- 
est build-operate-transfer plant in the 
country. So it is interesting that Alstom is 
particularly seeking projects of less than 
150MW (enough to supply about 150,000 
people). The reason is diversification, says 
Nick Salmon, president of Alstom's energy 
division. "With a large number of small 
projects," he says, "there is less risk than 
with a single large contract." Similarly, Al- 
stom wants to expand its power-related ser- 
vices, such as maintenance, refurbishment 
and spare-parts supply, while decreasing 
the emphasis on making components. 

Diversity has become a buzzword 
among independent power producers 
(1PPs), because selling power is a risky busi- 
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The ultimate in independence 


ness. Hubco, for example, a joint venture 
dominated by Saudi Arabia's Xenel and 
Britain's National Power, is reeling from 
the possibility that it might have to cut its 
charges by more than half for a power sta- 
tion outside Karachi—even though the gov- 
ernment signed a contract agreeing to the 
higher rate in 1995. The company's con- 
cerns became all the more acute towards 
the end of last month, when Pakistani po- 
lice placed dozens of expatriate employees 
under house arrest for 36 hours. 

Only a few years ago the case for private 
power seemed irresistible. Few poor coun- 
tries had satisfied their power-hungry peo- 
ple; and many rich ones were questioning 
whether their power monopolies still 
made sense. Annual demand for electric 
power was projected to increase as much as 
five times by 2050. 


In the early 1980s, independent power 
made inroads in America and Britain. The 
first large investments outside the OECD 
date from the early 1990s, when the Philip- 
pines, whose 12-hour brownouts were no- 
torious, called on 1pps out of sheer despera- 
tion. Other power-hungry countries, 
particularly in Asia and Latin America, fol- 
lowed suit. In those days, "everyone felt 
there was money to be printed," recalls An- 
drea Bonime-Blanc of Community Energy 
Alternatives (CEA), one of the 300 IPPs 
drawn to the business. "Reality has struck 
us—a couple of times." 


The shock of the new 


One surprise was that the need for power 
did not always create a market for it. 
Grumpy governments sought to prevent 
companies from making too much profit. 
China, for example, used to limit returns 
on investment to 13% (now 16%). As the 
chief executive of one western company 
puts it, “I can get that in Belgium. Why 
should I take the risk in a place like China?" 

National pride also got in the way. In- 
dia, perhaps, is the most egregious example. 
Less than 1,000Mw in private power has 
been finished since the market was suppos- 
edly opened to IPPs in 1992, even though 
the government estimates it needs to add 
more than 110,000Mw of generating capac- 
ity (twice what Britain has now) to meet de- 
mand by 2010. The country's supply is in- 
adequate and unreliable: Indian voters 
chose a power station as their venue when 
they wanted to protest against the govern- 
ment's spending on nuclear weapons. 

The first project in Saudi Arabia stalled 
amid doubts about the wisdom of privati- 
sation—not only on nationalist grounds, 
but also because privatisation could even- 
tually lead to the end of popular electricity 
subsidies. Mexico has been building the le- 
gal framework for private power since the 
early 1990s, but remains skittish about the 
idea and signed its first project only last 
year. Turkey knows it needs power but is 
suspicious of foreigners (see box overleaf). 

Despite such attitudes, private power 
continues to gain ground (see chart on next 
page). At the end of 1997, 140 plants were 
under construction, according to the Inde- 
pendent Private Power Quarterly, a news- 
letter, compared with 211 in operation; an- 
other 486 were under development. 
Regulation remains the industry's chief 
complaint, but (Pakistan aside) it is improv- 
ing in most places. 

Yet, when all the regulatory problems 
are settled, iPPs still find it hard to make 
money. Latin America as a whole has suc- 
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cessfully opened its power markets, with 
Chile and Argentina in the vanguard. In- 
vestors are so confident that they are al- 
ready pouring into Brazil, though the legis- 
lation governing the power sector is still 
being drafted. But even in a deregulated 
market it is still possible to lose money, be- 
cause governments will no longer guaran- 
tee to buy a specified amount of power. In- 
stead consumers buy on a short-term or 
spot basis, and lower-cost suppliers can 
drive rivals out of business. That keeps 
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ANKARA 


D TURKEY, contracts are funny things. 
CEA, for example, a New-Jersey-based 
company that has built power stations 
all over the world, thought it had a con- 
tract to build a lignite-fired plant in Ana- 
tolia in the middle of the country. Then 
Turkish judges decided to write a new 
one. In May they released their version: 
earlier provisions on international ar- 
bitration and government default had 
been written out. Is CEA heading for a 
Turkish bath? 

The Turkish energy market is tempt- 
ing enough for the company to take the 
risk. Demand for power is projected to 
treble by 2010. That is sufficient to re- 
quire about six big new plants a year. No 
wonder William Daley, America's com- 
merce secretary, led a clutch of American 
energy executives to Ankara in January. 
And Turkish technocrats regularly talk 
encouragingly about welcoming private- 
power investment. 

But Turkey's highest court is not as 
enthusiastic. In 1996 the Constitutional 
Court ruled that power was a public 
good; private companies that seek to 
provide it are thus considered to have 
















profit margins thin. Carlos Yermoli, of 
Hagler Bailly, an American consultancy, es- 
timates that the return on investment in Ar- 
gentina is not much more than that on 
money in an Argentine savings account. 

The alternatives are unattractive: where 
political risk is high, as in Pakistan, market 
risk is low; where it is low, as in Argentina, 
market risk is high. Hence the stampede to 
hedge risks by diversifying—through acqui- 
sitions, such as Siemens's purchase of Wes- 
tinghouse's power division; through over- 
seas expansion, such as Atlanta-based 
Southern Company's acquisition of Hong 
Kong's Consolidated Electric Power Asia; 
and by buying different bits of the energy 
chain, such as Mission Energy's purchase of 
a share of the coal mine that will feed its 
Indonesian plants. 

Diversification makes evident sense. 
But it has two drawbacks. The first is that it 
is expensive—too expensive for many 
firms. And the second is that everyone has 
decided to diversify at once, which may 
lead to more bidders, and lower profits, for 
each project. One way or another, there are 
bound to be casualties. There will be a place 
for niche firms, particularly in the small- 
scale generation market. But, as the newly 
independent Alstom may discover, there is 
too little business to keep the current flow- 
ing through 300 firms. 





E cae oper cameras T FUA. T MIU ist 


| 
| 


| 
been granted a "concession". Under the | 
terms of the country's constitution of 
1923, which sought to banish the bad Ot- 
toman habit of granting European com- | 
panies important trading monopolies, — 
the courts have the power to review con- | 
cessions, and to rewrite such contracts to 
reflect the state’s “superior position”. | 
They are not shy of doing so, as weary | 
CEA executives can attest. They weresum- | 
moned nine times during 18 months to | 
discuss the contract's fine print. 

The question is whether banks will 
lend under such conditions. They much | 
prefer the model of the Philippines, 
where contracts are so watertight that | 
lenders don't bother to require govern- _ 
ment guarantees. In Turkey, that would 
be unthinkable, particularly since new 
legal pitfalls lie ahead. The courts re- 
cently stalled a government initiative to 
put management rights for 12 power 
plants out to lease. They may also annul | 
a law that seeks to exempt powerstations | 
from counting as concessions. Power 
companies are investing for the long 
haul, but Turkish nationalists are a | 
pretty determined bunch, too. 
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Biotechnology 


Hardy hybrids 


HAT do you get when you cross a 

sensational biotechnology company 
with a solid but dull pharmaceutical firm? 
Scarcely a flowering on Wall Street, if the 
species in question are Monsanto and 
American Home Products (AHP) The 
merger between this agricultural power- 
house and a drug company, announced on 
June 1st, creates a life-sciences company 
with a market capitalisation of $96 billion 
and projected sales of up to $23 billion in 
drugs, agriculture and nutrition. But the 
deal did little for the price of either firm's 
shares—which seems odd, in an exuberant 
industry like biopharmaceuticals. 

That AHP should want Monsanto is no 
surprise. In the past decade the St Louis- 
based company has grown from a low-tech, 
low-value fibres and plastics business into 
one of the most exciting life-science compa- 
nies in the world. Its annual sales of $7.5 
billion come from genetically engineered 
plants, high-tech pesticides, food ingredi- 
ents and drugs. With a pipeline full of ge- 
netically tweaked, nutritionally enhanced 
products, Monsanto has become a broker 
in the new marriage between agriculture, 
biotechnology and pharmaceuticals, 

That Monsanto should want AHP is 
more puzzling, given its lacklustre reputa- 
tion. Indeed, Monsanto’s shareholders are 
suing the company to block the deal. De- 
scribed by some analysts as “the sort of firm 
where even the scientists are used to punch- 
ing time clocks”, AHP has been trying to 
change its image as a stodgy merchant of 
over-the-counter remedies. (Such goods ac- 
tually account for only a seventh of the 
firm's $14.2 billion in annual sales, as does 
its crop-protection business) AHP has 
boosted its R&D spending eight-fold in as 
many years to $16 billion, selling non- 
pharmaceutical assets, and acquiring bio- 
technology firms, such as Genetics Institute 
in Cambridge, Massachusetts. Some of 
these bright biotech people are now influ- 
ential in AHP's research programmes. 

With AHP as its partner, Monsanto will 
have deeper pockets. Monsanto has spent 
around $8 billion on acquisitions and 
deals with new companies, including two 
American genomics firms, Millennium 
and Incyte. Eventually, a merger would also 
mean cost savings of up to $1.5 billion a 
year. 

Apart from money, what does AHP 
bring to the party? Marketing and distribu- 
tion outside agriculture, for one, according 
to Ganesh Kishore, Monsanto's head of bio- 
technology. The firm has little experience of 
selling new drug-food products such as 
“nutraceuticals” direct to consumers. AHP's 
strengths in marketing brand-name drugs 
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and vitamins will come in handy, espe- 
cially since Monsanto is now bringing 
SeaGold, its new dietary supplement, to the 
market. 

In pharmaceuticals as well, AHP and 
Monsanto may prove a good fit, according 
to Edmund Debler, an analyst at Mehta 
Partners, a health-care investment firm in 
New York. Although it is known as an agri- 
culture company, Monsanto is about to ap- 
ply to America’s Food and Drug Adminis- 
tration for approval of its new arthritis 
drug, Celebra, which it expects to launch 
with Pfizer in 1999. Celebra stops the swell- 
ing and burning of tissues in a different 
way from non-steroidal anti-inflammatory 
drugs (NSAIDs) conventionally used to treat 
arthritis, and is mercifully free of their nas- 
tier side-effects, such as stomach ulcers. 

AHP already does a thriving trade in 
over-the-counter NSAIDs such as Advil, and 
is developing some of its own biotech ar- 
thritis drugs. Monsanto's arthritis pipeline 
will fit well with AHP’s, producing com- 
bined sales of $3 billion in the worldwide 
arthritis drug market by 2001. Interesting 
matches may also be found in the firm's 
stock of cardiovascular and central-ner- 
vous-system drugs. Such successes will be 
needed if the merged AHP/Monsanto is to 
set pulses racing on Wall Street. 





Telecom Italia 
Memento mor! 


ROME 


OW with its fifth chairman since 
1990, Telecom Italia, Italy’s recently 
privatised telecommunications operator, 
is acquiring a reputation as a graveyard for 
senior corporate careers. Signor Scifoni’s 
funeral business, offering tutte le onoranze 
(all the honours) directly across the road 
from Telecom Italia’s offices on Rome's Via 
Flaminia, is a constant reminder of mortal- 
ity. Many are wondering how long it will be 
before the last rites are administered to the 
chairmanship of Gian Mario Rossignolo. 
The election of the chairman is on the 
agenda at the shareholders’ annual meet- 
ing on June 16th. 

Mr Rossignolo took over in January af- 
ter a bust-up between the previous chair- 
man and the managing director. Neverthe- 
less, the atmosphere in the boardroom at 
Telecom Italia remains as poisonous as 
ever. Directors of some Milan securities 
houses describe the situation at the com- 
pany as a shambles, and grumble about 
how the firm’s shares have under-per- 
formed the market by 23% since it was 
privatised in October last year. 

Even the government is bothered. Early 
last month the Italian treasury showed soli- 
darity with the 1.5m small investors who 


THE ECONOMIST JUNE 6TH 1998 


Brutus set the precedent 


own shares in Telecom Italia, when it used 
its remaining 5% stake to increase the num- 
ber of government-appointed directors in 
the firm from two to four, in a 13-strong 
board (though these directors have a watch- 
ing role and are not involved in strategy, 
appointments or day-to-day management). 
The government says that it still plans to 
withdraw “finally and irreversibly” from 
Telecom Italia, but only if Mr Rossignolo 
and his colleagues, together with the firm’s 
main shareholders, solve three inter-re- 
lated problems. 

To start with, Telecom Italia needs to 
sort out its strategy. Italy's telecoms cham- 
pion is hardly more international in its 
reach than Mr Scifoni's funeral business. 
When an alliance with AT&T fell apart ear- 
lier this year, thanks more to American re- 
luctance than coolness from the Italians, 
Telecom Italia was left looking lonely; it 
quickly hooked up with Britain's Cable & 
Wireless. The details of the alliance will be 
revealed at the shareholders’ meeting, but 
even the firm's board is divided on its wis- 
dom. Meanwhile, in Italy, a large cable pro- 
ject and a citywide digital cordless phone 
system, both backed by managers who have 
since departed, now find themselves with- 
out enthusiastic support. 

Second, the distribution of responsibil- 
ities has continued to be a vexed issue. 
Guido Rossi, Mr Rossignolo’s predecessor, 
who was chairman between January and 
November last year, considered that his 
managing director had too much executive 
power. This was cured after Mr Rossi quit 
and Mr Rossignolo became an executive 
chairman with wide-ranging powers. Too 
wide-ranging, say critics. 

And that has only exacerbated the third 
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problem at Telecom Italia: friction among 
senior managers. The treasury's decision to 
reinforce its presence on the board is de- 
signed “to help agreement among the frac- 
tious parties". But communication at the 
top has broken down, according to the Mi- 
lan rumour mill. iFiL, an investment fund 
that is one of Telecom Italia's main share- 
holders and put Mr Rossignolo in as chair- 
man, is cross that the firm's top managers 
cannot seem to work in harmony. 

Although some shareholders would like 
to start from scratch with a completely new 
management, this has drawbacks. In the 
short run, at least, wholesale change at the 
top would be damaging—especially to 1FIL, 
which might not have another chance to 
slip its man into the chairmanship if Mr 
Rossignolo were to go. Even so, Umberto 
Agnelli, rris chairman, has said that man- 
agement should be granted six months to 
pull up its socks. Not quite the last rites, but 
an uncomfortable reminder about life ex- 
pectancy at the top. 


German arms 


The Chrysler 
connection 


BERLIN 


HEN British Aerospace (BAe) said 

last week that it hopes to work with 
America's Lockheed Martin on a new gen- 
eration of satellites for Her Majesty's forces, 
it seemed yet more confirmation of the old 
French conspiracy theory about the Eng- 
lish-speaking world: whatever the British 
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might say about Europe, they always fee 
happiest with their fellow Anglo-Saxons. 

Applying this Gallic logic to the defence 
business, proponents of the theory would 
argue that Britain’s arms makers have never 
been entirely committed to mounting a 
pan-European response to the American 
challenge. The Anglo-American “special 
relationship” presumably means that the 
British, far more than other Europeans, re- 
tain the option of seeking partnerships 
with the Americans as well as against them. 

But in recent weeks, the supposed Brit- 
ish monopoly on access to America has 
been challenged, by none other than BAe's 
close friends at Daimler-Benz Aerospace 
(DASA), the Munich-based company whose 
parent has just merged with America's 
Chrysler to form a car-making colossus. 

Immediately after the merger was an- 
nounced, BAe saw an upwards blip in its 
share price, after talk that it might finally 
get the chance to combine (in the role of el- 
der brother) with parts of pasa’s aviation 
and space business. People had long been 
whispering about a grand government- 
blessed bargain between the two, in which 
Daimler—whose north German Protestant 
management was seen as squeamish about 
defence work—could swap its interest in 
Eurofighter, a $60-billion combat-aircraft 
project, for a bigger slice of work on the Air- 
bus civil airliner. 

But DASA (a division of Daimler that is 
run by cheerful Bavarian Catholics with 
few scruples about weaponry) seems to 
have no intention of quitting defence or be- 
coming anyone's younger brother. Con- 
sider, for example, its profile at the recent 
Berlin air show—where military-aircraft 
makers from America, Western Europe and 
Russia gathered to swap business cards and 
suspicious glances, but not much else, as a 
German-built Eurofighter pirouetted over- 
head. Manfred Bischoff, pasa’s chairman, 
detonated a small bombshell at the show, 
saying his company might bid for parts of 
Northrop Grumman, a Los Angeles-based 
maker of aircraft and defence systems. 

He deigned to mention that pasa had 
been in low-level talks with Bae and GEG, 
another British defence group, about mak- 
ing the American shopping trip together— 
but his disclosure caught the captains of 
Britain’s defence industry by surprise. 
Whether such a spree becomes possible de- 
pends on what American courts decide 
about Northrop's proposed combination 
with Lockheed, which the Pentagon worries 
will inhibit competition. 

With or without British companions, 
Mr Bischoff’s comments were ambitious 
talk for a company like DASA which re- 
mains relatively small in global military 
aviation. Far from marginalising DASA's 
military aircraft business, the link with 
Chrysler seems to be feeding its self-confi- 
dence and whetting its appetite. As DASA 
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pointed out, a personal connection might 
come in handy: Northrop’s chairman, 
Krent Kresa, is on the board of Chrysler. 

Nobody is sure whether the Pentagon, if 
it prevents Lockheed taking Northrop, will 
find a partial buy-out by German, or Anglo- 
German, firms any more acceptable. But 
however it fares in the United States, DASA’s 
bold pronouncements also serve an imme- 
diate purpose. To boost their status in Eu- 
rope's forthcoming consolidation, the Ger- 
mans are telling their British friends: “We 
speak American too.” 





Japanese builders 
Demolition job 


TOKYO 





T! E rate of male unemployment in Ja- 
pan is now higher than in America— 
4.2% against 4%, according to figures pub- 
lished on May 29th. Japan’s overall jobless 
rate is 4.1%, but if this were calculated the 
way British or American figures are, it 
would probably be nearer 7%. By Japanese 
standards, these figures are already alarm- 
ing. If the prospects of the crumbling con- 
struction industry are anything to go by, 
they will look modest in a year’s time. 

Japan's 50 or so building contractors 
support a network of 560,000 small build- 
ers who, between them, employ 6.8m work- 
ers. When families are included, some 209; 
of the electorate depends on the construc- 
tion industry for its well-being. Three listed 
contractors went spectacularly bust last 
year. Since then, the government has tried 
to prop the sector up—at least until the elec- 
tion on July 12th. After that, construction 
firms cannot expect much support. 

Last year's financial results, now being 
published, show how deep the industry's 
troubles are. Between them, Japan's five 
biggest builders—Taisei, Kajima, Shimizu, 
Obayashi and Kumagai Gumi—have been 
forced to write off or make special provi- 
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sions for some Y880 billion ($6.4 billion) of 
extraordinary losses (see table). 

For the time being, Japan's big five can 
afford these losses. But many of the rest of 
the country's general contractors cannot. 
Some are being kept alive by their banks— 
which have been asked by the government 
to keep their life-support systems switched 
on until after July. Having been handed 
public money by the government to help 
them deal with their own bad loans, the 
banks have little choice at the moment but 
to return the favour. 

But all bets are off after the election. 
Those Japanese banks, such as Sumitomo, 
that can afford to make provisions are pre- 
paring to call in their loans to construction 
firms which have little chance of paying off 
their debts. Some ofthe weakest banks such 
as Daiwa, which are desperate to liquidate 
some assets, may do the same. Apart from 
government pressure, the banks may 

want to avoid bad publicity. "They 
. have to make a good show of trying 
hard to save them before actually 
pulling the plug," says Mark Brown 
of ING Baring Securities in Tokyo. 
But the indulgence will not last for 
ever. The failures are expected to start 
between early August and late Sep- 
tember when the banks report their 
interim results. 

Who are the likely victims? Even 
construction firms that have reval- 
ued their land holdings, made provi- 
sions for outstanding loan guaran- 
tees, closed down subsidiaries and 
fired surplus workers could still be 
in trouble. Most still have huge prob- 
lems trying to get paid for projects 
they have completed. When Shimizu re- 
cently cleaned up its books, it wrote off all 
its uncollected accounts for orders com- 
pleted in the year to March. But few will be 
able to take such sweeping steps. Overdue 
loans were only 25% of Shimizu's total re- 
ceivables on completed projects. A number 
of Japanese contractors have accounts over- 
due by à year running at twice that rate. 

The three medium-sized builders that 
Japanese banks are watching most closely 
are Sato Kogyo, Hazama Gumi and Nihon 
Kokudo. Around half of their unpaid ac- 
counts are a year or more old. But not far 
behind them is giant Kumagai Gumi, with 
40% of its payments overdue, and 
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YOUR FAR-FLUNG EMPIRE: 


Your operation covers 60 countries. 


10 languages. 


49 currencies. 


6 time zones. 


4967 separate trade regulations. 


GATHERED TOGETHER: 


PeopleSoft enterprise software. 


Conducting business around the world can be challenging 
And EMU is about to make it even more complex. That's why 
all of our enterprise software is designed with the flexibility 
you need to manage the changes as they come. For more 


details, call 1-925-225-3000 or visit www.peoplesolt.com/emu 
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An offer only WorldPerks could make. 


Between now and September 30, 1998, take just two qualifying 
roundtrip flights in First Class or World Business Class" on Northwest 
or KLM to the U.S. or Europe — and fly free to either destination on 
your next flight! A single qualifying roundtrip flight during the 
promotion will earn you enough miles to fly free within Asia or to Hawaii. 


Asia Pacific’s most generous mileage program. 


WorldPerks offers the lowest mileage award levels for travel from Asia 
to the U.S. And vou can earn miles in all classes of service to more 
than 400 cities in 80 countries worldwide. Plus, our airline, hotel, car 
rental, credit and calling card partners all help you fly free even faster. 


Join today to fly free faster! 


This WorldPerks promotion is valid for qualifying flights from now 
through September 30, 1998. Simply complete the application form 
below and fax it back to us at least 7 days before your flight departure, 
If you're not already a WorldPerks member, simply complete the 
application in full to be automatically enrolled — so don't miss out on 
your opportunity to fly free faster! 
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Sumitomo Bank as its main lender. True, it 
has recently moved ¥60 billion of its ¥100 
billion worth of overdue accounts down its 
balance sheet and relabelled them as non- 
operating receivables. But that has not re- 
moved the company from the danger list. 
The thought of Kumagai Gumi failing be- 
fore the forthcoming election must keep 
Ryutaro Hashimoto, the prime minister, 
awake at night. 





Bunge International 


Sunset over the 
River Plate 


BUENOS AIRES AND SAO PAULO 


HE ornate offices of Bunge & Born are 

one of the landmarks in the part of Bue- 
nos Aires known as el City. But the palatial 
splendour of the century-old family firm 
conceals painful changes. Nowadays the 
company is officially called Bunge Interna- 
tional Ltd, its headquarters are in Sao 
Paulo, and its legal domicile is Bermuda. 
Latin America's largest private non-finan- 
cial firm is having to face the same chal- 
lenges as its less aristocratic peers. 

Bunge, which had sales of $13 billion 
last year, is owned by 100 or so descendants 
of the founders, and is traditionally secre- 
tive. In 1991 it made its first effort to em- 
brace modernity by bringing in consul- 
tants and a handful of professional 
managers. They pruned the more diversi- 
fied bits of the firm, and proclaimed its fu- 
ture to be as an integrated food group, with 
strong consumer brands and a focus on 
value-added products in growing markets 
in the Americas and Asia. 

The future has turned out otherwise. At 
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the end of last month Bunge revealed that it 
wants to sell its large packaged-food busi- 
nesses in Argentina and Brazil, and smaller 
ones in Australia and Venezuela, with total 
sales of $3.9 billion last year. It now plans to 
concentrate on agribusiness. 

This amounts to a stinging defeat. Bra- 
zil and Argentina are not just important 
producers of food; in the 1990s, as both 
countries reformed their economies and 
linked them in the Mercosur trade area, 
they have come to be seen as one of the 
world’s more attractive markets by multi- 
national food firms. In a string of takeovers, 
foreign giants such as Unilever, Nestlé, 
Philip Morris and Danone have expanded 
or established their presence in the region. 

With strong brands and distribution, 
the Bunge companies seemed big enough 
to take on the invaders. Santista Alimentos, 
its Brazilian arm, had sales of 2.2 billion 
reals ($2 billion) last year, and is the coun- 
try’s market leader in flour, bread and mar- 
garine. Similarly, its Argentine equivalent, 
Molinos Rio de la Plata (with 1997 sales of 
$1.4 billion) led its market in cooking oil, 
margarine, processed meat and pasta. 

Yet both have struggled. Santista made 
a pre-tax loss of 37m reals last year. Though 
Molinos posted a pre-tax profit of $22m, its 
performance compares poorly with that of 
its peers: it achieved a net profit margin of 
just 1.5%, compared with an average of 3.5% 
for a group of Latin American food firms 
tracked by Deutsche Morgan Grenfell, a 
stockbroker. A minority of the shares of 
both firms are publicly traded. Yet inves- 
tors have such a dim view of Santista that 
its market capitalisation is less than half its 
book value. 

Two things explain Bunge's poor per- 
formance. The first is that the market for 
packaged foods in Mercosur is starting to 
look as demanding as those in rich coun- 
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tries. Not only have the multinational firms 
replaced weaker local producers, but retail- 
ers have become more powerful too.The su- 
permarket industry itself is consolidating 
fast, led by multinationals such as Carre- 
four, Wal-Mart and Ahold of the Nether- 
lands. In Brazil, four of the 12 biggest food 
retailers have changed hands in the past 
year; in Argentina, there were a dozen 
mergers or acquisitions involving super- 
markets in 1997. This has helped supermar- 
kets to increase their share of total pack- 
aged food sales. In Argentina, for example, 
it now stands at over 50% of all food sales, 
up from 27% in 1984. The larger retailers are 
also starting to expand their own-label 
businesses. 

The second weakness of Santista and 
Molinos was poor management. Reared in 
the bad old days when protective tariffs 
and inflation covered weaknesses, both 
firms were slow to adapt to the need for 
consumer marketing in Mercosur's more 
open economy. They failed to take the obvi- 
ous step of merging and rationalising their 
operations. Bread and margarine may go 
together in a sandwich, but rarely combine 
well in business. Few international food 
companies mix fats and oils with wheat 
products, as both Molinos and Santista do. 

That may make the businesses hard to 
sell—at least to a single buyer, as Bunge says 
it would prefer. Yet in unloading such units 
as paints, textiles, cement, data processing 
and a bank, for a total of more than $2 bil- 
lion since 1991, Bunge's senior managers 
have proved skilled at disposing of busi- 
nesses for good prices. The firm says it is in 
no hurry: it insists that the sale stems not 
from cash-flow problems but from a desire 
to expand in agribusiness. 

In fact, such a move might make sense. 
In spinning off its retail food business from 
its wholesale one, Bunge is following in the 
path of other food firms, including Ameri- 
ca's CPC International. Last year Bunge 
bought Ceval, Brazil's largest soya proces- 
sor, for around $1 billion. In soya crushing, 
Bunge has 15% of the world market, behind 
two big American firms, ADM and Cargill. 
Bunge claims not only that it is the leading 
soya crusher in Mercosur but that soya pro- 
duction in the region could outstrip that of 
the United States by 2010. And its profit- 
able fertiliser operations fit well with its 
soya business. 

Bunge says it will invest more than $1 
billion over the next five years in expand- 
ing these businesses-a modest amount, 
and less than half of what it might hope to 
get for its retail-food units. This suggests 
that one reason why the family sharehold- 
ers are pushing through the current sale is 
to cash in some of their assets. To persuade 
them otherwise in future, Bunge's manag- 
ers will have to show they can manage com- 
panies, and not just trade them. 

— CQ € Po— Pontani eS ee eee A 
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A Viking with a compass 


Many companies say that knowledge is their most important asset. Leif Edvinsson, a 
bright man in a dull industry, says he knows how to measure it 


HE first thing you notice is the smell. To 
make the two-storey office building seem 
more like an old ship, Leif Edvinsson has 
treated its floorboards with tar. He has also 
added deck plates, portholes and sails that 
act as retractable walls. Four chairs, each 
pointing towards a different corner of the 
globe, occupy the communal thinking area. 
And to complete the picture, Mr Edvinsson 
has placed a ship's wheel and a large antique 
compass in front of the main window, 
which overlooks the sea. The theme, he an- 
nounces proudly, is navigation. 

The industry, he admits rather more 
sheepishly, is insurance. But Mr Edvinsson, 
a fiftyish dreamer who enjoys gadgets, is no 
ordinary insurance man. He is the "corpo- 
rate director of intellectual capital" at 
Skandia, Sweden's biggest financial services 
group; and he claims that he is the first per- 
son in history to hold such a title. In that role, Mr Edvinsson 
developed a set of accounts in 1995 which tried to measure the 
sources of the firm's intellectual capital—roughly, the gap be- 
tween the market value and the book value of its equity. Skandia 
has reported these in every year since, and both it and Mr 
Edvinsson have been praised by fellow Swedes. But since co- 
writing a book about his methods last year*, Mr Edvinsson has 
been gaining international fame as well. Companies every- 
where, it seems, want to know the true value of their brainpower. 

Ask the nearest manager why, and he will no doubt mention 
information technology. The growing ease with which people 
can share, store and sift information presents an almost univer- 
sal threat to established firms. And that is why Mr Edvinsson is 
so fascinated with navigation. He argues that just as the long 
boat carried Vikings across seas and up rivers—allowing them to 
sack unsuspecting villages—the Internet is bringing dangerous 
new invaders into formerly secure markets. While the dumbest 
firms plough their fields, and the weakest ones build their walls, 
the boldest ones are setting out to plunder. And as they sail into 
uncharted waters, many of them are getting lost. 

New technology is useless, in other words, unless you know 
where it is taking you. What companies need, says Mr 
Edvinsson, is a way to navigate in the 
knowledge economy. To do that, firms 
must have better devices for measuring 
knowledge—and their ability to create it 
and convert it into profits. The current 
tools, he argues, are outdated. The bal- 
ance sheet was invented by an Italian 
monk in 1493, a year after Columbus 
bumped into the New World. That inno- 
vation provided a powerful way to keep 
track of tangible assets, such as land, in- 
ventories, tools and (in modern times) 
factories. But it fails to capture the value 
of intangible assets, such as new product 
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* "Intellectual Capital". By Leif Edvinsson and Mi- 
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ideas, impressed customers, or a creative 
workplace. Since these are growing more im- 
portant, he says, firms are sailing blind. 

As evidence, Mr Edvinsson cites research 
by Baruch Lev, a professor at New York Uni- 
versity's business school. Mr Lev has tracked 
the relationship between share prices and 
the reported value of firms’ equity, and 
found that it has weakened over the past 
dozen years (see chart). This shows, says Mr 
Edvinsson, that firms’ accounts are increas- 
ingly irrelevant as indicators of value. 

This claim seems as plausible as it is fa- 
miliar. But when confronted with the bal- 
ance sheet's shortcomings, most reformers 
want simply to add more things to it—such 
as the value of past investments in brands, 
training and research. That would be a fine 
solution, if only accountants knew what 
such investments will be worth. For this, 
they would have to estimate the future profits a firm will earn 
from a particular asset, a job which is better left to markets. Ac- 
countants face the same problem, of course, with physical assets. 
But with those, at least, they can record market values from time 
to time as assets are bought and sold, and then adjust for depre- 
ciation. Intangible assets require much more guesswork. 

To avoid this problem, Mr Edvinsson takes the opposite ap- 
proach. Rather than trying to value specific assets, and then add- 
ing them to get a total, he assumes that a firm’s market value is a 
good estimate of its true worth. He then tries to allocate that 
value to different categories of assets, according to their relative 
importance. For example, he defines intellectual capital as the 
difference between a firm's market value and its “financial capi- 
tal" (the net amount it could gain from selling its physical assets). 
Intellectual capital, in turn, can be divided into human capital 
(the value of its training) and “structural capital” (the ability to 
make money out of all those trained people). He then subdivides 
structural capital into the value of loyal customers, patents and 
copyrights, other product ideas, business processes and so forth. 

Clearly, these are only estimates. But by relying upon market 
values, managers can get a fix on their position, and build a 
framework to understand their business. If they think their hu- 
man capital is worth more than the fig- 
ures show, then they must ask whether 
their patents, say, are worth less. And if 
they insist, as managers often do, that in- 
vestors are wrong, they can at least havea 
constructive debate over which aspects 
of their business are undervalued. 

There is room to haggle over the de- 
tails of Mr Edvinsson’s system. But his 
overall approach seems promising. 
Faced with growing pressure from man- 
agers and investors, big accountancy 


porting methods: one, Price Waterhouse, 
has enlisted Mr Edvinsson's help. At 
present course and speed he could go 
far— even if his office goes nowhere. 
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Blue is the colour 


Before itwas almost destroyed by the personal computing revolution it helped 
start, IBM was a model, not just for its own industry, but for the rest of corpo- 
rate America. Now after five years of purgatory under Lou Gerstner, it believes 
it can play that role again. How did Mr Gerstner do it? And can such a broad- 
based technology firm ever compete with its more specialised rivals? 


OU can tell a lot from a company's 

headquarters. Intel’s blue fortress in 
San Jose is about power and control. Ora- 
cle's shining towers on Redwood Shore are 
brash testimony to the showmanship of its 
founder, Larry Ellison. The scattered low- 
rise blocks at Microsofts Redmond cam- 
pus imply a laid-back informality, but the 
intense figures trotting along ordered paths 
suggest a restless insecurity. 

IBM's new headquarters at Armonk in 
New York state is so discreetly tucked into a 
valley that it cannot be seen until you are 
almost upon it. It politely curves in an S- 
shape around trees and rocks that could 
more easily have been blasted away. For a 
company that employs 270,000 people 
and earned revenues of nearly $80 billion 
last year, it is implausibly tiny. Inside, it is 
light, open-plan, discreetly high-tech, and 
very, very calm. It is a stealth headquarters, 
the antithesis of the swaggering 18M build- 
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ings from before "The Fall". 

The descent was indeed terrible. Har- 
ried to distraction by a 12-year government 
antitrust investigation that ended in 1982, 
IBM, inventor of the personal computer, 
then failed to spot the device's significance 
and allowed others to reinvent the comput- 
ing industry. It lost the plot so completely 
that in the first three years of this decade it 
stacked up losses of nearly $18 billion. For a 
time it seemed as if the company that had 
defined technology in the workplace for 
much of the 20th century was disintegrat- 
ing. Today, thanks to an extraordinary mix- 
ture of luck and the intuition of a new boss 
who had previously run a biscuit maker— 
Lou Gerstner, hired from RJR Nabisco in 
1993—Big Blue is back as a force to be reck- 
oned with. 

Both 1Bm’s profits and its share price 
have recovered; and after nearly a decade 
of job cuts, it has been rehiring (see chart on 


next page). Although the scar tissue is still 
livid in places, there is a tangible sense of 
renewed confidence. Young iBMers walk 
with a spring in their step, while older 
hands can scarcely believe the extent to 
which their company’s fortunes have 
turned around. Even more remarkable is 
the way rivals in the computing industry 
who were preparing to dance on IBM's 
grave a little while ago are now falling over 
themselves to imitate its business model. 

IBM's war cry under Mr Gerstner—the 
need to offer customers “solutions” rather 
than just individual hardware and soft- 
ware products—has become the technology 
industry’s too. Earlier this year, the leading 
PC maker, Compaq, announced that it was 
buying IBM's old rival, Digital Equipment 
Corporation, for $10 billion largely to get 
hold of its 50,000 people in direct sales and 
service. Computer Associates, a software 
company, also launched a now-aborted $9 
billion bid for Computer Sciences Cor- 
poration (CSC), a big systems integration 
and consulting house. Oracle, Mr Ellison's 
database firm, has built up an admired ser- 
vices and consultancy division. Cisco Sys- 
tems, a networking giant, constantly de- 
scribes itselfas a "solutions provider". Even 
Microsoft is busily lining up service part- 
ners to help it realise its "enterprise 
strategy". 

The idea behind these moves is that ser- 
vice is the key to higher sales and stronger 
customer loyalty as products become 
harder to distinguish. Since its early days 
IBM has always sold services alongside its 
hardware and software. But until recently 
service was just something you did to help 
push product sales; now services are often 
the tail that wags the dog. If "solutions" is 
the name of the game, not many are better 
equipped to play than Big Blue. 

In just a few years, IBM has built the 
world's largest computer-services business, 
overtaking its nearest competitor, Elec- 
tronic Data Systems (EDS) in 1995. Last year, 
1BM’s Global Services (Gs) division earned 
revenues of $19.3 billion, 24% up on the 
previous year and nearly nine times more 
than in 1990. Revenues from services were 
a quarter of total earnings last year—second 
in importance only to hardware sales in 
1BM’s collection of businesses—and are the 
main engine of the company’s growth. This 
year, the Gs division will be nudging 30% of 
1BM’s sales and should take at least 10% of 
the world market for computer services. 

The explosions in computer 
networking and the Internet also seem to 
be driving the computing world back to 
IBM. Expertise in the integration and man- 
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agement of complex systems is suddenly at 
a premium; so are powerful servers that 
don’t crash. Big Blue, which only yesterday 
appeared incapable of adapting to a world 
of open standards, specialisation and 
ceaseless change (the world of Microsoft, 
Intel and Compaq), is not only back in the 
game, it even thinks it might end up win- 
ning it. 


Enter Gerstner, a customer 


You might expect 1Bm’s rebirth—it calls it- 
self “the New Blue” on the cover of its 
slickly presented 1997 annual report—to 
have been achieved by putting a technol- 
ogy visionary at the helm. In fact the then 
50-year-old Mr Gerstner knew relatively lit- 
tle about 1BM’s extraordinarily diverse 
business when he pitched up at Armonk in 
1993. Instead, as he says: “I came with the 
mindset of a customer.” 

Crucially, before his stint at Nabisco, 
Mr Gerstner had run American Express 
during a period when information tech- 
nology had become increasingly impor- 
tant. “When we went and took American 
Express round the world we were building 
a giant network. Data was moving all over 
the world driven by this little piece of plas- 
tic.” Mr Gerstner knew that 18M had some 
first-class people and great technology, not 
to mention a massive installed customer 
base. But as one of those customers, Mr 
Gerstner had found 1BM increasingly out of 
touch with his needs. 

Traditionally, one of 1BM's most pre- 
cious assets had been a profound under- 
standing of its clients’ business require- 
ments. But during the 1980s, as PCs spread 
rapidly and 1BM’s mainframes came under 
pressure from cheaper, more flexible Unix 
servers, Big Blue went into denial, channel- 
ling its massive resources into bucking the 
market rather than facing it. Hardware was 
what drove the business and hardware was 
where the fat margins and big bonuses 
were earned. Because 1BM software was 
mostly designed to run only on its own 
computers, that too was dependent on 
moving the “big iron". However, what cus- 
tomers wanted at the time were cheap PCs 
that could put word-processing and 
spread-sheet functions on every office 
desktop. 

IBM lost good people. John Chambers, 
now boss of Cisco Systems, left 18m in the 
mid-1980s because he felt that he was being 
paid to impose solutions on clients that he 
knew at the time were not in those custom- 
ers’ best interests. IBM's researchers also 
watched with horror whilst nimbler rivals 
made hay with technology that iBM had 
pioneered—Microsoft with the operating 
system for 1BM’s PCS, Oracle with the rela- 
tional database, Sun Microsystems and 
Hewlett-Packard with the misc chip ar- 
chitecture that powers most high-end com- 
puters today. As one IBM researcher says: 
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“In those days we just threw the technology 
over the wall to see who would pick it up. 
Quite often 1BM only got interested when 
another company went off with it." 

It wasn't only technology that separated 
IBM from its new free-wheeling rivalsin Sil- 
icon Valley. 1BM’s bloated cost structure—in 
1990 it employed nearly 400,000 people 
worldwide, most with life-time employ- 
ment guarantees—was still relatively un- 
touched and the company was a by-word 
for stifling bureaucracy and convoluted 
sign-off procedures. 

In desperation and after any number of 
destabilising restructurings, Mr Gerstner's 
hapless predecessor, John Akers, decided in 
1991 that the only answer was to split up the 
company into autonomous operating divi- 
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sions. The next step would be to sell off each 
business under a new brand name. 

This plan had a certain logic in that it 
was replicating the model of the new disag- 
gregated computing industry that 1BM 
seemed unable to compete with. It would 
allow the businesses to be closer to their 
markets, to escape the overheads that were 
crushing them and to motivate their best 
people with stock options that might be 
worth something. It was also current man- 
agement fashion and the best thing for IBM 
in the not entirely disinterested view of the 
scores of financial advisers who were, in Mr 
Gerstner's words, "planting their flags over 
every division in the company.” 

When Mr Akers was finally sacked in 
1993, it would have been easy, even obvi- 
ous, for Mr Gerstner, as an outsider with no 
sentimental ties to 1BM, to have carried 
through the plan to break up the company. 
But Mr Gerstner had other ideas. 

He recalls: 
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“When | agreed to take this job, I started reading 
up about the company. | remember reading— 
and I hate to say this, but I do believe it was The 
Economist—a very, very awful piece, but trouble- 
some to me. It said that the industry was break- 
ing up into horizontal pieces. There were these 
layers and the real way to compete was around 
these layers and that 18m was the old example. 
And I said, that's interesting, but it doesn't regis- 
ter with me as a customer. The idea that this very 
hard, very complicated technology, very-diffi- 
cultto-integrate technology was going to be 
bought by the customer in this model didn't 
make any sense to me." 


He was prepared to gamble that 18M could 
again be worth more than the sum of its 
parts. 

Mr Gerstner's key insight was that tech- 
nology was now more than just a pro- 
ductivity tool. It had become fundamental 
to how a company operated and thus a stra- 
tegic issue for chief executives: he and his 
peers saw technology as a central source of 
their companies' competitive advantage. 

From a customer's viewpoint, the disin- 
tegrated computing industry of the early 
1990s might have been a miracle of innova- 
tion and competitive intensity, but it was 
deeply confusing. Companies wanted to 
integrate different computing platforms 
and applications by tying them together as 
a network, but they had no idea how to do 
it. And, in an era of core competences, they 
did not necessarily want to get into that 
level of complexity themselves. Many of 
them were turning to specialist computer- 
services companies like EDs, Csc and the 
consulting arms of the big accountants. 


Big can still be beautiful 

All this convinced Mr Gerstner that, rather 
than being a weakness, 1BM's size and 
scope actually made it uniquely able to pro- 
vide what he was convinced customers 
were looking for—solutions. The challenge 
was to get the different parts of the com- 
pany working together. Part of the answer 
turned out to lie in the fledgling services di- 
vision, later to be called Global Services, 
that had been quietly started up a couple of 
years earlier by Dennie Welsh, who had run 
IBM's contribution to NASA's Space Shuttle. 

The services division had begun as a re- 
sult of 1BM’s experience running big com- 
puter systems for the government. Mr 
Welsh reckoned that there was no reason 
why that expertise should not be taken into 
the corporate sector where EDs was clean- 
ing up. The breadth of the technological re- 
sources that IBM could bring to the party 
quickly impressed its first customers. Mc- 
Donnell Douglas, an aerospace company, 
said it was like playing basketball with a 
whole bench of talent to draw on. 

There were two problems, however. 
First, could IBM be trusted to resolve the po- 
tential conflict between providing the ser- 
vice that was right for the customer and 
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promoting its own products? Second, 
would its Gs division actually be able to co- 
ordinate the different parts of rBM into pro- 
viding the kind of solution customers were 
looking for? 

The answer to both lay in what became 
Mr Gerstner’s mantra: the customer comes 
first, IBM comes second and the business 
unit comes third. Customers were always 
entitled to best-of-breed solutions. If 1BM 
didn't have the right product or could only 
offer something inferior, the Gs division 
was under an obligation to offer third- 
party alternatives. The world had moved to 
open standards and it was high time 1BM 
embraced that and stopped fighting it; in 
fact, being rejected by the Gs division 
would supply a wake-up call to any prod- 
uct area which was under-performing. 

MrGerstner's obsession with providing 
solutions prompted him into another gam- 
ble. In his first year, when 1BM posted a 
deck-clearing $8.9 billion loss and had to 
borrow money to pay its dividend, it would 
have been easy to have taken an axe to IBM's 
$6 billion-a-year research and develop- 
ment budget. In particular, the research di- 
vision, with its love of esoteric long-term 
projects that never saw the light of day and 
its record of producing winning ideas for 
competitors, must have looked ripe for the 
chop. But Mr Gerstner was so impressed by 
what he saw on his first visit to the Watson 
research centre that he stayed his hand. 
Budgets were pruned, but long-term re- 
search continued. 

Under the break-up plan, 1BM Research 
would have disappeared. Mr Gerstner 
thought it could be one of rBWw's biggest 
competitive advantages. Thanks to the 
sheer breadth of the company's activities, 
IBM’s researchers could make connections 
and share insights that would be denied to 
counterparts at more narrowly focused 
firms like Microsoft and Intel. Later this 
year, IBM will start to manufacture the first 
chips to be coated with copper instead of 
less conductive aluminium—a break- 
through product which is the result of 15 
years of research (see page 85). 

Mr Gerstner has, however, pushed the 
researchers to spend more time working on 
solutions with real customers. Nearly a 
third of rBM's research is now conducted 
with customers through a process known as 
"first of a kind". An example is a project 
with Monsanto, a pharmaceuticals com- 
pany, to map the genetic structure of plants 
and human diseases using the deep com- 
puting techniques that defeated the world 
chess champion, Garry Kasparov. 


A lucky break 

Mr Gerstner deserves credit for spotting 
that IBM's size and deep technological re- 
sources gave it a big advantage as a solu- 
tions provider. Where he was lucky was in 
the arrival of a phenomenon that stressed 
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these strengths and put IBM back at the cen- 
tre of information technology: the Internet. 

IBM caught up with the importance of 
the Internet in 1995—about a year earlier 
than Microsoft. Irving Wladawsky-Berger, a 
veteran IBM guru who advises Mr Gerstner 
on technology issues and now manages the 
Internet division, remembers how his team 
felt: "We felt a sense of elation after a dark 
period. We felt able to say to customers we 
were excited and so also was the world." 

What the Internet brought to IBM was a 
dramatic vision of networked computing 
that was based on ease of use and the open 
standards that 1BM was now committed to. 
On its own, the Internet lacked substance. 
The trick to extracting real value for cus- 
tomers from the Internet was to integrate it 
with the more solid side of rr. 

IBM has focused on this issue, rather 
than promoting any particular product or 
becoming obsessed, like Microsoft, with 
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content. Indeed, one of its first decisions 
was to get rid of its own browser (“a con- 
sumer thing that isn’t really us”, according 
to Mr Wladawsky-Berger). Soon afterwards 
it shed its Prodigy on-line service. In 1996 
IBM announced its “e-business” strategy. 
The aim was to show companies how they 
could form themselves into Internet-based 
virtual trading communities where buyers 
and sellers could meet and transact every 
kind of business securely. 

Mr Gerstner sees the Internet as a revo- 
lution that will not stop “until everything 
is digitised”. The whole point of the Inter- 
net is its ubiquity. When a company makes 
its website its front door, that door is open 
24 hours a day, 365 days a week. All its 
transactions become network-centric and 
the number of transactions goes up, possi- 
bly exponentially. 

Unsurprisingly, these predictions play 
to all rBw's strengths—big servers with “five 
nines” reliability (rBM-speak for being 
available 99.999% of the time), huge storage 
capability, bullet-proof databases, massive 
processing power, expert systems integra- 
tion and strategic planning. IBM can pro- 
vide hardware, software, training, security, 
networking and services to pull everything 
together. As one 1BMer claims: "We can 
connect the dots, making it real and 





dude 

Can 1BM really do all these things? The 
Internet has certainly helped Mr Gerstner's 
crusade to keep his troops focused on solu- 
tions. The e-business strategy stretches right 
across IBM, and, like the Gs division, pro- 
vides glue to unite disparate business units 
behind shared goals. It has also had a galva- 
nising effect on rBM's huge, but sluggish, 
software division. Although about as big as 
Microsoft's in revenue terms ($12.8 billion 
in 1997 and 17% of total earnings), IBM's 
software sales have drifted with the decline 
of the mainframe market. 

To make the jump into networked desk- 
top computing, Mr Gerstner splashed out 
$2.9 billion in 1995 for Lotus Development. 
This Boston-based software firm was being 
squeezed to death by Microsoft in the of- 
fice-suite market. 1BM’s head of software, 
John Thompson, wanted Lotus's powerful 
Notes groupware—software that allows 
workers within an organisation to collabo- 
rate and communicate more effectively—to 
be one of the building blocks of 1BM’s net- 
work computing business. 

Against the odds—big software com- 
pany acquisitions are notoriously diffi- 
cult—Lotus has been a success for 18M. One 
reason is that Mr Thompson, a grizzled Ca- 
nadian who has spent half a lifetime at 
IBM, has been punctilious about allowing 
Lotus the space it needs to be itself. “You 
have to keep the people, so you have to ask 
yourself why it is they like working there,” 
he says. Its Boston headquarters bear few 
traces of IBM and Lotus retains the infor- 
mality of a medium-sized software house. 

What has changed at Lotus is that it now 
has 1BM’s money, distribution clout and 
R&D resources behind it. Three years ago 
there were 2m Notes users, today there are 
22m. And for every Notes "seat" sold, Mr 
Thompson claims that 1BM will make three 
times as much on the package of solutions 
its sells with it. Lotus has also been at the 
forefront of rBM's Java development with 
eSuite—a package of applications that flow 
to a users PC or network computer from 
servers linked by private networks or the 
public Internet. 

Java, the programming language in- 
vented by Sun Microsystems three years 
ago, is, like the Internet, another huge 
stroke of luck for 1BM. Its “write once, run 
anywhere" capability makes it ideal for a 
networked world in which different hard- 
ware platforms and operating systems 
must be made to work with each other. It 
also enormously speeds up the writing of 
applications for those platforms because of 
its simplicity. IBM now has nearly 2,500 
Java developers working flat out to create 
new applications and provide the knitting 
for customers' networks. 

Every turnaround has its sceptics. Mr 
Gerstner's critics focus on the fact that, al- 
though 1BM's distributed-software business 


73 





| 
Í 
1 





Eoo 


Y DTA = "e ; 2m Ew A j 4 
en NER CH RES QE TENE RT. S. 


a 


TT TPRP 


THE REBI RTH OF OFI IBM ^i 


(ie, products such as Lotus Notes that run 
on a variety of platforms) has been growing 
fast (about 11% last year), around 70% of its 
total software sales are proprietary prod- 
ucts, mainly for its s/390 and As/400 host 
computers. This is evidence, argue the crit- 
ics, that mainframes are still the locomo- 
tive for most of the revenues; and main- 
frames are a declining business. There is 
some truth in this, but it paints an exces- 
sively bleak picture. 

IBM's collective family of clients and 
servers now accounts for 25% of revenues— 
about the same as its services division—and 
it has higher profit margins. But, after a pe- 
riod of dogged defence, 1BM is preparing to 
goonto the attack. Its weakest spot has been 
the s/390 server which has been losing 
ground to Hitachi's Skyline. Now it has a 
new version of the s/390—the Symphony. 
In data crunching speed, its performance 
only equals Hitachi's, but it uses 1BM’s pat- 
ented semiconductor technology called 
CMOS that allows mainframes that are 
much smaller and cheaper to run. Sym- 
phony gives 1BM the chance to upgrade its 
huge installed base of older mainframes 
and may breathe fresh life into the main- 
frame as a platform. 

Thanks to similar upgrades and the re- 
lentless demand for big machines to drive 
the Internet and other new power-hungry 
technologies like data mining, 1BM’s other 
servers also look fairly healthy. Despite 
pressure from cheap Windows-NT servers, 
the As/400 "war horse", the most ubiqui- 
tous mid-range system in the world, is en- 
joying sales growth at a double-digit rate. 
Revenues from the high-end rs/6000, the 
company's Unix server line, have been flat, 
but the range has been boosted by 1BM’s 
new massively parallel sP/2 supercomput- 
ers that it launched in April. The latest 
model is five times more powerful than the 
Deep Blue machine that beat Mr Kasparov, 
able to calculate and analyse a billion pos- 
sible chess moves a second. 

Ironically, the most bombed-out part of 
IBM's hardware business is PCs and that has 
more to do with frenzied price competition 
than with the way IBM runs its business. Al- 
though 1BM, like the market leader Com- 
paq, has been hit by excessive inventory 
clogging the distribution channel—a fate 
escaped by direct sellers like Dell—it is now 
addressing the problem by matching pro- 
duction more closely to demand. 


More than just back in the game? 


Few would dispute that 18m has found its 
way again. Just as crucially, it has also 
found the arguments to justify its inte- 
grated approach to computing. And in its 
GS division, MrGerstner has created a won- 
derful new business, growing steadily at 
over 20% a year and recruiting at the rate of 
1,500 a month. Indeed, although he is not 
the only candidate for the top job, it would 
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surprise nobody if Sam Palmisano, the furi- 
ously energetic 47-year-old salesman who 
leads the Gs division, were to succeed Mr 
Gerstner after his second five-year stint 
ends in 2003. By then, Gs could account for 
half of all rBw's revenues. 

Big Blue's shares may not trade on the 
very fancy multiples of some technology 
stocks (see chart). It is simply too big for 
that, and several of its businesses, although 
cash cows, are undeniably mature. But it 
has plainly won back respect on Wall 
Street. Even when it announced relatively 
weak first-quarter figures, which it blamed 
on the Asian currency mess and the collaps- 
ing margins in the PC market, most analysts 
maintained a firm "buy" stance. 

Can it keep going forward? Doubters 
tend to bring up three things. The first is 
IBM's reliance on clever financial engineer- 
ing. Since 1995, it has spent $20 billion on 
share repurchases—a period during which 
operating profits have been more or less 
flat. 1BM says that the buy-back programme 
reflects its desire not to hoard more cash 
than the business needs. The critics argue 
that it is a funny sort of technology com- 
pany that can't pump up either its R&D 
spending or identify a few tasty acqui- 
sitions with high-growth prospects. 

That ties into a second concern—about 
the depth of rBw's talent pool. Costs have 
been cut, but even Mr Gerstner admits that 
there are still too many rBMers who prize 
"face-time" and meetings that produce lit- 
tle of value. The company believes it can 
pick the best and the brightest from 
the world's top universities. In terms 
of pure intellectual ability that could 
well be true. But are the young peo- 
ple who want to make their career 
with 1BM as relentlessly aggressive as 
those who head for Redmond, or as 
entrepreneurial as the thousands 
who seek a fortune in stock options 
with small firms in Silicon Valley? 
You only have to ask the question. 

Somewhere behind this lies the 
third and most fundamental doubt: 
whether rBM's much-vaunted ap- 
proach to solutions is too all-encom- 
passing and risks eventually losing 
out to more narrowly focused solu- 
tions providers. Without Global Ser- 
vices, the critics argue, the picture 
would be pretty gloomy with reve- 
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nues in long-term retreat across a swathe of 
the company's activities. They also point to 
IBM's determination to struggle on in busi- 
nesses like pcs where there are other com- 
panies that do it better. 

This goes to the heart of Mr Gerstner's 
assertion that the whole of 1BM is worth 
more than its parts: that by leveraging every 
part of IBM, it can provide better solutions 
for customers. The simple answer is that, 
like many other synergy-seeking one-stop 
shops, including Citigroup, the new huge 
financial services house, it is too early to 
say. But Mr Gerstner can point to two 
things in his favour. The first is the success 
of the Gs division, which if nothing else is 
proof of the power of synergy. The cs divi- 
sion would not exist on anything like to- 
day's scale were it not for the depth and 
breadth of 1BM's activities. 

The second is his own commitment to 
make 1BM work. Few bosses get such unso- 
licited admiration, even gratitude, from 
their senior colleagues. And Mr Gerstner is 
clear in his own mind that the job is only 
half done. Having made 1BM a contender 
again in the technology business, he has 
now made regaining the leadership of that 
industry the goal of his second five years 
with Big Blue. When asked what that 
means, he says: "Our customers will tell us 
if we've achieved it. That's the only defini- 
tion of leadership that matters" In fact, 
what Mr Gerstner envisages is not the 
dominating 18m of old, but a firm that is 
seen as a "thought leader" in the industry. 

Much will depend on his ability to sell 
IBM as the provider of Internet-business so- 
lutions (according to Forrester, a consul- 
tancy, Internet commerce should be gener- 
ating $300 billion a year worldwide by 
2001). MrGerstner will also need a lot more 
of the luck that seems to have returned to 
IBM. Yet with the likes of Microsoft, Intel 
and Compaq all experiencing problems of 
their own, regulatory as well as commer- 
cial, the idea of IBM as the industry's leader 
is no longer ridiculous. 
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of last resort 


The Bank for International Settlements is trying to change its ways. The Asian 
crisis makes the transformation all the more urgent 


HE tower occupied by the Bank for In- 
ternational Settlements rises above the 
Basle skyline like the eerie mountain in the 
movie "Close Encounters", behind which 
aliens land to meet mankind. The compari- 
son is not so far-fetched. For most of its 68 
years, the Bis has deliberately shrouded it- 
selfin mystery, fostering a reputation as the 
meeting place of those who pull the main 
levers of global finance. But when those le- 
ver-pullers arrive for its annual meeting on 
June 8th, they will have to grapple with an 
unaccustomed question: is the world's old- 
est multilateral financial institution still 
indispensable? 

The financial crises in Asia and Russia 
have thrown this question into sharp relief. 
Despite their expertise in financial regula- 
tion, the Bis, and central bankers’ and bank 
supervisors committees linked to it, have 
been conspicuously absent from the list of 
experts attempting to rebuild shattered fi- 
nancial systems. To some, that is a sign that 
the institution known as “the central bank- 
ers’ bank" has reached its close-by date. To 
the more sanguine, it merely suggests that 
the bank must re-engineer itself to stay use- 
ful. Either way, a serious discussion of the 
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BIS's future is in order. 

Essentially, the Bis is two organisations 
under one roof. Its lesser-known role is that 
of private banker to central bankers, man- 
aging about 7% of the world’s total foreign- 
exchange reserves. The bank invests with an 

eye on liquidity rather than profitability, so 
its clients can withdraw funds discreetly at 
a moment's notice. This is a profitable busi- 
ness, which has allowed the Bis to amass 
around $8.5 billion of its own reserves. 

The bank's other role is as a talking 
shop. Once a month, central bank gover- 
nors from the *Group of 10" countries (in 
fact there are 11 of them) come for discus- 
sions in plush meeting rooms, and dinner. 
Some meetings are structured, others are 
informal chats to swap information and 
discuss policy co-ordination. "It's a kind of 
graduate seminar for central bankers that 
you couldn't replicate elsewhere," says Wil- 
liam McDonough, president of the Federal 
Reserve Bank of New York. 

Mr McDonough is among those who 
feel that the Bis has some changing to do. 
Founded in 1930 to channel German war 
reparations to other European states, it was 
historically an instrument of European 


monetary management. After the second 
world war, it helped clear cross-border pay- 
ments on the continent. This history has 
left it with many quirks: it is mostly owned 
by central banks, but its shares are traded 
on bourses in Zurich and Paris; it has its 
own “currency”, the gold franc; and though 
a bank, it does precious little lending. 

More recently, the BIS has become less 
Eurocentric, bringing in America, Japan 
and Canada. It has also scored some nota- 
ble successes, such as the Basle Capital Ac- 
cord, the 1988 agreement to set interna- 
tional standards for how much capital 
banks must hold, which were negotiated 
under its auspices. But it still has a dis- 
tinctly old-world feel. Eight of its 11 board 
members are European. 

This clubbiness is slow to change. In 
1996, the bank admitted nine new mem- 
bers, among them Brazil, Russia, China and 
South Korea. The newcomers, however, are 
not equal partners; they may join in some 
discussions, but may not attend meetings 
ofthe venerable G10 unless invited. The cre- 
ation of a European Central Bank must 
eventually change this. There is no ques- 
tion that the EcB should have a seat in 
Basle, and with its member states no longer 
setting their own monetary policies, Alan 
Greenspan, the boss of the Federal Reserve 
Board, will have less need to swap tales 
with the governor of the Belgian central 
bank. But the European states, not surpris- 
ingly, are loth to cede power. So sensitive is 
the issue that it may take several years to 
craft a successor to the G10. 


Coax and prod 


Fifteen years ago, the Bis was preoccupied 
with macro-management and monetary 
policy. Since the Latin debt crisis of the 
1980s, the emphasis has shifted to stabilis- 
ing the international financial system— 
which has meant, by and large, strengthen- 
ing financial regulation. The three main 
regulators’ committees at the bank—on 
banking supervision, payments and settle- 
ments, and foreign-exchange—have done 
important work establishing the mini- 
mum capital requirements for banks, draft- 
ing international principles for bank su- 
pervisors and writing a voluntary code of 
disclosure for banks' derivatives exposures. 
They have also coaxed leading interna- 
tional banks into setting up a global clear- 
ing house to reduce the risk of loss should 
big foreign-exchange trades not be com- 
pleted as the parties agreed. 

But that was yesterday's work. Some of 
those rules, such as the ones on banks capi- 
tal adequacy, already look dated. And the 
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rise of the vast financial conglomerates 
into which banks, insurers and securities 
firms are merging requires the creation of 
new methods of supervision. Andrew 
Crockett, the Bis's general manager since 
1994, has persuaded the international 
body of insurance regulators to move to 
Basle, and the Bis hopes to convince the In- 
ternational Organisation of Securities 
Commissions, now based in Montreal, to 
follow suit. So far, however, there is little ev- 
idence that these various regulators, each 
concerned with a different type of financial 
activity, have learnt to collaborate effec- 
tively in overseeing gigantic companies 
with global reach. 

In any case, the Bis's work counts for 
least where it should matter most: in 
emerging-market economies such as those 
in Asia, where weak financial regulation 
turned currency turmoil into full-fledged 
economic crisis. The opening of its first for- 
eign office next month, in Hong Kong, may 
help. Mr Crockett has also pushed to create 
an Institute for Financial Stability, which 
opens in the autumn. This will train bank 
supervisors from around the world on the 
practicalities of regulation. Bis guidelines, 
for instance, say that financial systems 
should use modern practices, whatever that 
means; the Institute will take this further, 
teaching supervisors how to classify banks’ 
problem loans so the banks will be forced 
to face up to their losses. Such real-world ex- 
pertise is woefully lacking in many devel- 
oping countries. 

The bank has cause to feel hard done by 
with regard to Asia. It had given a warning 
in mid-1997, albeit diplomatically, that 
Asia’s miracle was unsustainable. Its figures 
on loan exposures showed, for instance, 
that $68 billion of South Korea’s outstand- 
ing foreign-currency debt was due to be re- 
paid within a year, up from $54 billion a 
year before. If its tomes had been more 
widely read, might the worst have been 
avoided? A more readable presentation 
might have helped call attention to its 
numbers. The bank will soon report data 
on international bank lending quarterly, 
rather than just twice a year, and it hopes to 
help spot incipient crises by providing in- 
formation on borrowers’ obligations at 
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home as well as abroad. 

This may not satisfy its 
critics. The Bis “is the last bas- 
tion of unrestricted first-class 
travel," cracks one American 
official. Some within the bank 
see the creation of the Willard 
Group, an ad hoc grouping of 
central-bank and finance- 
ministry officials from 22 
countries to deal with the 
Asian crisis, as a deliberate 
snub—and a deliberate effort 
by finance ministers to wrest 
power from the central bank- 
ers who call the shots at the Bis. The fact that 
America and other countries ignored the 
Bis's offer to help rescue South Korea from 
financial crisis last winter has also not 
passed unnoticed in Basle. 

Mr Crockett likes to describe his bank as 
"less an organisation than a process". The 
description is apt. But you might say that 
this is also the Bis's fundamental problem. 
If it is to become truly indispensable, it 
must offer not just a process, but also a 
product that meets today's needs. 





Hong Kong's economy 


Gloomy 


HONG KONG 


HE most significant date for Hong 

Kong this past year was not, after all, the 
territorys return to China last July ist. 
Rather it was July 2nd—the day the Thai 
baht collapsed and Asia's financial storm 
grew to hurricane force. Only in the past 
few days of bleak economic news has this 
point, with a vengeance, been driven home. 

Sophisticated, transparent, well run 
Hong Kong has prided itself on being an 
island apart from the rest of Asia. Even after 
last October 23rd, when the stockmarket 
crashed and a rush to dump Hong Kong 


Tort? fy) Ee 
EET IA Li tll gum 


dollars seemed to threaten the currency's 
iron peg to the American dollar, the think- 
ing remained that the real economy would 
by and large be unaffected. As recently as 
May 24th, Hong Kong's financial secretary, 
Sir Donald Tsang, repeated the govern- 
ment's forecast of 3.5% GpP growth this 
year. The news on May 29th that the econ- 
omy shrank 2% in the first quarter of this 
year compared with 1997 sent economists 
rushing to revise their estimates down- 
wards. Hong Kong is now headed for its 
first recession since 1985. 

Asia's crisis has pricked the bubble in 
Hong Kong's property market. The price of 
residential property has fallen by more 
than 40% since the peak last year, and this 
is undoubtedly the biggest factor behind 
the economic slump. Property-related ac- 
tivities and private consumption are the 
engines of Hong Kong's economy. The fall 
in residential property prices has wiped 
$170 billion from the wealth of Hong 
Kong's people, according to Hang Seng 
bank, equivalent to half the deposits in the 
banking system. No wonder private con- 
sumption has slumped. 

The bubble was inflated by an unholy 
alliance of its British colonial rulers, the 
Chinese Communists and Hong Kong’s 
cartel of billionaire developers. When 
China, in 1984, demanded Hong Kong's re- 
turn, it suspected that Britain would run off 
with the proceeds of land auctions (bar the 
Anglican cathedral, the government owns 
all the land in Hong Kong, which it lets out 
on long leases). It insisted on limiting the 
supply of land for development to 50 hect- 
ares (124 acres) a year without China's say- 
so. This artificial shortage allowed the Brit- 
ish to take credit for rising property prices, 
the Chinese to claim that high prices were a 
barometer of confidence in their impend- 
ing rule, and the biggest developers to keep 
smaller rivals from acquiring land. 

The resulting property boom badly dis- 
torted the allocation of capital in Hong 
Kong. Mr Tung, to his credit, recognised 
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Our Commitment to Asia 
More than 50 years ago, BankAmerica made the visionary commitment 
to help finance Asia's development, and built a network to do it. 

Today, our commitment is stronger than ever. Our in-country specialists 
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and analysis necessary to thoroughly understand diverse Asian markets. 
Our product expertise and global financial strength enable us to answer 
capital raising challenges with innovative solutions. And our international 
network of issuers and investors ensures client access to opportunities 
and resources needed to grow businesses. 

Today and tomorrow, BankAmerica remains dedicated to helping 
our clients in Asia move forward. 
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this, and one of his first steps as chief execu- 
tive was to announce that the supply of 
new housing would be greatly increased, to 
85,000 new units a year. And in fact the 
property-price falls would not be alarm- 
ing—prices are merely back to 1996 levels, 
and still among the highest in the world— 
were it not for their speed. Developers are 
slashing prices on new flats. Homebuyers 
are sitting on their hands expecting prices 
to fall further. This has the government 
worried about a credit implosion, since 
bankers are unwilling to lend. 

To avert this, on May 29th the govern- 
ment eased restrictions on mortgage lend- 
ing and removed measures to curb housing 
speculation. Mr Tung’s homebuilding tar- 
gets may soon be trimmed, which would be 
another sign that the government is at- 
tempting to put a floor under property 
prices. 

To those watching its commitment to 
the currency board, more such signs would 
ring alarm bells. The board binds the Hong 
Kong dollar to the American dollar at the 
rate of 7.8 to one, with the money supply 
fully backed by reserves of American dol- 


lars. If people in large numbers cash in 
their Hong Kong dollars for American 
ones, reducing central-bank reserves, the 
economy automatically shrinks. The col- 
lapse of local share and property markets 
seems to show the system at work with bru- 
tal efficiency. These markets may have 
much further to fall. 

The government is addicted to reve- 
nues from property sales. But its support of 
property prices calls into question its abil- 
ity to bear the pain of economic shrink- 
age—and its willingness to hold the cur- 
rency peg. This is probably why the 
stockmarket lurched downwards on news 
of the stimulus package, and now stands 
27% lower than this year’s March peak. Mr 
Tung understands that the pain of keeping 
the peg is far milder than the pain that 
would come from breaking it—a move that 
would unleash yet another crisis across the 
region, leaving the banking system and 
Hong Kong' reputation as an interna- 
tional financial centre in tatters. But hedge 
funds are likely to put the government's re- 
solve to the test when the economic slump 
begins to bite. 





Japanese finance 
Out of Joint? 


TOKYO 


Asia's financial crisis is offering unusual opportunities for western firms. We 
report first on a big deal, next on a company on the prowl 


HE rule of thumb, for the legions of for- 

eign financial firms trying to elbow 
their way into the Japanese markets, has 
been simple: take care what you buy, be- 
cause you don't know what nastiness might 
be hidden inside. The result has been a se- 
ries of rather clumsy joint ventures through 
which foreigners, keen to take advantage of 
financial deregulation, hope to gain access 
to Japanese firms' clients without acquir- 
ing their problems. The announcement on 
June ist that America's acquisitive Travel- 
ers Group is buying into Nikko Securities 
shows that this rationale still holds. 

In the headlines, the deal looked spec- 
tacular: here was a foreign firm buying à 
quarter of Japan's third-biggest stock- 
brokerage and forming a joint venture to 
take over all Nikko's corporate and institu- 
tional business worldwide. This was her- 
alded as the biggest ever foreign investment 
in a Japanese financial firm—and an ag- 
gressive one, as Nikko, unlike most other 
Japanese firms that have entered into joint 
ventures, appears not to be dead on its feet. 

Yet Nikko had little choice but to get 
support from somewhere. It badly trails 
Nomura, easily Japan's biggest securities 
firm (see chart). It has been losing money, 
on and off, for years. In the past financial 
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year it made a net loss of ¥71 billion 
($578m). Its capital is thin: its shareholders’ 
equity is only ¥610 billion. With compe- 
tition hotting up and commissions on eq- 
uity trades being slashed, Nikko needed ex- 
tra cash, not least, says James Fiorillo, an 
analyst at ING Barings, for new technology. 

That is where Travelers comes in. On 
top of the money that it is putting into the 
joint venture, the American firm will inject 
some ¥220 billion of capital into Nikko. 
But it is being careful not to take over Nikko 
lock, stock and barrel. Its di- 
rect equity investment will 
amount to only ¥84 billion. 
The rest of its money goes into 
ten-year convertible bonds 
that allow it to decide in fu- 
ture whether it wants to in- 
crease its equity stake—but 
give it time to sniff out poten- 
tial  time-bombs before 
deciding. 

Most of the foreign firms 
which have been scouting for 
acquisitions in Japan—in- 
cluding Citicorp, with which 
Travelers is merging—are in- 
terested in retail customers. 
"Everybody's trying to tap 
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into the Japanese consumer," says Walter 
Shipley, head of America's Chase Manhat- 
tan Bank. In the biggest such transaction to 
date, Merrill Lynch, an American invest- 
ment bank, acquired only the retail parts of 
the defunct Yamaichi brokerage firm. But 
Travelers' strategy looks different. Its joint 
venture with Nikko will concentrate solely 
on asset-management for institutions and 
corporate business. Nikko has managed to 
keep control of what it seems to regard as 
the most important elements of its busi- 
ness: those on the retail side. Travelers will 
now own a part of this, but will get only one 
seat on Nikko's board. 

A lot of questions surround the joint 
venture. Nikko's foreign branches will be 
merged into Travelers’ investment bank, 
Salomon Smith Barney—a firm with an en- 
tirely different corporate culture. Already 
there are grumbles within Salomon Smith 
Barney about how the two will mesh. It is 
not clear that Travelers will be in the driv- 
ing seat. Nikko will own 51% of the joint 
venture (for accounting reasons, it says), 
and a lot of Nikko people will be in top 
positions. 

Travelers may also find that Nikko's 
corporate franchise is less lucrative than it 
seems. Many of its customers are unhappy, 
particularly those in the powerful Mitsu- 
bishi keiretsu, to which it belongs. The 
keiretsus main bank, Bank of Tokyo- 
Mitsubishi, is cross at not being consulted 
about being displaced as Nikko's biggest 
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shareholder. Travelers’ boss, Sanford Weill, | 


has built a well-deserved reputation for as- 
sembling a collection of second-tier finan- 
cial firms into a money machine, but in Ja- 
pan he may yet meet his match. 





GE Capital in Asia 
Vulture 


HONG KONG 


NE of the surprises of the Asian finan- 

cial crisis is how few giant multina- 
tionals have swooped down to pick up the 
pieces. Despite market valuations that ap- 
pear to offer knock-down bargains, only a 
handful of deals has been consummated, 
and those mostly between existing busi- 
ness partners. There is one company, how- 
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ever, that looks set to break the deadlock in 
rather grand fashion. 

That predator is GE Capital, the finan- 
cial-services arm of America's General Elec- 
tric Company. Since the beginning of the 
year, America's largest non-bank commer- 
cial lender has been on a one-a-month ac- 
quisition pace. Its trophies include a big 
Japanese life-insurance firm, Toho Mutual; 
Thai auto- and equipment-finance firms 
and a credit-card business; and, most re- 
cently, Philippine Asia Life Assurance. 
Nicholas Heymann, an analyst with Pru- 
dential Securities, predicts that GE Capital 
will spend at least $20 billion in Asia over 
the next three years, more than any other 
company. In the early 1990s, GE Capital 
went on a similar acquisition binge in Eu- 
rope, which now generates nearly $21 bil- 
lion in annual revenues. In Asia Mr 
Heymann expects the company to invest 
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erage. Impossible, pedants > ED 
might argue: some of the chil- © 
dren, about half, in fact, must be be- 
low average. Isn't that so? 

Consider a firm that employs five 
. workers who earn $10,000, $10,000, 
| $12,000 $18,000 and $200,000 respec- 
| 
| 
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tively. The managing director can fairly 
boast that the average wage is $50,000. 
He is less likely to admit that 80% of the 
workers earn less than the average. 
| It is always wise to ask, “Which aver- 
age?”. Most familiar is the mean— 
| $50,000 in the wages example. But the 
term has two other definitions. The me- 
| dian is found by ranking all values and 
selecting the one in the middle. The 
mode is the most common value. For a 
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nd the median is more useful 
than the mean: it would show | 
the “average” wage in the above ex- 
ample to be only $12,000, not $50,000. 
Means and medians can tell differ- 
ent stories about many things—even in- 
flation. America’s official consumer- 
price index (cpt) is the weighted mean of 
price changes in a basket of goods and 
services. By this measure inflation has 
fallen to an annual rate of only 1.4%. But 
there is a less famous index, calculated by 
the Federal Reserve Bank of Cleveland, 
that attempts to measure the median 
rate of inflation. This index excludes 
items with big monthly price changes 
(such as fuel, in recent months) which are 
likely to be caused by one-off factors, in 
order to measure a core rate of inflation. _ 
The median cri is up 2.8% over the past 
year (see chart), and in the past three 
months has risen at a 3.5% annual rate— 
well above the official inflation figure. 
Which measure is better depends, as _ 
ever, on the purpose for whichitisbeing | 
used. The mean CPt is superior as an esti- | 
mate of change in the cost of living and 
thus should be used for indexing tax 
brackets or welfare benefits. The median | 
cpl, however, may be preferable as a | 
measure of underlying inflationary pres- 
Sures—especially because, historically, 
when the mean cp1 deviates from the 
median it tends to move back towards 
the median, not the other way round. 





. à , = 4 d 
harg pa s 
JM. e ZEN z 





twice as much money in halfthe time. 

GE Capital makes no secret of its ac- 
quisitive ambitions, but says that Mr 
Heymann’s eye-catching figure is particu- 
larly optimistic guesswork. Perhaps. But ex- 
planations that the company simply in- 
vests as and when opportunities present 
themselves take on a different meaning 
when one considers that it has about 75 
people in the region scouting for prey. 
"They're everywhere," groans the head of 
one competing bank. 

A lust for acquisitions is not only in GE 
Capital's character, it is a necessary part of 
its strategy. Barely known outside the fi- 
nance industry, GE Capital is nevertheless 
the engine of General Electric's growth. It 
makes nearly $5 billion a year, more than a 
third of the conglomerate's profits, and by 
itself would rank as one of America's 20 
largest financial firms. Driving its success is 
a corporate obsession with return on eq- 
uity. The consequence of this is that it has 
lots of cash and a desire to invest it aggres- 
sively. What better way than through acqui- 
sitions, especially at fire-sale prices? 

Asia offers plenty of other advantages 
these days. Financial markets in much of 
the region are opening to foreign firms, cre- 
ating opportunities to get in before the 
competition heats up. Consumer-finance, 
leasing and credit-card businesses are still 
in their infancy in some countries, with 
many small, inefficient operations that 
will have trouble standing up to GE Capi- 
tal’s considerable scale economies. GE Cap- 
ital’s low cost of capital, thanks to the triple- 
A rating of its parent, puts it in stark 
contrast to most Asian firms, which must 
now pay a premium for whatever loans 
they can get. And its strongest business is 
equipment leasing, which allows compa- 
nies to take capital costs off their balance 
sheet—something that debt-laden Asian 
firms are particularly keen to do just now. 

So why is GE Capital not moving faster? 
Mostly, says Dan Mudd, its vice president 
for Asia-Pacific, because it is hard to find 
deals that deliver on the theoretical prom- 
ise. Many troubled companies still hope for 
salvation, or debt forgiveness. Few are yet 
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GAINING CURRENCY 


Ambroveneto 


International Bank Ltd 


Ambrosiano Veneto 





US$500mn subordinated 
FRN due January 2008 


Joint Bookrunner 


December 1997 


Kingdom of Spain 
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EURO tbn 6% bonds 
due 31 January 2029 


Joint Bookrunner 


February 1998 


Finance for Danish 
industry A/S 


Tranche 1: USS 250mn 
FAN due 27 May 2003 


Tranche 2; ECU 150mn 
FRN due 27 May 2003 


Joint Bookrunner 


April 1998 








Baden-Württemberg 
L-Finance NV 


Baden-Wirttemberg 
L-Finance N.V 


DM 1bn 5.375% bonds 
due 5 February 2010 


Joint Bookrunner 


January 1998 


BankAmerica 
Corporation 


Bank America Corporation 


USS 500mn FRN 
due 24 March 2003 


Sole Bookrunner 


March 1998 


Westpac Banking 
Corporation 


Ufeatpac Banking Corporation 


AS 300mn FRN 
due 19 May 2003 


Sole Bookrunner 


April 1998 


Caisse centrale 
Desjardins 


FFR 500mn 5.5% 
subordinated bonds 
due 18 March 2013 


Joint Bookrunner 


Fobruary 1998 


Fannie Mae 


E FannieMae 


Y 100bn 1.75% bonds 
due 28 March 2008 


Joint Bookrunner 
March 1998 


Inter-American 
Development Bank 


GRD 10bn 7.5% bonds 
due 21 May 2001 


Sole Bookrunner 


May 1998 


In today's marketplace, it is not what you say that counts - it is what you do. And at Barclays Capital, we believe that our 
transactions speak volumes about us. Not just about our strong distribution, but about our US$ 350 billion balance sheet, our AA 
credit rating and our ability to devise focused integrated solutions for our clients. In the first 5 months of 1998, Barclays Capital has 
lead-managed 62 transactions totalling some US$ 16.3 billion, including Australian Dollars, Deutschmarks, EUROS, French Francs, 
Greek Drachma, Italian Lira, US Dollars and Yen. Indeed, Barclays Capital acted as the first European bookrunner for a Global Yen 
transaction, reopened the Australian Dollar FRN market and launched the first Upper Tier 2 transaction for an Italian bank. That is 
in addition to being the number one bookrunner in Sterling.* 


BARCLAYS 
CAPITAL 


A SHARPER FOCUS 


BOMBAY CHICAGO FRANKFURT HONG KONG 


JOHANNESBURG LONDON 


MILAN NEW YORK PARIS SINGAPORE TOKYO 





And in 13 other cities across the world http://www.barclayscapital.com 


lasued and approved hy Barclays Bank PLC. regulated by SFA end member a! 


* Source, M Securtes Oats 
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| | Unfortunately, though, the boost to | 


Petit prix 
| HE country which hosts the World 
| Cup has a knack of winning football's 
biggest prize too. As it gears up for a 
month of soccer, France will be hoping to 
emulate England's success in 1966 and 
Argentina's in 1978. If the French fail to 
lift the trophy, though, could they still be 
in for a financial windfall? 

This years World Cup is the biggest so 
far, with 32 teams competing, up from 24 
last time. Free-spending fans are prepar- 
ing to flock to France, which is already the 
world's most popular tourist destination. 
That could give the economy, which is 
only just recovering from several years of 
sluggish growth, a much-needed kick. 

Around FFr11 billion ($1.8 billion) has 
. already been spent on improving stadi- 
ums and facilities. Most of the work was 
completed last year, though. The main 
boost to the economy this year should 
come from higher spending during the 
tournament. Ticket sales alone are ex- 
pected to bring in around FFr1.4 billion, 
sponsorship another FFr900m. David 
Brickman of PaineWebber, an American 





desperate enough to sell at what Mr Mudd's 
crack number-crunchers think they are 
worth. Those that are willing, he adds, are 
rarely worth buying. "The truly desperate 
need to be buried, not bought," he says. 





Orange County 
Seller beware 


NEW YORK 


OR many Wall Street investment banks, 

1994 was a dreadful year. An unex- 
pected leap in interest rates left several 
well-known clients facing huge losses on 
their investments. Rather than take the hits, 
some of them sued their investment bank 
for selling them poor products or giving 
bad advice. On June 2nd Orange County, a 
Californian municipality which went 
bankrupt because of such losses in late 
1994, was nicely rewarded for this strategy 
when Merrill Lynch, America's biggest in- 
vestment bank, agreed to pay it more than 
$400m in an out-of-court settlement. 

So much for *buyer beware". Certainly, 
buying financial products can be a compli- 
cated business. Some of the big losses in 
1994 involved derivatives linked in com- 
plex ways to interest rates. And certainly, 
some products were sold over-aggressively. 
But in the case of Orange County, says 
Tanya Beder of Capital Market Risk Advis- 
ers, which investigated the affair, the finan- 
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investment bank, thinks foreign fans will 
spend an additional FFr1,000-1,500 a day 
each on food, drink and hotels. French Tv 
companies should benefit too: a 30-sec- 
ond ad slot during the final will cost a 
record FFri.5m if France is playing, and 
FFrim otherwise. And there may be a rush 
for extra televisions and videos from 
those trying to escape the football. 





Vive le football! 


cial products involved were fairly straight- 
forward. Problems arose largely because the 
county borrowed excessively to buy them. 
Robert Citron, the county treasurer, seemed 
to know what he was doing. He was jailed 
for one year for securities fraud. 

In the end, the cost of Orange County's 
financial misjudgments will be surpris- 
ingly modest—to Orange County, that is. 
Merrill Lynch's cash comes on top of sub- 
stantial payments from KPMG (the county's 
auditor), Credit Suisse First Boston and oth- 
ers. Outstanding cases against 17 other Wall 
Street firms are expected to bring in up to 
$200m more. Orange County is even suing 
Standard & Poor's, a credit-rating agency, 
for rating its bonds too highly. The total re- 
covered is likely to be around $800m. Add 
that to the $700m profits made by Mr Cit- 
ron's strategy before it went wrong and the 
county will have made back almost all of 
the $1.6 billion it lost in late 1994. 

The dispute between the county and 
Merrill boiled down to whether the invest- 
ment bank should have known that Mr Cit- 
ron was trading inappropriately and, if so, 
whether it should have refused to do busi- 
ness with him. County officials argued that 
some of Mr Citron's deals infringed Cali- 
fornia's constitution, and that Merrill 
Lynch was thus liable for any losses. Merrill 
Lynch responded that it was dealing with a 
sophisticated buyer who was acting in full 
public view, and that the firm had no duty 
to probe deeply into whether its invest- 
ment strategy was appropriate. Officially, 


growth may be quite small. Indeed, since | 
the 1960s only Spain (in 1982) and Amer- | 
ica (in 1994) have enjoyed fastergrowth in | 
the year they hosted the World Cup than 
in the three previous years, according to | 
Mr Brickman. Euro 96, the European soc- | 
cer championship held in England two 
years ago, generated only an extra £120m 
($195m) in spending—a mere 0.02% of 
British GpP—according to “Football | 
Came Home", a report on its economic | 
impact. Although the World Cup is a 
much bigger event than Euro 96, the fi- 
asco over ticket sales may deter many for- 
eigners from travelling to France—and 
may cost the organisers a huge fine from 
the European Court. 

Moreover, much of the World Cup 
spending will replace rather than add to 
other spending. Tourists who don't like 
football, for instance, may avoid France 
this year. French fans who spend up to 
FFr2,250 for a ticket may cut back else- 
where. And if workers at Air France go | 
ahead with their threat to strike during 
the World Cup, the French could score an 
own goal and lose even the paltry eco- 
nomic benefits that are on offer. 








the bank settled because it did not want to 
bear the legal costs of fighting on, but it 
clearly was not confident that its case 
would convince a jury. 

In some ways, it is a pity the matter did 
not go to trial. Because cases such as these 
tend to be settled out of court, precisely 
what duty a seller of financial products 
owes to its client remains horribly vague. As 
a result, there is nothing to stop a loss-mak- 
ing client's imagination from running wild 
over the settlement that threats might 
achieve. Until legal uncertainties are re- 
solved, bankers had better remember that 
they cannot know their clients too well. 
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Morgan Stanley Dean Witter is à service mark af Morgan Stanley Dean Witter & Co. 











Bringing Capital 
Back to Asia: 
Eight Votes of Confidence 


Morgan Stanley Dean Witter is committed to the long-term in Asia. We are pleased to be among 
the firms adding resources in terms of people, capital and technology to the region, and thereby 
investing and expressing our own vote of confidence in the future of Asia. We follow a deep rooted 
philosophy of building client relationships, based on faith and respect from both sides. Recognizing 
that each client is different, we share with each a common promise: our long-term commitment to 
building business. So far in 1998, we have been working hard to bring capital back to Asia: 


We helped Bangkok Bank raise USS1.1 billion in the largest-ever Thai equity offering, 
distributing the shares of Thailand’s largest commercial bank globally among 200 investors. 


We facilitated Temasek's US$1 billion zero coupon exchangeable into Singapore 
Telecom, the largest ever in Asia, with our partners at DBS Bank. 


We worked with the Republic of the Philippines to help reopen the bond markets for 
Asian sovereign issuers with their successful US$500 million bond offering. 


In continued partnership, we lead managed a convertible for New World 
Infrastructure — one of the first overnight Asian convertibles in 1998. 


For Shanghai Industrial, we jointly led the first overnight equity-linked convertible 
bond offering for a "red-chip" issuer to be completed in 1998. 


We assisted Daesang in raising capital with the sale of its lysine business to BASF — 
the largest sale to date of a Korean business, and this year's first major restructuring. 


We brought our Asian expertise to the 50% sale of Soon Hua Seng Group's National 
Power Supply — despite economic and project uncertainties. 


We thank our clients who put their trust in us and we look forward to assisting more clients 
in the future, based on building confidence earned by the business of today. 


MORGAN STANLEY DEAN WITTER 
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Race, sex and the dismal science 


denial rates for blacks were eight percent- 


¢ Discrimination against many protected groups is illegal in America. Can é 
| age points higher than those for whites, | 


economists tell when it is happening? 


ORE than 30 years after the passage 
of America's landmark civil-rights 
legislation, discrimination is still an ex- 
plosive social issue. Although it is illegal 
to treat female job applicants differently 
from males or to refuse to rent flats to His- 
panic families, many Americans believe 
that unfair treatment persists in many 
parts of their economy. 

There is noquestion that there are eco- 
nomic inequalities in America. Women 
earn less than men; Hispanics earn less 
than non-Hispanics; blacks are less likely 
to have mortgages than Caucasians. But 
are these inequalities due to deliberate 
discrimination, or are other factors at 
work? Economic analysis should be able 
to reveal the answer. But as a symposium 
in the Journal of Economic Perspectives* 
makes clear, discrimination is devilishly 
difficult to pin down. 

The legal definition of discrimination 
is disparate treatment of an individual 
on the basis of race, gender, age, religion 
or ethnic origin. The first economic at- 
tempt to understand such behaviour, de- 
veloped by Gary Becker of the University 
of Chicago, suggested that prejudiced in- 
dividuals with a "taste for discrimina- 
tion" must face additional costs if their 
prejudice is unfounded. A bigoted factory 
owner, for instance, will have to pay 
higher wages if he insists on hiring only 
white employees, and this will make his 
business less profitable than that of an 
unprejudiced competitor. 

Since a price must be paid for preju- 
dice, many economists have suggested 
(though Mr Becker’s own model does not 
necessarily imply this) that in fully com- 
petitive markets discrimination should 
eventually disappear, because prejudiced 
firms will fail. Discrimination could per- 
sist only if entrepreneurs are willing to 
sacrifice part of their returns or if custom- 
ers share—and are prepared to pay for— 
the employer's prejudice. 

This taste-based analysis may well ex- 
plain discrimination in settings where 
individuals interact and so tastes matter. 
But it is less successful at explaining prej- 
udice in one-off or impersonal transac- 
tions. For instance, it does not clarify why 
blacks might find it harder than whites to 
get mortgage loans. In these situations, a 
second theory, offered by Kenneth Arrow 


* "Discrimination in product, credit and labour mar- 
kets”. Spring 1998. 
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and Edmund Phelps in the early 19705, is 
more useful. Their approach, called "sta- 
tistical discrimination", suggests that peo- 
ple use an individual's race or sex as a 
proxy for individual characteristics. Thus 
a mortgage company might be reluctant 
to lend toa black client because it believes 
blacks, in general, have higher default 
rates. Using a racial "proxy" is cheaper for 
the mortgage company than examining 
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the individual's own credit history. 
Unfortunately, this theory also is hard 
to square with persistent discrimination. 
The reason is that even if such a proxy is 
generally correct for a large group, it will 
not be true for all individuals within the 
group. Those firms able to distinguish 
among, say, high-risk and low-risk bor- 
rowers on an individual basis will even- 
tually win out over those who use crude— 
and discriminatory—proxies. 
Discrimination might be easier for 
economists to understand if they were 
able to measure it. There are two main 
techniques for doing this. The first is re- 
gression analysis, which seeks to measure 
whether an outcome, such as wage dif- 
ferentials between blacks and whites, is 
correlated with race once all other rele- 
vant factors, such as education and ex- 
perience, are taken into account. Regres- 
sion analysis has provided important 
evidence: a famous study of mortgage 
applications by the Federal Reserve Bank 
of Boston, for instance, showed that loan 


once a large number of factors that af- 
fected the risk of default were included. 

But, as John Yinger, of Syracuse Uni- 
versity, points out in the JEP symposium, 
regression analysis has drawbacks as a 
tool for measuring discrimination. In 
particular, it is hard to measure certain 
variables, such as the quality of an indi- 
vidual's *human capital", which may ex- 
plain employer decisions that superfi- 
cially appear discriminatory. Excluding 
such factors overstates discrimination in 
the labour market; including them may 
understate it, since the quality of human 
capital may be related to discrimination 
in other areas, such as education. 


Take a test 


An alternative technique for studying 
discrimination involves audits. In an au- 
dit, two individuals or couples, equal in 
all respects save one (such as race or sex) 
sequentially visit an employer, banker or 
rental agent to look for evidence of forms 
of disparate treatment that would other- 
wise be difficult to capture statistically. A 
1991 employment audit in Washington, 
DC, for instance, showed that white testers 
were almost 1096 more likely to be invited 
for job interviews than black testers. A 
1989 study involving 2,000 audits of 
American estate agents found only 13% of 
black testers posing as house buyers were 
offered assistance in mortgage financing, 
compared with 2456 of white testers. 

Audits, however, have their problems 
as well, as James Heckman, of the Univer- 
sity of Chicago, points out in a penetrat- 
ing commentary. Audit studies assume 
that pairs of testers are alike in every rele- 
vant way save one. This may well not be 
the case. Employers may react differently 
to different auditors for reasons that have 
nothing to do with race or sex, meaning 
that audits may detect discriminatory be- 
haviour when there is none. Funda- 
mentally, audits and regressions suffer 
the same problem: it is hard to identify 
the characteristics that matter. 

So how well has America dealt with 
discrimination against the various 
groups its lawmakers have sought to pro- 
tect? Anecdotally, there is ample evidence 
that discrimination is far less rampant 
than it used to be, but that it is still all too 
common. Very few studies, however, have 
sought to look at changes in discrimina- 
tion over time. Demonstrating incon- 
trovertibly that it even exists is still be- 
yond the ability of the dismal science. 
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The road to Damascus 


Anew copper-based chip-making technology really does look as if it will revo- 


lutionise the electronics industry 


OORE'S meta-law, as coined by The 
Economust, states that every im- 
provement in the technology of chip-mak- 
ing is followed by a spate of press articles, 
most of which begin by describing Moore's 
law, hailing the improvement as a break- 
through. (Moore's law itself predicts that 
the power of silicon chips will double, and 
that their cost will halve, every 18 months or 
so until the cows come home.) 

Such a spate of articles did, indeed, fol- 
low IBM's announcement in 1997 that it 
hoped to improve its chips by wiring them 
internally with copper rather than alumi- 
nium. That announcement and the re- 
sponse it stimulated were, in fact, what led 
us to formulate the meta-law in the first 
place. For once, however, the hype-mer- 
chants may have got things right. Copper 
wiring—an idea that may seem obvious to 
home electricians, since copper is a better 
conductor than aluminium—now looks 
likely to revolutionise chip design, particu- 
larly when combined with a second tech- 
nology known as low-dielectric-constant 
(low-k) insulation. 

That judgment is supported by the be- 
haviour of rBM's American rivals, most of 
which have copied it by quickly updating 
their “roadmaps” (the 15-year rolling plans 
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describing the technical hurdles they have 
to overcome in order stay competitive) to 
pave them with copper and low-k materi- 
als. It is also supported by the behaviour of 
IBM's Japanese competitors. Having failed 
to anticipate the change, all of them are 
now having to introduce crash pro- 
grammes to stay in the race, at a time when 
most are strapped for cash. 


Converted to copper 


In chip making, as in many other fields, 
size is everything—the smaller the better. 
For more than 30 years, the "line width" of 
chips (the minimum dimensions of the 
components on their surfaces and, cru- 
cially, ofthe spaces between them)has been 
shrinking without the need for a change of 
the basic materials. In particular, the 
"wires" that connect a chip's transistors to 
the outside world have been made of alu- 
minium, and the insulation that stops 
"cross-talk" between those wires has been 
made of silicon dioxide. But engineers have 
now come to the end of that particular 
road. With these materials, a line width of 
less than 0.25 microns (millionths of a me- 
tre) becomes increasingly difficult and 
costly to make. The move to copper is not 
yet mandatory, but, somewhere below the 


present size, cross-talk becomes intolerable. 

Individual semiconductor firms have 
their own ideas about when and how to 
make the move to copper. IBM, for instance, 
has made the jump at 0.2 microns, while 
vLSI Technology, a specialist chip maker in 
San Jose, California, plans to stay with alu- 
minium until 0.15 microns. The rest are 
somewhere in between, with 0.18 microns 
the average. But all of them know that, 
sooner or later, they will have to make the 
change. The only way they can overcome 
the cross-talk problem is to use better con- 
ductors (which are less likely to leak elec- 
trons) and better insulators (which are 
more likely to stop those that do leak). 

The reason that copper has not been 
used for the wiring in the past is that it 
tends to diffuse into a chip's silicon sub- 
structure, spoiling the chip's performance. 
IBM's engineers have got round this by us- 
ing nifty insulation layers. They have also 
developed a version of the “Damascene” 
technique of chip making. This technique, 
which is named after a jewellery process 
perfected by the Toledo craftsmen of 15th- 
century Spain, lends itself particularly to 
the use of copper rather than aluminium 
for the metallised parts of a chip. 

Conventional chip making builds up 
the components on a silicon wafer layer by 
layer. The Damascene process works the 
other way round. It begins in the usual way 
with a thick layer of silicon dioxide, on to 
which the pattern of transistors and inter- 
connections is printed. But the metal inter- 
connections are then made by etching mi- 
croscopic trenches in the insulating 
substrate and filling them in with a con- 
ducting metal. And, though Damascene 
technology will work with aluminium, 
copper is a far better material because it 
flows more readily into the nooks and cran- 
nies deep within the narrow trenches. 

The special trick 1BM came up with was 
to apply a thin barrier layer—no more than 
0.02 microns deep—of something like 
tungsten nitride. This prevents the copper 
from diffusing into the silicon. On top of 
that, an even thinner layer of "seeding" ma- 
terial is deposited as a primer coat to help 
lock the copper in place. (The actual com- 
positions of the barrier and seed layers are 
trade secrets that 1BM is understandably re- 
luctant to discuss.) Thanks to its so-called 
"double-Damascene" process, which elimi- 
nates two of the eight steps normally re- 
quired to make chips this way, 1BM's cop- 
per-based chips are reckoned to be 20% 
cheaper than conventional ones. 

The copper chips also use less juice— 
and thus run cooler. That means they can 
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be cranked up to much higher speeds—over 
a gigahertz—without over-heating. (Today's 
fastest chips operate at little more than half 
this speed, around 600 megahertz.) The 
first applications of the new chips when 
they hit the market this autumn will there- 
fore be in engineering workstations and 
mainframe computers. 

Prototype versions for powerful per- 
sonal computers have, however, already 
started appearing. Last February, IBM 
showed off a 400 megahertz copper-based 
PowerPc microprocessor for an Apple Mac- 
intosh computer. It ran rings around the 
standard version. Full-scale production of 
this chip at 1BM’s big plant in Burlington, 
Vermont, is scheduled to start in Septem- 
ber. Apple’s other supplier of microproces- 
sors, Motorola, also expects to have a cop- 
per-based version of the Powerrc chip in 
production by September. 

Intel, the largest manufacturer of micro- 
processors, is holding its cards closer to its 
chest (though it is reportedly pursuing cop- 
per interconnections intensively). But Ad- 
vanced Micro Devices, a Californian firm 
which produces clones of Intel's Pentium 
chips, has already demonstrated a series of 
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copper-based versions that it is using for 
evaluation purposes. 

The chip maker that has made the most 
significant advance, however, is Texas In- 
struments. It has produced demonstration 
chips that marry low-k dielectrics to copper 
interconnections. Production versions of 
these chips promise to be at least ten times 
faster than today's best. 

The insulator concerned is a propri- 
etary product called "Xerogel'—a solid 
foam of air trapped inside microscopic 
glass balls. Air is the next best insulator after 
a vacuum. The pure nothingness of space 
has a dielectric constant (a measure of its 
insulating qualities) of unity. By compari- 
son, silicon dioxide's dielectric constant is 
a lousy four. The dielectric constant of Xero- 
gel is believed to be in the vicinity of 2.5. 
Combining low-k materials with copper 
wiring should allow the line width of chips 
to be brought down still further—possibly 
to as low as 0.12 microns. This means that 
the components on Texas's chips can be a 
quarter the size of those pushing against 
the 0.25 micron limit. And that, in turn, 
suggests that the cows have not come home 
quite yet. 





Ribozymes 


Cutting a dash 


Biotechnologists once considered RNA as DNA's poor relation. But 


“ribozymes” 


ieces of RNA that act as enzymes—are offering new disease 


treatments and new interest for drug discoverers 


OME molecules have all the luck. DNA— 

the stuff that genes are made of—attracts 
thousands of scientists, billions of research 
dollars and endless ethical debate. And all 
DNA does is sit in a cell’s nucleus, waiting 
for other molecules to do its bidding. 
RNA, on the other hand, is a cellular 
Cinderella. Unlike its genetic sister, 
it has to work for a living, ensuring 
that the messages encoded in DNA 
are transformed into proteins. 

So, while DNA is the darling of 
biotechnology, RNA has largely been 
its drudgé Butno longer, for RNA has 
some unu talents which DNA 
usually lacks. One of these is cat- 
alysing chemical reactions—a job 
that is normally carried out by pro- 
tein-based enzymes. However, un- 
like such enzymes, which promote 
chemical reactions in all sorts of 
molecules, most ribozymes act only 
on other pieces of RNA. 

In particular, they are dab hands 
at editing messenger RNA (mRNA). 
This is the stuff that carries the mes- 
sage of the genes to the parts of a cell 
that make proteins (it is, in effect, a 
working copy of the gene in ques- 
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tion). Ribozymes can carefully cut out cer- 
tain bits of mRNA, and are therefore pro- 
viding biotechnologists with novel ways to 
attack diseases. For when a disease is 
caused by a faulty protein (which is, in turn, 
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the result of a faulty gene), it may be possi- 
ble to use a ribozyme to inhibit the RNA 
messenger so that the faulty protein is not 
produced. And if an infectious agent such 
asa virus relies on RNA, a suitable ribozyme 
may chop that RNA up and stop the infec- 
tion spreading. 

Several researchers, some with com- 
mercial backing, are pursuing these ideas. 
One of the most recent to join the fray is 
Bruce Sullenger, of Duke University in 
North Carolina. In the latest issue of Sci- 
ence, Dr Sullenger and his team have 
shown how ribozymes can be used to cor- 
rect the genetic defect that causes sickle-cell 
anaemia, a crippling and often lethal dis- 
ease that particularly afflicts people with a 
West African background. 

Sickle-cell anaemia, which destroys red 
blood cells, is caused by a mutation in the 
gene for *beta" haemoglobin. This is the 
adult form of the protein responsible for 
carrying oxygen around in the blood. The 
mutation causes molecules of beta hemo- 
globin to clump together inside red blood 
cells. The cells then lose their shapes and 
clog up the victim's blood vessels. 

Most people with the disease suffer ex- 
cruciating pain and early death as a result. 
But a small fraction suffer less, because 
their red blood cells also contain another 
form of haemoglobin, called fetal (or 
"gamma") haemoglobin, which prevents 
the molecules of the beta version from 
sticking together. 

Dr Sullenger reckons that if only a tenth 
of the dodgy beta haemoglobin could be 
transformed into gamma haemoglobin, 
then patients might be spared the symp- 
toms of the disease. To test his idea, he in- 
troduced some ribozymes into blood cells 
taken from sickle-cell patients. 

These ribozymes were engineered to 
bind specifically to beta haemoglobin 
mRNA, cut it, and replace its mu- 
tated part with a stretch of gamma- 
haemoglobin mRNA which the in- 
troduced ribozyme brought along 
with it. And this is exactly what hap- 
pened. As Dr Sullengers experi- 
ments show, his designer ribozymes 
can transform the message for faulty 
beta haemoglobin into functional 
gamma haemoglobin. 

Success in a test tube is no guar- 
antee of a cure, of course. Dr 
Sullenger does not yet know if his 
technique will convert enough mu- 
tant beta haemoglobin to stop 
clumping and the onset of the anae- 
mia. So next on his agenda is proof 
that such ribozymes will work in 
mice. But if they can edit bad genetic 
news into glad tidings in live ani- 
mals in this case, he plans to extend 
his experiments by testing them 
against the mRNA from faulty ver- 
sions of the genes that produce can- 
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ROM yodelling to cuckoo clocks, Swit- 
zerland is a land of strange creations. 
But some of its most fanciful creatures— 
genetically engineered species—may 
soon find themselves homeless. On June 
7th the country votes in a referendum on 
a proposal to ban the production and pat- 
enting of genetically modified plants and 
animals, as well as blocking their release 
into the environment. 
In a country with the scientific clout 
of, say, Andorra, this might raise few hack- 
les. But Switzerland is home 
| to Novartis and Roche, two 
| of the world's leading 
| pharmaceutical companies. 
| They, and university re- 
searchers, are unhappy at 
the prospect of a ban and 
have spent the past few 

, months campaigning ag- 
ainst it. They have also, ac- 
cording to industry sources, 
spent SFr&m ($5.4m). 

The "yes" campaign (ie, 
those in favour of the ban) is 
spearheaded by the Groupe 
de Travail sur Le Génie Gén- 
étique, a coalition of 70 

| environmental-protection, 





Will the Swiss rebottle the genie? 


animal-rights and other special-interest 
groups with almost 500,000 members. It 
has been at work since the last genetics 
referendum, in 1992. Then, almost three- 
quarters of voters approved a constitu- 
tional amendment putting strict limits 
on human genetic testing, gene therapy 
and in vitro fertilisation. This time, how- 
ever, things look more evenly matched. 
An opinion poll conducted at the end 
of April by Le Temps, a Geneva-based 
newspaper, showed 40.1% against the 
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proposal versus 23.7% in favour (the rest 
were undecided). But a recent television 
survey suggests an even split between the | 
camps. In order to pass, the referendum 
needs to attract 50% of the overall vote 
and also to carry half of Switzerland’s 26 
cantons. It will probably be approved in 
the country’s small, conservative, Ger- 
manic cantons, but is unlikely to win the 
day in places such as Basle—the centre of 
Switzerland’s pharmaceutical industry. 
That is not surprising. According to a 
study published in 1996 by Spyros 
Arvanitis and Bernd Schips of the Group 
for Industrial Economics at Zurich’s Fed- 
eral Institute of Technology, 
a ban would cost 42,000 
jobs, over SFri2 billion in | 
pharmaceutical sales and 
2% of GNP by 2005. Ruth 
Gonseth, the head of the | 
Groupe de Travail, disputes | 
this, but some impact on the 
Swiss economy bie be in- 
evitable. Nov and 
Roche are mt Phi 
companies, and. Basle is 
close to the French and Ger- 
man borders, No prizes for 
guessing where the compa- 
nies’ genetic-engineering | 
laboratories will be built if 
the Swiss say “yes”. | 
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cer-suppressing proteins. 

Dr Sullenger's ribozymes are unique in 
their subtle editing of mRNA. But other 
types of ribozyme do not bother with such 
niceties: they just cut mRNA and run. These 
molecules have already found their way 
into patients, courtesy ofa handful ofenter- 
prising biotechnology companies. 

Among them is Dr Sullenger's commer- 
cial partner, Ribozyme Pharmaceuticals In- 
corporated (RPI), which is based in Boulder, 
Colorado. RPI is running clinical trials with 
a ribozyme specifically designed to attack 
the life-cycle of the A1ps-causing virus, HIV. 


Kill the messenger 
Last year, in a preliminary trial, the com- 
pany took so-called cp34+ cells from the 
blood of a patient infected with Hiv and 
genetically engineered them to produce 
ribozymes which attack the mRNA from 
HIV genes, Since CD34+ cells are the precur- 
sors of several other sorts of blood cell, the 
hope was that the engineered cells, when 
re-introduced into the patient, would pro- 
liferate into functional blood cells that 
were immune to the ravages of HIV. And in 
four ofthe five patients tested, they did. 
According to Ralph Christoffersen, the 
head of rPI, that trial could not tell if the 
technique gave an additional boost to the 
health ofthe patients involved. (They are al- 
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ready taking anti-Hiv drugs, and so their 
symptoms are much ameliorated.) A sec- 
ond trial which is about to start might re- 
veal this. Nevertheless, the fact that RPr's sci- 
entists can trick the body into producing 
defensive ribozymes, if only for a few 
months, has Dr Christoffersen very excited. 

It excites others, too. Gene Shears, a bio- 
technology company based in Sydney, Aus- 
tralia, has just started a similar trial to RPr's. 
And, using a related cell type and different 
HIV target, a third firm, San Diego-based 
Immusol, is also trying its hand. 

Ribozymes are ready to treat other dis- 
eases as well. RPI is about to apply for per- 
mission to test them in patients with breast 
and lung cancer. In mice, the company's 
ribozymes against a protein called the 
VEGF receptor stopped lung cancers from 
developing the blood supply they need to 
survive. As a result, the growth and spread 
of tumours fell by 75% compared with un- 
treated animals. 

Immusol has also set its sights on heart 
disease. The company is waiting to start a 
big trial of a treatment that uses ribozymes 
to block a dangerous thickening of blood- 
vessel walls known as restenosis. This is a 
common complication of balloon angio- 
plasty, a procedure used to open up clogged 
blood vessels. Pigs, too, develop restenosis 
after angioplasty. But those treated with Im- 


musol's ribozymes against PCNA (a protein 
involved in restenosis) have less of it—40% 
less than their untreated counterparts. 

Not surprisingly, large pharmaceutical 
firms are taking an interest in ribozymes. 
On May 20th, RPI signed a multi-million 
dollar deal with Roche, a Swiss drug com- 
pany, for the use of its ribozymes to identify 
unknown genes. (Immusol has a similar, 
longer-standing arrangement, with a fel- 
low American firm, Pfizer.) 

The partners will employ RPi's vast 
"combinatorial library" of ribozymes in 
the hunt. This library consists of 60m dif- 
ferent sorts of molecule, each of which cuts 
a different sequence of mRNA. The plan is 
to put each ribozyme into a single cell and 
watch how it changes that cell’s behaviour. 
If, for example, the cell starts to act like a 
cancer cell, then there is a good chance that 
the ribozyme concerned has destroyed the 
mRNA for an anti-cancer protein. 

By studying that ribozyme in detail, it 
should be possible to match it to its target 
mRNA, and thus eventually track down the 
gene for the protein in question. Not only 
will the technique give new insight into 
which genes do what, but it should also al- 
low new therapeutic ribozymes to be dis- 
covered. Cinderella, it seems, is now going 
to the ball every night. 
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“Where will | find time for an MBA?” 





And how can you be sure of a quality 


MBA? And what if you move country or 


change job? 


We'll have some answers at our 
Information Evenings across Europe. You 
can meet experienced tutors and advisors 
of the Open University Business School, 
discuss your own needs and identify the 


most appropriate study options. 


You can also take a close look at our 


award-winning multimedia materials, 


Information evening locations 


Amsterdam 
Brussels 
Düsseldorf 
Geneva 
Munich 


Strasbourg 
The Hague 
Toulouse 
Vienna 





which draw on the unrivalled expertise 
of the Open University, Britain's largest 


university. 


We look forward to meeting you at one 
of the locations shown. 


For details, please contact our European 
Co-ordination Centre quoting code 
BCWESG. Tel: +32 2 644 33 72. 
Fax: +32 2 644 33 68. E-mail: 
c.beasley@open.ac.uk or visit our website 
at http://oubs.open.ac.uk 
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The modern airs of classical 
music 


Why are record companies falling over themselves to produce contemporary 


classical music? 


cem years ago it was hard to find 
half a dozen living composers whose 
work didn't use a synthesiser or an electric 
guitar. Yet today there are racks and racks of 
CDs under headings such as “contempo- 
rary classical". Such a soubriquet spelt al- 
most certain commercial failure until the 
early 1980s. 

Admittedly, some of today's abundant 
harvest is an illusion. For it has become 
possible to describe almost any piece of 
music that uses a violin or two as classical. 
Record companies fight to enter a disc in 
the "classical" category because they would 
rather be number two in that chart than 
number 102 in a more popular one. The 
chart compilers frequently have to step in 
to regulate categorical squabbles. 

But even within these expanding 
boundaries, new "serious" or "art" music is 
burgeoning on CD, and for several reasons. 
First and foremost, it is much cheaper to 
record music now than it was 20 years ago. 
Then there was a tiny number of expen- 
sively equipped studios, trained techni- 
cians and record-pressing plants. Today's 
portable, semi-professional equipment 
makes excellent recordings in ordinary 
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venues—a solo clarinet piece, for instance, 
may require no more than a reasonably- 
sized domestic sitting room. And printing 
500 CDs can cost less than £1,000 ($1,630). 

This has had an effect a bit like the in- 
vention of printing in the West: suddenly 
there are hundreds of small music publish- 
ers, each pursuing different agendas and 
enthusiasms. Just as the European church 
was supposed to have supported a narrow 
"official" culture before the print revolu- 
tion, so a few energetic promoters are said 
to have straitjacketed contemporary music 
before its own recent revolution. Figures 
such as Pierre Boulez, an international con- 
ductor and composer, have been blamed 
for insisting that the music of our fragmen- 
tary times had to be difficult. 

The claim is wildly overstated: these 
men were not Soviet-style cultural commis- 
sars. But nevertheless there is a new plural- 
ism in the air. Even the big, established 
record companies are pursuing the new. 
For as long as they lived off the museum 
culture of the "classical" masterpieces, they 
had no need of it. They realised that new 
listeners would buy the most up-to-date re- 
cording, while existing listeners could be 


counted on to replace their old Mozarts 
with new technologies: scratched LPs were 
ditched for shiny new cps. Now there is no 
significant new recording technology to 
give demand a boost. 

Instead, the big record companies are 
scrambling to find the new Henryk 
Gorecki, a composer who can come from 
nowhere and sell a million cps. Peter Gelb 
of Sony Classical has been quoted as look- 
ing for music which is “emotionally acces- 
sible, exploring themes people relate to, 
both familiar and original”. The surprise 
success of Mr Gorecki's 3rd symphony 
showed that new music really could be a 
paying proposition. 

In pursuit of this formula, Sony ar- 
ranged the commissioning of a symphony 
to mark the handover of Hong Kong from a 
colourful and respected Chinese composer, 
Tan Dun. The Hollywood-style deal stipu- 
lated that the piece be written to include a 
star part for Yo Yo Ma, a virtuoso cellist. An- 
other company, EMI, has associated itself 
with Masterprize, a global competition for 
new and accessible works, while Poly- 
gram’s Decca in effect gave a subsidiary, 
Argo, venture capital with which to de- 
velop a stable of composers through long- 
term recording contracts. 

The time-honoured path to a record 
deal runs through concert-hall success. But 
companies nowadays are having to look in 
other places for their deals. Mass-market 
music gets its seal of approval through film 
and television. In Britain, at least two com- 
posers have broken into "conventional" 
concerts via the cp of a Tv advertisement. 
Karl Jenkins's pseudo-medievalism has 
spawned two CDs; Jocelyn Pook's commer- 
cials collage around the recorded voice of 
Kathleen Ferrier. Her *Blow the Wind" was 
used for a telecoms advertisement and 
landed her a lucrative record contract. Live 
performances followed for both. The se- 
quence is similar to that in pop music. 

All over the world composers are taking 
the initiative. There is a thriving experi- 
mental music scene in Japan which has 
nothing to do with the concert hall; it just 
goes straight from composer to cp. In the 
Netherlands, Willem Breuker runs a label 
which accommodates his own jazz-classi- 
cal fusions, and two British composers in a 
classical idiom, George Lloyd and John 
Rutter, have each started a label dedicated 
to their own work. 

Mr Rutters Collegium label was a 
happy accident. An American company 
persuaded him to make a master tape, but 
the company's contract for its manufacture 
and distribution was so disadvantageous 
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to the composer that he decided to do it 
himself. Later, when the sales figures for his 
Requiem were published in a CD maga- 
zine, two leading companies rushed to 
record their own versions. Increasingly, 
composers publish performances of their 
music on CD as calling cards, in order to 
persuade others to perform it. 

Beyond this, the Internet beckons. It 
will not be long before enthusiasts all over 
the world will be able to download music 
on to cps straight from the composer's digi- 
tal recording machine. The problem then 
becomes one of information overload. 
Even now, the "contemporary classical" 
market is almost impossible to keep up 
with. Which is why a UK company called 
Unknown Public samples hundreds of 
new releases and self-recorded electronic 
works for each issue of its audio magazine. 
The company filters the contemporary 
scene on to one CD per issue, and has sub- 
scribers in 50 countries. It was Unknown 
Public which "discovered" Jocelyn Pook. In 
future you will need to choose your music 
filter in much the same way as you choose 
your newspaper. It is a far cry from the mu- 
sic world of 20 years ago. 





Alexandria 


Born great 


ALEXANDRIA 


OUNDED by Alexander the Great and 

ruled by Cleopatra, the city of Alexan- 
dria has much to remember of ancient 
glory. But until recently it had very little to 
remember it by. The city today is a grubby, 
rough-edged sprawl of 6m souls stretched 
along 30 miles of Egypt's Mediterranean 
coastline. Transformed from 
the dusty fishing village which 
it had become by 1800 into one 
of the Mediterranean's busiest 
ports, the new town rose square 
on top of the old. The main 
street of Graeco-Roman times is 
now one of Alexandria's busiest 
traffic arteries. The city of Cle- 
opatra lies 20 feet (six metres) 
below. 

But now, with Paris hosting 
an exhibition devoted to Al- 
exandria's Ptolemaic era (323- 
30BC), with archaeologists un- 
earthing new evidence of 
ancient splendour by the week, 
and with a huge UNESCO- 
funded library nearing comple- 
tion, Alexandria is at last seeing 
something of a revival. 

The show (“La Gloire 
d'Alexandrie", at the Petit Palais 
until July 26th) brings together 
200 objects from as far afield as 
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Egypt, New York’s Metropolitan Museum 
and the Vatican collections. The most spec- 
tacular single piece is a 23-tonne granite 
statue of Ptolemy II Philadelphius, a fore- 
bear of Cleopatra. Underwater archaeolo- 
gists found the colossus in 1995 wedged un- 
der the concrete blocks of a modern 
breakwater. It was one of several chunks of 
statuary which probably decorated the Pha- 
ros (lighthouse), one of the Seven Wonders 
of the Ancient World and destroyed by 
earthquakes in the 13th century. 

Smaller pieces better evoke the urbanity 
and refined aesthetics of the ancient city. 
Statuettes in bronze and terracotta empha- 
sise such mundane details as the sophis- 
tication of ancient hair-styles and a wres- 
tler's technique for throwing an opponent. 
A floor mosaic of a dog is so expressive it 
looks like a prototype for His Master's 
Voice. Along with a fine mosaic head of Me- 
dusa, it serves to prove that this art form 
was as highly developed at Alexandria as 
anywhere else in the Mediterranean. 

The good news is that both mosaics 
were recently salvaged from building sites. 
The bad news is that their rescue was a rare 
occurrence. The romantic 19th-century city 
of Lawrence Durrell's *Alexandria Quar- 
tet", with its airy seaside hotels, cavernous 
cafés and grand Italianate villas, is rapidly 
giving way to a 2ist-century termitary of 





Alexandria's library was second to none 


high-rises, overpasses and undergrounds. 
The pace of change can be shocking. When 
a newly appointed governor of the city in- 
nocently lifted a temporary ban on demo- 
lition work last summer, some 40 villas 
were knocked down overnight. 

The trouble is not simply that the old 
Alex was charming and the new one is not. 
Modern building requires deeper founda- 
tions. Each time a lot in the city centre falls 
vacant, archaeologists must race against de- 
velopers. The latter often rush in work 
crews, hoping to strip the ground before 
any treasure is found that might force con- 
struction to stop. 

Until recently, the developers had been 
winning. In the garden of the former Brit- 
ish consulate—now the property of Alexan- 
dria University—builders managed to 
drive hundreds of concrete piles through 
the intact floor of a Roman villa before they 
were stopped. UNESCO itself gave archaeol- 
ogists a mere 60 days to explore the site of 
its new library before sending in mechani- 
cal diggers—and this was only after contrac- 
tors were caught dumping excavated earth 
into the sea at night. The site happens to be 
the likely location of a Ptolemaic palace, 
but this will never now be known since the 
ultra-modern, $180m library extends five 
storeys underground. 

Luckily for antiquarians, a turning 
point seems to have been reached. Helped 
by a more sympathetic governor and antiq- 
uities director, archaeologists are getting 
priority access to some sites. The energetic 
Jean-Yves Empereur, who runs the French- 
funded Centre d'Etudes Alexandrines on a 
shoestring, has managed to juggle several 
salvage excavations in the city with under- 
water work offshore. One of his teams is 
surveying a vast honeycomb of Graeco-Ro- 
man tombs that was accidentally exposed 
by a road-building crew. 

At the same time, a con- 
servation movement has begun 
to gather momentum. Alexan- 
drians, long ruled by governors 
appointed from Cairo, are 
speaking out against the whole- 
sale eradication of their city's 
Old World charms. A popular 
Egyptian television serial re- 
cently documented a retired 
ambassador's struggle to rescue 
his villa from the grasp of prop- 
erty developers. And palms 
have been replanted along the 
seaside Corniche. Alexandria 
may yet be revived as the Capi- 
tal of Memory (as Durrell called 
it), or it may, as an Alexandria- 
born poet Giuseppe Ungaretti, 
once wrote, “Consume 
itself... until nothing remains, 
not even of what happened a 
moment ago.” 
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Dying languages 


English kills 


eo up on a shelf in George 
Hewitt's office at London University's 
School of Oriental and African Studies is a 
picture of Tevfik Esenc. Esenc, who died in 
1992, was the last speaker of Ubykh, the lan- 
guage of a Muslim group that was driven 
from present-day Georgia into the Otto- 
man Empire in 1864. Mr Hewitt has identi- 
fied 40 languages and dialects under threat 
in the Caucasus region, and he is working 
against the clock to document and record 
as many as he can. But the problem is not a 
regional one. Linguistics experts believe 
that endangered languages around the 


world are slipping out of our heritage at the 
rate of one a day. 

According to Nicholas Ostler, founder 
of the Endangered Languages Foundation 
(ELF}-a charitable organisation set up 
three years ago to support the documenta- 
tion, protection and promotion of endan- 
gered tongues—large-scale metropolitan 
languages, predominantly English, are 
spreading faster than ever before and kill- 
ing off scores of minority languages in their 
wake. With English creeping in among 
younger generations everywhere as the lan- 
guage of mass communications and the 
symbol of progress, minority regional lan- 
guages are becoming increasingly difficult 
to accommodate as a third language. 

According to Hein Steinhauer, a doctor 
of linguistics at Leiden University, there 


MOREOVER 
are, for instance, more than 500 local lan- 
guages still used in Indonesia for songs, rit- 
uals and local cultural ceremonies. But Ba- 
hasa Indonesia has long taken over in 
schools and for long-distance communica- 
tions, and now that English usage is ad- 
vancing rapidly among the young, the sur- 
vival prospects of these minority tongues 
are plummeting. “Some still have several 
hundred speakers" says Mr Steinhauer. 
"Others have only a handful, and we don't 
have long to save them." 

Mr Steinhauer believes that the duty of 
the scientist to a vanishing language is not 
only to record it, but also to offer ita path to 
survival. A few languages, such as Welsh— 
now spoken by half a million people—have 
responded well to the restorative efforts of 
linguists. But for most, time and money are 





The roots of "Paradise" 


the Hay-on-Wye literary festival 


HERE, we asked her first, had Toni 
Morrison's talent for the written 
word come from? 


Story-telling went on all the time in the family 
in the pre-radio days. And reading was greatly 
prized too. I read all the time—we had a flood 
of black newspapers in the house, from all 
over the country. You see, people of my moth- 
ers and my grandparents’ generation were 
prevented from going to school. They had to 
steal reading—which they did, surreptitiously. 
One child would go to school, learn to read, 
come home, and teach the next one. There 
| . were no bookstores in Loraine, Ohio, during 
| the Depression years of my childhood— per- 
haps the pool hall would have a few paper- 
backs up front. Then my sister got a job at the 
| A library as an assistant, and when I was 14 she 
| A let me push the carts. It was heaven... 


After working for many years as a fiction 
editor for Random House where she 
edited, among other books, the autobiog- 
. raphy of Muhammad Ali, Ms Morrison 
published her own first novel in 1970. But 
it was her 1987 Pulitzer prize-winning 
story about slavery, "Beloved", which 
won her worldwide acclaim, and it is this 
novel which sets out her main preoccupa- 
tions—the retrieval of the history of the 
black peoples of America; the buried life 
stories of the hundreds of thousands of 
individuals who lacked any written 
| record of their suffering; and the pain of 

remembering. But what could fiction 
| achieve that straightforward narrative 
history could not? 








In part, it was simply a matter of putting it on 
display, which much official history does not. 
You would never know, for example, about the 
enormous amount of infanticide among slave 
mothers from the official histories. 
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Our correspondent met Toni Morrison, a Nobel prize-winning novelist, at 





The 19th-century slave narratives were 
written, she explained, to get people to 
join the abolitionists’ cause. Harrowing 
stories, the deep personal traumas that 
people suffered—physical and sexual, for 
example—were touched upon but then 
moved away from because they were writ- 
ten for a white audience. “I, on the other 
hand, did not need to deceive.” 

The burden of the past is an ever- 
present concern of Toni Morrison's— 
where the truth of it lies; whether it can 
ever be faced at all. The past, she said, is 
infinite to her. It never ends. There was al- 
ways, when she wrote a novel, “this ma- 


chine that seems to be going back and | 
forth, pulling things up from the past, | 
adding them to the present, and then go- | 
ing back again and adding a bit more to 
flavour it.” Without such flavouring, she is 
left with a sense of “historylessness—I was 
going to say godlessness” for the people to 
whom she is trying to do justice. 

The problem of the “historylessness” 
of Afro-American peoples persists today, | 
she says. 


There is an assumption that they appeared 
from some distant place, and that their history 
begins with slavery. In my opinion, we have 
no nation, no language. No sense that we have 
existed within historical time. | don't mean it 
in terms of the law. You see it in conversation, 
when someone says ‘I got into a taxi with a 
Pakistani and a black’. The Pakistani has a 
country; the black does not. It’s rampant in lit- 
erature too. Or take the word slave itself. It's 
like saying labourer . . . it is totally categorising 
and anonymous at the same time. 


Which is why, in *Beloved", she wanted to 
give the slaves names, and why she 
wanted to point out in "Paradise", her 
seventh and latest novel, that in the 18th 
century blacks served as mayors, gover- 
nors and even secretaries of state. 
Blacks introduced the public schools system to 
my country. There weren't public schools be- 
fore black people began to demand that the 
government provide them. But these various 
contributions to citizenship and civil gover- 
nance are nowhere in mainstream history. | 


Did all this mean that Ms Morrison 

would vote for Jesse Jackson if he were on 

the Democratic ticket next time around? | 
That depended on who else was running 
for election. The Rev Jackson had done 
some good work, but she did not "skin- 
vote". As for Colin Powell, America's for- 
mer military leader, he was smart but, 
generally speaking, she was “leery of mili- | 
tary men. The record of most military | 
people in civil government is not good.” 
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too short. Aert Kuipers, an expert in Slavic 
languages, went to Canada recently with 
the intention of locating and preserving 
American Indian languages He came 
across dozens, some limited to a single val- 
ley, others spoken by only a few dozen peo- 
ple. He settled on one, learnt it and put to- 
gether a dictionary and a primer. But by the 
time he had finished there was only one 
other speaker of the language left. 

ELF provides grants to linguists for sim- 
ilar documentation work. An Australian is 
currently in south-east Irian Jaya research- 
ing the grammars of three language groups 
there: Yei, Kanum and Moraori, spoken by 
1,000, 320 and 50 people respectively. ELF 
is one of several new independent orga- 
nisations set up to speed the attention 
given to languages endangered by the 
spread of English. At least four others have 
emerged in the past three years, two of them 
in the United States looking largely at 
American Indian languages, and one each 
in Germany and the Netherlands, both 
working outside Europe. 

There are also challenges closer to En- 
glish's motherland. Scottish Gaelic has just 
been admitted to the ELFs intensive care 
unit—there are reckoned to be only 50,000 
speakers of it left, and they show scant signs 
of wanting to pass the language on to future 
generations. Their only text is the Bible, and 
there is no tradition of writing letters. 

Some critics regard linguistic conserva- 
tion work as a monstrous intrusion which 
only encourages nationalism. Others, less 
crudely, believe that the presence of foreign 
scientists inevitably contaminates and 
modifies the behaviour under examina- 
tion. But the death of a language involves 
the extinction of a unique range of knowl- 
edge tied up in the verbal arts. Latin is dead, 
but through its constantly changing and 
diversifying dialects it progressed to form 
French, Italian, Spanish and Portuguese. 
Death in the Latin sense is not what threat- 
ens today's endangered tongues. For many, 
their fate is total extinction. 
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Aboriginal art 


Drawing from 
the mists of time 


Fo’ years, art collectors considered the 
scribbles of Australian aborigines to be 
little more than colourful scratchings, and 
they were prepared to pay only a pittance 
for them. Today, however, it can cost as 
much as $30,000 to take home a painting 
crafted by known artists like Uta Tjangala 
or Anatjari Tjakamarra, and the works of 
aboriginal masters are sold by elite auction 
houses. At an auction in New York in late 
1996, a number of aboriginal works sold 
for a record $1.8m, while in Melbourne a 
bidder paid $206,000 for Johnny 
Warangkula Tjupurrula’s “Water Dream- 
ing at Kallpinypa”. That set a world record 
for an aboriginal painting. 

This year the auction houses could set 
new sales records. In May, Sotheby's 
showed a sample of some of the best works 
of aboriginal artists in an exhibition in Los 
Angeles, and potential bidders began stak- 
ing out their favourites. The full exhibit of 
over 300 works is to be previewed in Syd- 
ney before going on the auction block in 
Melbourne at the end of June. 

Why the fuss over art dismissed by some 
purists as simple tribal expressionism? 
Partly because a number of travelling exhi- 
bitions have brought aboriginal art to audi- 
ences and galleries from Hong Kong to 
London; and partly because collectors are 
drawn to the art by the fact that it has a pur- 
pose beyond the merely aesthetic. 

Aboriginal art's origins lie in a pre-hi- 
eroglyphic age, a time when there was no 
written language. Circles found in caves in 
north-west Australia two years ago are 
thought to be 75,000 years old. That is twice 
the age of any European cave drawing. 
Since there were no set symbols for words 
in those days, messages were conveyed by a 
painting or a carving. Austra- 
lian rock art of 20,000 years 
ago shows stick figures hunt- 
ing, the males often wearing 
head dresses and armlets. 
There were also mythological 
beings with human bodies 
and animal heads. 

Aboriginal drawings 
dwell heavily on the spiritual. 
Many paintings depict a 
"dreaming", which often 
shows the deeds of a super- 
natural being or spirit, such as 
a rainbow serpent. These it re- 
lates to animals, the elements 
and the spiritual world. To the 
untrained eye, the painting is 
merely an array of abstract 
lines and circles. But to the art- 
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"Wild Potato Dreaming” by Billy Tjapaltjarri 
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ist and the knowledgeable collector, it 
shows colourful schemes of plants and 
branches set among a series of kangaroo 
tracks, camp-fires and mountains. 

The enthusiasm for aboriginal art has 
encouraged artists to venture beyond the 
more primitive style and has turned some 
of them into well-paid stars. Emily Kame 
Kngwarreye (1910-96), who started painting 
when she was 80, used intricate dot pat- 
terns and ribbon strokes to create some of 
her most famous paintings. Since her 
death, Kngwarreye’s works have become 
collectors’ favourites and her best now sell 
for more than $50,000. The works of other 
artists, Clifford Possum Japaltjarri and 
Pansy Napangardi among them, have grad- 
uated from the obscurity of local galleries 
to the private collections of the rich. 

Some collectors who snapped up ab- 
original art before its prime have profited 
more than the artists. Louis Allen, whose 
works are being auctioned by Sotheby's this 
year, sold 1,179 pieces of his collection some 
years ago to the Art Gallery of Western Aus- 
tralia for $2m. An American billionaire, 
John Kluge, gave a batch of paintings, carv- 
ings and tools (collected since the 1960s 
and valued at $5m) to the University of Vir- 
ginia two years ago. 

Many collectors had no idea that ab- 
original art would become one of the art 
world’s fastest-growing profit centres. Rich- 
ard Kelton, a collector in Los Angeles, be- 
gan buying aboriginal art pieces during 
holiday journeys to Australia simply be- 
cause they were appealing to his eye. In 
1978 he could buy paintings and objects for 
$200 or less. Now he has to spend up to 200 
times that to buy comparable stuff. 

Still, Kngwarreye’s fans may have to 
wait a long time before her works fetch the 
prices that a top modern western artist 
achieves. The real value of aboriginal art 
lies in a heritage that can be traced to the 
earliest known painters. It appeals most to 
the archaeologist, then to the art historian. 
Speculators come further down the list. 
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SINCE 1819 OUR VISION 


JUST KEEPS GETTING 
TODAY IT NO LONGER 


GOES UNNOTICED. 


GROUPE 


ESC P 


EOP: Paris School of Management, 
is one of the leading european business schools 
accredited EQUIS, the European label of 
quality created by the European Foundation 





for Management Development. 
This 
international 
since 1819. 


the 


tradition 


no accident, 


is ESCP 


recognition 1s 
outlook 


ESCP, Paris Graduate 





School of Management 


a three year graduate 
management program 


WEii¢aec- Spec hina 





MS programs 


14 one year post graduate 
programs in a specific field 





MBA ESCP 
accredited AMBAS 
executive part time 
program over an 
18 month period 





or corporate function 


[A] CHAMBRE DE COMMERCE 
ET D'INDUSTRIE DE PARIS 


PRIVATIZATION IN BULGARIA 


Groupe Ecole Supérieure de Commerce de Paris 
79, avenue de la République - 75011 Paris - France - WEB : www.escp.fr 


Email : pmse@escp.fr 


a e 
^ RAIFFEISEN INVESTMENT AG 


CONSULTING & INVESTMENT 


STEEL, MINING, TOURISM, MEAT PROCESSING 


Raiffeisen Investment AG and WS Atkins acting on behalf of the Government of Bulgaria, hereby invites 


1. ASSAREL COPPER MINE 


Assarel is the largest producer of copper concentrates in Bulgaria, 
accounting for 45% of total production. The reserves are quoted as 
360Mt at 0.44% copper, trace molybdenum and 0.2g/t gold at a 
0.15% cut-off. 


2. GORUBSO ZINC AND LEAD MINES 


Gorubso JS Co. is the most important producer of lead and zinc 
concentrates in Bulgaria, accounting for 85% of Bulgaria’s total 
production. It operates 17 lead/zinc mines and four concentrators, 
Reserves are quoted as 13.2Mt @ 4.18% lead and 3.51% zinc. Cut- 
off grades vary from mine to mine. Possible deposits of Au and Ag. 


3. DJUNI HOLIDAY VILLAGE 

Djuni is a 1150 beds modern holiday resort which offers good 
opportunities for active tourism, individual and water-sport activities, 
entertainment. It is situated about 40 km south of Bourgas on south 
facing slopes overlooking a shallow bay of the Black Sea. 

4. RUSALKA HOLIDAY VILLAGE 


Rusalka has been managed in recent years by Club Med and consists 
of 522 seaside bungalows, plus a variety of enclosed and open air 
food and beverage outlets. The site also contains tennis and 
volleyball courts, small harbour etc. 





all prospective investors to submit their expression of interest in acquisition of the following companies: 





Investment AG, 11, D. Hadjikotsev Str, 1421 Sofia, Bulgaria 
tel: +359-2-963-3222, 963 2051, 963 4532; fax: +359-2-963 1617 e-mail: RIB@mail.techno-link.com 


5. MEKOM MEAT PROCESSING 

Meat processing plant in Silistra (North Eastern Bulgaria) with an 
annual capacity of 6,000 tons of pork and lamb. Six own pig 
breeding farms. Current EU licence. 


6. KREMIKOVTZI STEEL WORKS 


A fully integrated iron and steel works of about 2 million tonnes 
steel capacity, producing hot and cold rolled coil and strip, coated 
products, tubes and wire rod. The plant has extensive support units 
including an iron ore mine. (Tender documentation to be ready in 
late June) 


7. STOMANA STEEL COMPANY 


A scrap-based steel works of about 0.8 million tonnes capacity, 
producing plate and sections, and downstream products including 
grinding balls and bright drawn bars. (Tender documentation to be 
ready in early June) 


8. PROMET STEEL COMPANY 


A rolling mill of 0.8 million tonnes capacity of bars and sections with 
infrastructure and a large site near the port of Bourgas, suitable for 
expansion. (Tender documentation to be ready in early June) 
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Barry Goldwater 


GCA FRIGHTENING case of 

over-achievement, was 
the whispered aside from Nel- 
son Rockefeller of New York 
when the Republican Party 
nominated Senator Barry Gold- 
water of Arizona to run against 
Lyndon Johnson in the 1964 
presidential election. Though 
Goldwater delegates in the Cow 
Palace in San Francisco had 
hissed, stomped, hooted and 
even spat when Rockefeller had 
strived to address the party's na- 
tional convention, the defeated 
patrician's snide comment was 
not just sour grapes. 

MrGoldwater was a truly ter- 
rible candidate. His political 
record was X controversial 
enough. In defending states’ 
rights, he had criticised the Su- 
preme Court's landmark deci- 
sion to desegregate schools 
(Brown v Board of Education). 
When the Senate voted to cen- 
sure Joseph McCarthy, he had 
praised that scoundrel. He was 
one of only 18 senators to op- 
pose ratification of a test ban 
treaty signed by America, Brit- 
ain and the Soviet Union. 

As if this was not handicap 
enough, as a candidate Mr Gold- 
water contrived to seem not just 
extreme but, worse still, unpresi- 
dential. He refused, for instance, 
to balance his ticket to mollify 
moderates. He spoke of “lob- 
bing one [atom bomb] into the men's room at the Kremlin". In 
going down to a 43m-to-27m-vote defeat he performed the same 
service for the Republicans that George McGovern later did for 
the Democrats with his equally catastrophic triple-A (acid, am- 
nesty and abortion) campaign against Richard Nixon in 1972. 
Both big losers convinced party activists that they would in fu- 
ture have to choose candidates with more political nous if they 
ever hoped to win a national election. 


Don't let the bastards grind you down 


On the wall in Mr Goldwaters Washington office, a framed in- 
scription in black ink read: "Noli Permittere Illegitimi Car- 
borundum." He took the advice to heart. The failed presidential 
candidate returned to the Senate to win not just the respect but 
the affection of most Americans and to be among the most influ- 
ential right-wingers. 

As a philosophical conservative— patriotic, fiscally prudent 
and socially liberal—he had little in common with the racist 
Democrats defecting to the Republican Party in the cotton 
South. He was colour-blind; a boyhood friend of a black boxer, 
John Henry Lewis, who went on to win the light-heavyweight 
championship of the world. He was a free-marketeer; he wanted 





Barry Goldwater, a boisterous American 
politician, died on May 29th, aged 89 


ing the South's cotton, tobacco 
and sugar growers. 

This was all ofone piece with 
the rugged individualism of the 
western frontier. As a member of 
a family that had gone from be- 
ing immigrant Jews peddling 
gewgaws on the goldfields to be- 
ing owners of the largest dry- 
goods store in Arizona, where 
they were model employers, 
Barry Goldwater had no truck 
with liberals committed to a 
more egalitarian society. The lib- 
erals’ ideas on progressive in- 
come taxes and the like were, he 
believed, not just unAmerican; 
they also did violence to the laws 
of nature. “We are all equal in 
the eyes of God, but we are equal 
in no other respect.” 

If he owed these values 
mainly to his father, Baron, he 
was in most other ways his 
mother's son. His earliest mem- 
ory was as a boy aged three 
watching her take the Stars and 
Stripes down from the flagpole 
outside their home and sew two 
new stars on it for New Mexico 
and Arizona. Along with red- 
blooded American patriotism, 
Josephine Goldwater (née Wil- 
liams) also gave Barry his mus- 
cular Christianity: Episcopal- 
ianism combined with a love of 
strenuous activities and the 
great outdoors. It was Josephine 
who taught her boy (a later sup- 
porter of the National Rifle Association) how to shoot and who, 
above all, taught him not to give a fig for what others thought. 

She smoked cigarettes in public and wore knickerbockers on 
the golf course when both were considered unladylike. Her 
Barry was just as much a one-off in politics, especially as he grew 
old enough to be beyond ambition. He scandalised his fellow 
conservatives in the Senate with his call for an end to the ban on 
homosexuals serving in the armed forces. “I can't," he said, “see 
any way in the world that being gay can cause damage to some- 
body else.” Kenneth Starrs Whitewater posse also got short 
shrift; it should, he said, "get off Clinton's back and let him be 
president" He opined that Senator Jesse Helms was "off his 
rocker" and told fundamentalist Christians not to mix religion 
with politics. He even pondered aloud whether it was fair to call 
Ronald Reagan, a Republican icon, a conservative. “I don't think 
he ever thought anything through." 

The man attacked by Lyndon Johnson as “a raving, ranting 
demagogue ... who wants to tear down society" had by then be- 
come for the American left the acceptable face of the American 
right. When Barry Goldwater died, Bill Clinton described him as 


“a great patriot and a truly fine human being.” It is the sort of | 


thing presidents are supposed to say; it comes, as they say, with 
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| subsidies and trade protection scrapped for everybody, includ- the territory. But, this time, he probably meant it. 
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Presents a global overview of the business enterprise and its strategic challenges, Oxford’ s 
Iour-week AMP provides a unique opportunity to stand back and pursue your own learning 
agenda, assisted by a top class team of individual tutors and in the company of some of the 
most international and high calibre senior executives. 


x 
BUSINESS AT OXFORD 


21 June - 19 July; 27 September - 25 October 1998 


Return to Maureen Campbell, Templeton College, Oxford, OX! SNY, UK 


Please send details of: 
The Oxford Advanced Management Programme 
The Oxford MBA 


Name: - . Address: 


Templeton 
College "s | ies BUSINESS 
el: ‘aX: small: a 
SCHOOL 
Tel: +44 (0)1865 422771; Fax: +44 (0)1865 422501 
Email: amp @ templeton.oxford.ac.uk; Internet: http://www.templeton.ox.ac.uk 
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Prestigious Distance Learning Programs in: 


Law e Business e Education e Diplomacy 
Int'l. Studies e Arts & Sciences 


(913) 661-9977 e (913) 661-9414 Fax 
emallc@msn.com e www.monticello.edu 


WV HIID of HARVARD UNIVERSITY 


Executive Program on 


Climate Change and Development 


July 6 - July 17, 1998, Cambridge, Massachusetts, USA 


- science and economics of climate change - Clean Development Mechanism 
- international law and conventions - monitoring and enforcement 

- negotiations and conflict resolution - technology and energy futures 
- emissions trading and carbon taxes - finance and aid to developing 
- joint implementation countries 


For application, contact: 

Dr. Theodore Panayotou, Program Director TEL: 617-495-5999 
Harvard Institute for International Development FAX: 617-496-3956 
14 Story Street, Cambridge, MA 01238, USA e-mail: climate@hiid.harvard.edu 


http://www.hiid.harvard.edu/training 








Strathclyde Graduate Business School 
Study for the Strathclyde 
MBA or MBM at a 
leading UK 
Business School 





The Strathclyde MBA 
Full-time, Part-time, Open Learning, Mixed Mode 


The Strathclyde MBM 
Full-time 


In addition to these courses we also offer 
MSc in Procurement Management 
MSc in Facilities Management 
Executive Development Programmes 


lf you would like further information and an application 
pack for any of these courses please contact the 
Graduate Admissions Office: 


Tel: +44(0)141 553 6118/6119/6049 (3 lines) 


Fax: +44(0)141 552 8851/2501 (2 lines) 


FREEPHONE 0800 66 1966 Oo C B S 


(UK only) 
Internet: http://www.strath.ac.uk/Departments/SGBS 
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BBA Bachelor of Business Administration 
MBA Master of Business Administration 


BBA: four-year undergraduate degree (full-time) storting October or March 


MBA. one or two year gri oduate degree | evening classes] starting € October. January or 
Apr | Concentrati on] Infernationa! Man ageme ent Cor ncentration2 Gl obal Te OX Planning 


Strong Gcodemic course of study plus proe ical train ng includi ng yearly in as Vel 
wernships arranged tor undergraduates. Career guidance and placement: follow-up 
training. USA/ Europe student exchanc ge programs. transfer opportunites world wide 


THE NUMBER ONE BUSINESS SCHOOL IN BRUSSELS 
Global programs for ambitious students 


/gi dated by the University of Wales, U.K 3 
tical at fiation with: Mercer Universi ty, Atlanto, USA 


UBI 


Aven ve Marix, 20 
R 100 10 russes: i$ BELGIUM 
iis +32-2-548 04 BO 
Fax: +32-2-548 04 89 
E-mail: infoGubi.edu - http: / /www.ubi.edu 





| Resi Residential Immersion 


| 
| 











e English in England for company personnel 
* French in France full-time 
* German in Germany tailored 
* Spanish in Spain - one-to-one 
4 i Riversdown private room 


e Italian in Italy 

* Portuguese in Portugal 
e Swedish in Sweden 

e Russian in Russia 


+ Japanese, Chinese, Korean Villa a Sperata excursions 
and all other languages available in London or Lancashire or residentially near Winchester 


RICHARD LEWIS http www.crossculture.com 


info@crossculture.com 
COMMUNICATIONS Meere cha 


meals, laundry 
qualified teachers 
cultural input 
airport pick-up 








Riversdown House, Warnford, Hampshire $032 3LH 1eL+44-1962 771111 rax444-1962 771355 





Amsterdam 
C Institute of Finance 


offers in cooperation with the faculty of 


INSEAD 
Upcoming Courses |998 


Asset Securitisation (June 22-24) 


Measuring and Implementing 
Economic Value Added (Aug. 31 -Sept. 2) 


Foundations of Finance (Sept. 4-25) 


Advanced Corporate Finance 


- Mergers and Acquisitions (Sept. 28 - Oct. 2) 
- Financial Innovation (Oct. 19-23) 
- Financial Restructuring - Going Public (Dec. 14-18) 


Advanced Financial Statement Analysis (Oct. 26-28) 


Advanced Valuation Topics 
- Valuing Commercial Banks (Nov. 4- 5) 
- Real Options (Nov. 6-7) 
New Course: 


Ethics and Shareholder Value 
in Banking and Finance (Nov. 12-13) 


To view our detailed brochure, please visit our Web site or contact 
Ms. Katelijn Arnold, Course Manager. 


AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 


telephone: *31-20-5200160 - fax: *31-20-5200161 
e-mail: info@aif.ni - internet: www.aif.nl 
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DIA Gpeshete ES bns BS, MA, MBA, Ph.D. 
MSc n peii EARN A DEGREE 
T Send resume for no-cost evaluation or Fax 
LLM by research ] 
Please contact us for Open Days 6400 Uptown Blvd. NE 
SEMS, UNIVERSITY OF SURREY j i? Suite 398-W 
Guildford, Surrey GU2 SXH Dept. 34 






Albuquerque, New Menco 87110 U.S.A 












Tel: 01483 259347 Fax: 01483 2459511 i 
E-Mail: sems @ surrey acuk , 
rrey.acuk 


NISH 
Aliseda 
1115, 28009 Madrid (Spain)| 


B 1176 | Fax: «34 9! 401 0873 
E-mail: aliseda @ correo.com 





DEGREES BY MAIL 


WITH 5 YEAR REFUND GUARANTEE 

A Dip TEFL, MBA or PhD by distance learnng/ife expenencel 
honorary award from $400. impossible? Learn about 1,600+ 
non-traditional universities worldwide (including many widely 
advertised). Al least one offers a 5 year unconditional refund 
guarantee f your status and career prospects do not improve! 
Save tme & money. Before enrolling ANYWHERE. get thes 
essential information. +Free CV ! Life Exp evaluation offer! 
Email bguideQ)kimba.net or Fax «6626347565 


Give yonr full xtrevt address and quote Dept 2/8] 











http-//www.chester.es/aliseda 


abi: effective courses 





Readers are recommended 


lo make appropriate enquiries and take 
appropriate advice before sending money, 
incurring any expense or entering into a 


London Hotel School 






, 
binding commitment in relation to an Tomorrow s managers 
advertisement. The Economist Newspaper 
Limited shall not be liable to any person for Start Aere 1 Bedford Avenue 


loss or damage incurred or suffered as a 
result of his / her accepting or offering to 
accept an invitation contained in any 
advertisement published in the Economist. 


London WC1B 3DT 
Tel: 44 (0)171 665 0000 
Online: Londonhotelschool.com 


Te 


PRESTON 


ie) UNIVERSITY 












Peeston Linnirraitg 








do Cheyenne, Wyoming, USA 
BBA * MBA * MS * PhD 


Distance Learning 


Business Administration * Computer Science * Education 
Accredited * Licensed by State Dept. of Education 
Also on-campus programs available at Cheyenne campus in 
USA and at 22 affiliated centers worldwide 
Preston University. Dept. EC698 
1204 Airport Parkway * Cheyenne, WY 82001 * USA 
Tel: + 1 (307) 634 1440 * Fax: + 1 (307) 634 309] 
Email: admissions @preston.edu * www.preston.edu 




































Home Study Course in Economics 


| A 10lesson study that will throw light 
| on today's baffling problems. Tuition 
| free-small charge for materials. 


| Write: Henry George Institute, 121 East 
30th Street, New York NY 10016, USA 


on the Web! Http://www. henrygeorge ord 





BACHELORS - Masters - PH.D. 


Credit for work experience * No classroom 
attendance * Accelerated degree programs 
Send Resume for no cost evaluation 


«on Internationa} p; 
t 


PO. Box 1138 * Bryn Mawr, PA 19010 
Fax: 610-527-1008 + E-mail: washuniv@op.net 
SPANISH 


DiAL2GUE NISH 


55, Fontaine du Tonnelet, Tel: 32-87/773976 http://www.sogid. be/dialogue 
B-4900 SPA(ARDENNES) Fax: 32-87/773592 E-mail: dialogue@arcadis. be 


TOTALLY PERSONALIZED TRAINING 


Also courses for teenagers and young adults during school vacations 
North American Inquiries: Elliot Essman/Autonomy Publishing Corp. 
Tel: (800) 474-7416 Fax (914) 834-8938 http://www.autonomy.com/dialogue.htm 


LASALLE 
greed 


Distance Education Programs * No Residency Required 
Bachelors * Masters * Doctorate 


Arts & Sciences * Business * Education 
Engineering & Computer Science 


Credit for Work & Life rience 
1-504-626-8904 Fax 1-504-624-2962 
http://www.distance.edu 
620 Lotus Drive North * Dept. 136 * Mandeville, LA 70471 
LASALLE EDUCATION CORPORATION 
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UNIVERSITY DEGREE 


For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 


















Match your utilizing your A and wor experience. College equivalent credits are 
given for your: Job, military, company Industrial 
position with a | courses, seminars and business e 
legal degree We accept college credits no matter when taken. 
and Our graduates are recognized for their achie vements in business and 
transcripts industry. We will assist you in completing your degree requirements 






at your own pace through home study. 
Send/fax detailed resume for a NO COST evaluation. 


Pacific Western University 
1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 






"As you know 
experience is 
rtill the best 








teacher... But 1-(808) 597-1909 
mee open CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 
oors. 






Fax: (310) 471-6456 E-Mail: admissions pwu.com 
http://www.pwu-hi.edu 








mE NEED UND UN 
ENGLISH 


in the USA 
in JAPAN, in BELGIUM 


GERMAN 


in BELGIUM 


FRENCH 
in FRANCE, in BELGIUM 
DUTCH 


in BELGIUM 





mH HE EE EE o NN o NN 
SPANISH 

ERAN aeRO: 
JAPANESE 


in JAPAN, in BELGIUM 





COURSES FOR 
MOTIVATED PEOPLE 
* ADULTS from 19 years 









* RETIRED PEOPLE OF 55 AND ABOVE 
(Special conditions available) 
* JUNIORS from 11 to 18 years 
- FRENCH in BELGIUM 
- ENGLISH in ENGLAND, 
in BELGIUM 










66 HOURS PER WEEK 
IN THE TARGET LANGUAGE 
Study 
up to 45 private and/or group lessons 
and pedagogical activities 


Putting into practice with our teachers: 
at breaks, meals and evening socio-cultural activities 


CERAN LINGUA 

Avenue du Chateau, 280 

B-4900 SPA (BELGIUM) 

Tel. : + 32- 87-79 11 22 

Fax : + 32- 87-79 11 88 
E-Mail : 

ceran @ mail.interpac.be 























Since 1975 





in USA : Languagency 
Tel. : 1 (413) 584-0334 
Fax : 1 (413) 584-3046 


Interne! 
http Iwww.ceran.com 














\ MAXIMUM OF PROGRESS IN A MINIMUM OF TIME 
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The Health and Safety Executive 
is responsible for regulating all 
aspects of health and safety at 
work. HSE inspects and enforces 

ECONO MIC health and safety legislation, sets 
standards, advises and publishes 

guidance on good practice. 

ADVISOR The Economic Advisers Unit is 
responsible for providing economic 
advice across the whole range of 
the Health and Safety Commission's 

(LONDON) and Executive's functions. Its key 
role is to ensure that action taken to 

c£32K improve health and safety is based 
upon an assessment of relevant 
costs and benefits. This involves 


both before-the-event appraisal and 
post-implementation evaluation. 





The post is for a fixed term of 3 years with the possibility of extension and conversion to permanency. 
The work is wide ranging and you will be required to: 
Prepare cost benefit analyses in support of new proposals for health and safety legislation 
Provide technical advice to policy Divisions on the economic evaluation of existing legislation 
Provide technical advice on business cases and investment appraisals 


* 

e 

B 

e Provide strategic economic advice to policy and operational divisions 

e Contribute to the Unit's ongoing work into the economics of work-related health and safety 
a 


Manage external research projects and manage and develop an Assistant Economist 


Full details of the post are provided in the prospectus. 


QUALIFICATIONS AND EXPERIENCE You must have a good honours degree with a substantial economics content 
(or appropriate post-graduate qualifications); at least 4 years post-first degree experience of relevant economic 
work. 


REWARDS Starting salary will be in the region of £32,000 depending on qualifications and experience, although 
more may be available for an exceptional candidate, an attractive rate of annual leave and a non-contributory pension 
scheme. 


APPLICATIONS For a copy of the Prospectus and an application form (to be fully completed and returned by 26th 
June 1998) you should write to: Lesley Grocott, Personnel, Health and Safety Executive, Room 321, St Hughs House, 
Trinity Road, Bootle, Merseyside L20 3QY, or telephone 0151 951 4430, leaving details of your full name and 
address, or fax 0151 951 3934. You must quote reference number DST/ECON/01/98. 











We are committed to equal opportunities. All eligible applicants will be considered on merit irrespective of gender, ethnic origin, marital status, religious belief, sexual orientation, age or disability. 
Apolications from women, people from ethnic minorities and people with disabilities are particularly welcome as they are currently under-represented in this area of work. We are willing to 
accommodate, wherever possible, staff who wish to work in a pattern other than full-time attendance, such as job-shanng or part-time work, after training. 


E^ s 


HSE 
Reducing Risks - Protecting People 
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KIMEP 


A unique English speaking Western style graduate business school in 
Central Asia, with 540 full-time and 3,000 part-time students, located 
in the beautifully green city of Almaty near the mountains of 
Kazakhstan, seeks young faculty with PhD.’s for Fall 1998 in the 
fields of 








Accounting Finance Legal Foundations 


Management Marketing MIS 


For further details, requirements and duties, see “Faculty Openings” 


| 


on our home page: http://www.kimep.kz. Submit complete CV with | 


application letter to Ms. Raushan Nigmetova, Assistant to Executive | 


Director. Fax: 7-3272-64-37-20 or email: raungm@kimep.kz 














ACCION International is a private non-profit organization dedicated to 
reducing poverty and unemployment in the Americas. The Capital Markets 
Department is responsible for creating and sustaining viable links berween 
local and international financial markets and microenterprise finance 
institutions in Latin America and the United States, 


Manager: Reports to CEO, responsible for managing $12 million in 
g F to! F r ging »1 
guarantee and equity funds; perform duc diligence, negotiate terms of 


investments and guarantees, coordinate legal procedures, seck investment 
opportunities, develop new financial products and market the funds. 
Requirements: 5-8 yrs experience in commercial or investment banking, or 
professional funds management. Financial institution training program or 
graduate degree in related field. Exp. with international sccuritics 
placements, L/Cs, asset securitization a plus. Supervisory exp. able to 
evaluate debt/cquity investments in financial institutions; exc. writing 
ability, frequent travel, fluent in Spanish/English. 


Submit resumes to: Ivette Manrique, Human Resources, ACCION 
International, 120 Beacon Street, Somerville, 
MA 02143, email: imanrique@accion.org, 
fax (617) 876-9509 





European Investment Bank 
A career in the heart of Europe 





"11,2321 Ml ; 
mat voe @ tu be Carex cree on ap com Oe raus up OOPS 


"es 
— UTD ty 








The EIB is the long-term financing institution of the European Union, and one of the largest multilateral lending 


institutions in the world. Its task is to contribute by means of its long-term loans towards 


e integration, 


balanced development and economic and social cohesion of the Member Countries. Within the Projects 


Directorate, which is responsible for the techno-economic appraisal of projects, the Bank is currently seeking 
for appointment at its headquarters in Luxembourg (m/f): 


Education and Health Sector Economists 
Responsible for the technical and economic appraisal of projects 


A short term or permanent appointment would be considered. 


Duties: * Assessment, within multi-disciplinary teams, of the economic, financial and environmental viability of 
capital projects and investment programmes in the above fields; © preparation of relevant sectoral and strategic 
studies; * identification of business and lending opportunities; * the posts will involve extensive travel mainly 


within the Union. 


Qualifications: * 5 years or more experience, preferably internationally within the European Union, in social 
and health sector resource management including appraisal of infrastructure projects, gained in government, 


consultancy, pre industry, finance or the non-profit se 
asters or Doctorate in economics; * 


including a 


ctor; * RA due academic qualifications, preferably 


ood knowl 


ge of applied quantitative methods and 


discounted cash flow modelling, including cost-benefit analysis, risk analysis and environmental impact 
appraisal; * an analytical approach, decisiveness, team spirit and ability to communicate effectively. 


Languages: * Excellent knowledge of English or French and a good command of the other; * working 
knowledge of other Community languages would be an advantage. 


The EIB offers attractive terms of il wa and salary with a wide range of welfare benefits. 


Applications from women would be particular 


Applicants, who must be nationals of a Member Count 


y welcome. 


of the European Union, are invited to 


send their curriculum vitae, in English or French, together with a letter and photograph, quoting the 


appropriate reference, !o: 


EUROPEAN INVESTMENT BANK, Recruitment Division, Ref. PJ 9803 
L-2950 LUXEMBOURG. Fax: «352 4379 2545. 


Applications will be treated in the strictest confidence and will not be returned. 
General information about the EIB can be found on Internet (http: /www.eib.org]. 
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F 


promote research on judicial issues 


Caracas for a minimum of one academic semester (from September 01 


Candidate should have a Ph.D. in economics or a law degre 


Salary will be determined according to professional ex 


Interested 


REPUBLICA DE VENEZUELA 
SUPREME COURT OF JUSTICE 


Employment Notice for a Visiting Fellow 


The Supreme Court of Justice of Venezucla has created a Visiting Research Fell 


on the Efficiency of Public Expenditure in the Venezuelan Judiciary 


The research fellow will interact with Justices and other officials of the Supreme Co 


other local researchers with experience in these matters 


or economic analysis. Previous publications on the subject by the candidate 
journals. will be considered favorable. At the conclusion of the fellowship, the research fellow 


will be required to submit a report, which will be reviewed and published by the Supreme Court 


of US$35,000 to US$50,000 per academic semester. In addition, the Supreme Coi 


logistic al support regarding transportation and accom nodation 


Econ. Candido L. Pérez Contreras, Director General de Administración y Servicios, at the 
ollowing address: Corte Suprema de Justicia, Prolongación de la Av. Baralt 
Caracas. [010 Venezuela. Phone: (882) 801-9178, (582) 801-9156. Fax: (582) 
31-5732. The notice of appointment will be released by July 01, 1998. For more 
please e-mail to: esjad mia csj.gov.com or at http://www.csj.gov.ve 





Nepal 


Director of the 
Hill Agriculture 
Research Project 


DFID has supported hill agriculture and 
associated research in Nepal for nearly 30 years. 
In September 1996 a commitment was made for 
a further five years of financial support research 
through the HARP. The overall objective of the 
project is to establish a sustainable and effective 
hill agriculture research system in Nepal. This 
involves a move from previous DFID core funding 
of two major research Centres at Pakhribas and 
Lumle, to an arrangement by which research 
outputs are commissioned from qualified 
suppliers on a competitive basis within a Hill 
Research Programme (HRP).The project has two 
phases:- 


Phase I, lasting two years has focused mainly on 
continued support to Lumle and Pakhribas 
Centres whilst integrating them into the Nepal 
Agricultural Research Council (NARC); and 


Phase Il, lasting three years will focus upon the 
funding of research under the HRP, and an 
evaluation and assessment of the effectiveness of 
the systems introduced. 


Department for 
International 
Development 


100 


‘rogram to 
The visiting research fellow must be available to reside in 


1998) to conduct research 


as W ell as 


with relevant experience in financial 


ell accredited 


perience and salary history, within a range 


t will provide 


candidates should submit their resume and salary history no later than June 19, 1998 to 


iro Libertador, 
444.8406 (582) 


information 





The Open Society Initiative for Southern Africa (OSISA), 


a Johannesburg-based non-profit foundation, seeks an 


Executive Director 


Develop OSISA as an administrative centre for nine national offices in 
southern Africa; develop and implement overall policies for OSISA and 
regional offices; support, monitor and evaluate national and regional programs 
and grants; network with donors and stakeholders; manage US $5 million in 
grants annually 







Requires: Fluent English and knowledge of regional indigenous languages 
preferred; 5 + years NGO management experience; strategic thinker and 
proven leadership skills; familiarity with funding community, knowledge and 
experience in sub-region; experience working with boards; expertise in 
education, youth, economic development or human rights preferred. 









Competitive remuneration package commensurate with experience and 
comprehensive benefits include relocation to South Africa, if required. 






Send cover letter and resume before 29 June 1998 to 


Executive Director Selection Committee; PO Box 678, Wits, 2050. 
Fax no. (27/11) 403-2708. E-mail: thandim(a iafrica.com 









As Director of HARP and reporting to the Senior Natural Resources Adviser in the 
DFID South East Asia office based in Bangkok, your main remit will be to 
concentrate upon developing the HARP concept of competitive contract 
agricultural research in the hills of Nepal. Your responsibilities will cover three main 
areas of responsibility:- 


|. | Ensuring that HARP resources, including HRP funds are utilised to achieve 
the overall purpose of the project, which is an improved hill agriculture 
research system combined with institutional strengthening of NARC. 


Continuing to develop the concept of HARP competitive funding for 
agricultural research in Nepal. 


Advising DFID on national developments in Nepal agriculture with relevance 
to research, and how NARC relates and responds to them. 


Qualifications 


The position demands at least a BSc in agriculture or related discipline coupled 
with experience in senior level management of research. Experience in the 
operation of poor country research and competitive allocation of research funds is 
essential as is South Asia country experience. A highly self-motivated individual, you 
will have good communication skills and the ability to work under pressure. Very 
broad experience of Nepali culture, government and language is desirable as is 
experience of DFID systems and procedures. Applicants should either be nationals 
of Member States of the European Economic Area (EEA), or Commonwealth 
citizens who have an established right of abode and the right to work in the United 
Kingdom. 


Terms of Appointment 


You will be on contract to the British Government for 3 years in service to the 
Government of Nepal. Salary will be commensurate with qualifications and 
experience (UK taxable). Additional benefits will normally include variable tax-free 
allowances, children's education allowances, free accommodation and passages. 


Closing date for receipt of completed applications is 26 June 1998. 


For further details and application form, please write to Margaret Milligan, 
Ref No AH304/MM/TE, Abercrombie House, Eaglesham Road, East 
Kilbride, Glasgow G75 8EA, stating Ref No AH304/MM clearly on your 
envelope, or telephone 01355 843352. 


DFID is committed to a policy of equal opportunities and applications 
for this post are sought from both men and women. 
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UMEN COKRENB CECI AGI OT WIR 
PART-TIME 


PUBLICATIONS EDITOR 
(Monday-Wednesday) 


As a recognised leader in the fixed income and equity 
markets, this International Investment Bank provides a 
comprehensive range of products and services in the 
pnmary and secondary bond and equity markets, 
currency and interest rate swaps and options, fixed 
income and equity derivative products and specialised 
instruments 
An opportunity exists in London for an editor to 
support the Economics, Bond and Credit Research 
teams, The involves the co-ordination of 
publication schedules, editing and generally ensuring 
the accuracy and consistency of argument within and 
between publications. 
Candidates are likely to hold a degree or equivalent in 
Economics and have at least 3 years’ expenence 
working in financial markets, preferably within Fixed 
Income. The successful candidate will have previous 
editonal expenence, together with knowledge of 
Word and Excel, with knowledge of Powerpoint an 
advantage. We are seeking a tearn player with excellent 
communication skulls, the ability to work under pressure 
and to tight deadlines, and a sense of humour. 
A competitive salary and excellent career opportunities 
are offered to attract the very best candidates 
A detailed CV and covenng letter should be sent to 
MANAGEMENT 


our consultant Mrs D. Bailey "V 
CA SERVICES 


at GMBM, 19 Charing Cross 
A division of GMBM Advertising and Research ite 





role 


GMBM 


Road, London WC2H OES, RESPONSE 


quoting reference R0035 








Kenya 


Health and Population 
Field Manager 


DFID Eastern Africa is responsible for taking forward 
the Government's international development policies in 
Kenya, Uganda and Tanzania. These include providing 
significant support to the health and population sector, 
with an emphasis on assisting the national health 
systems to respond to the priority health problems of 
poor people in the region. The Kenyan programme 
focuses on improving sexual, reproductive and maternal 
health, improvements in child health, and reducing 
suffering from communicable diseases such as malaria. 
In collaboration with other donors, DFID also supports 
work on health policy, planning and management. 


Closing date for receipt of completed applications is 
26 June 1998. 

For further details and application form, please write 
to Appointments Officer, Ref No AH304/2/TE, 
Abercrombie House, Eaglesham Road, East Kilbride, 
Glasgow G75 8EA, stating Ref No AH304/2/MMcE 
clearly on your envelope, or telephone 01355 843629. 
DFID is committed to a policy of equal opportunities 
and applications for this post are sought from both 
men and women. 


DFID 
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University College Dublin 


An Coláiste Ollscoile Baile Atha Cliath 






Applications are invited by the Governing Authority of the 
University for the following full-time statutory post: 


PRICE WATERHOUSE PROFESSORSHIP 


OF ACCOUNTING 
(Ref: 88/98) 


In accordance with the terms of the post this appointment 
shall be initially for a period of five years. The 
Professorship is funded by Price Waterhouse. 


The annual stipend attached to the office is in the range 
IR£44,446 - IR£57,418 (new entrants) 


Prior to application, further information (including application 
procedure) should be obtained from the Personnel Office, 
University College Dublin, Belfield, Dublin 4, Ireland 
(quoting above reference number). Telephone enquiries: 
(353 1) 706 1653. Fax: (353 1) 269 2472. 

Email: acadrec G listserv.hea.ie 






















Further information about the University and the 
Department may be obtained from 
http://www.ucd.ie/-account/home.html 


Closing date: Not later than 5.00 p.m. on Thursday, 23 July 1998. 
UCD is an equal opportunities employer 














We are now seeking an experienced individual to manage the Kenya 
portfolio. Based in Nairobi and travelling throughout the country as 
required, you will work with an inter-disciplinary team to develop and 
implement DFID programme objectives and monitor and evaluate their 
progress. You will be expected to develop strong and effective 
partnerships with all levels of the Kenyan authorities, ensuring that the 
health and population programmes reflect both Government of Kenya and 
DFID objectives and priorities. 


Qualifications 


Wide practical experience of international health and population issues is 
essential, coupled with experience of managing projects and programmes 
in a developing country. In addition to a relevant qualification, such as a 
Masters degree, you should have a good understanding of the economic, 
political, social and institutional aspects of health and population 
programmes. Excellent interpersonal skills and the tact and sensitivity 
required to deal with a wide range of government and other external 
organisations, are also a prerequisite. Applicants should either be nationals 
of Member States of the European Economic Area (EEA), or 
Commonwealth citizens who have an established right of abode and the 
right to work in the United Kingdom. 


Terms of Appointment 


You will be on contract to the British Government for 3 years in service 
to the Government of Kenya. Salary will be c. £40,000 p.a. commensurate 
with qualifications and experience (UK taxable). Additional benefits will 
normally include variable tax-free allowances, children's education 
allowances, free accommodation and passages. 
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3s è 

‘atm: The University of Sydney 
AUSTRALIA 
2 wow $ 


Dean and Professor 


Faculty of Economics 


€) HEALTH ECONOMIST 
peeled P4 (UN/WHO PAY LEVEL) 


The International Centre for Diarrhoeal Disease Research, 
Bangladesh (ICDDR,B) Centre for Health and Population 
Research, seeks to appoint a Health Economist for an initial 
period of three years. The compensation package offered is 
comparable to P4 in the UNAWHO system. 




























Reference No. B20/01 


Applications are invited for the position of Dean of the Faculty of Economics. The 
appointee will hold the office of Professor and Dean of the Faculty of Economics for a 
term of five years. There is the possibility of a further offer by the University of a 
continuing academic appointment. 


The University of Sydney, established in 1850, is the oldest university in Australasia. The 
Faculty of Economics, established in 1920, includes Departments of Accounting, 
Econometrics, Economic History, Economics, Finance, Government and Public 
Administration, Industrial Relations, and Marketing and the Institute of Transport Studies 
The Faculty is part of the newly established College of Humanities and Social Sciences 
under the general supervision of Professor David Weisbrot, Pro-Vice-Chancellor. The 
College also includes the Faculties of Law, Arts, Education, the Sydney College of the Arts, 
Sydney Conservatorium and the Graduate School of Business. 


As well as meeting the general selection criteria for appointment to an established Chair in 
the University, the successful applicant should demonstrate outstanding scholarship and 
research of international standing in a Faculty discipline, the ability to provide academic 
leadership to the Faculty and the capacity to manage effectively the administrative and 
financial affairs of the Faculty. The successful applicant should also have strong 
interpersonal skills, and have the ability to represent and promote the Faculty s interests to 
the profession, Faculty alumni, government, business and community groups 


A remuneration package of A$106,669 per annum is available, which includes a base 
salary of A$92.036 (Level E Academic), a responsibility loading of A$13,978, and 
annual leave loading of A$655. An expense of office allowance and a fully maintained 
car are available. Funds may also be made available for teaching and research support 
tor the Dean. Opportunities for salary packaging and merit and market loadings exist 
and can be negotiated. The appointee i$ permitted to undertake private consulting in 
accordance with the University's regulations 


Further information about the position may be obtained from the Faculty Liaison Officer, 
Professor Bill Schworm on tel: «61 2 9351 5724, fax: +61 2 9351 6948, email: 
billsecon.usyd.edu.au, or the Pro-Vice Chancellor (Humanities and Social Sciences), 
Professor David Weisbrot on tel: +61 2 9351 6366, fax: +61 2 9351 6368, email 
D.Weisbrot@chass.usyd.edu au. 


The Health Economist will be responsible for all the research 
activities relating to financing and sustainability of health and 
family planning programmes of the USAID funded Operations 
Research Project (ORP). S/he will lead a team to design and 
evaluate interventions on improving cost-effectiveness and 
sustainability of service delivery and provide technical 
assistance to the government and the National Integrated 
Population and Health Program (NIPHP) partners concerning 
health programme financing and sustainability for replication 
in other areas of Bangladesh. S/he will be responsible for 
appropriate scientific documentation and publication of 
research results for wider dissemination. 





The Health Economist position requires an individual with a 
doctorate in Health Economics or doctorate in Economics with 
a specialization in Health or Population, as well as training in 
public health research. The Health Economist should have at 
least 5 years of experience of conducting applied research in 
the health and population field in developing countries. 
Previous experience in South Asia is highly desirable. Must 
have an established track record of relevant research and 
publications. The individual should possess intellectual finesse 
and interpersonal skills to be able to work cohesively in a 
multicultural setting and in a challenging environment. 


The application, quoting Reference No., including curriculum vitae, full list of 
publications and the names, addresses and FAX numbers of three referees must be 
lodged by 16 July 1998 with the Personne! Manager, College of Humanities and Social 
Sciences, Old Teachers College, (A22), University of Sydney, NSW 2006, Australia 
(fax: +61 2 9351 6071). 


Equal employment opportunity and no smoking in the workplace are University policies. 
The University reserves the right to appoint by invitation and not to proceed with any 
appointment for financial or other reasons. See http;//www.usyd.edu.au 


Detailed curriculum vitae with names, addresses and contact 
numbers of three referees should be sent to the Chief Personnel 
Officer, ICDDR,B, GPO Box 128, Dhaka-1000, Bangladesh by 
July 20, 1998. Applications may also be sent to: fax: 880-2- 
883116 or e-mail: wzaman@icddrb.org 










55387 








Faculty of Business and Management 
School of Public Policy, Economics and Law 


Chair in Health Economies and Policy 


at Jordanstown Ref: €C98/163/EC 


The person appointed to this new post will be expected to establish a programme of research and to work 
effectively with health agencies in Northern Ireland and elsewhere. Opportunities also exist for collaborative 
research with the University's biomedical sciences research group which achieved a 5* rating on 

the 1996 Research Assessment Exercise. 


Applicants must have demonstrable expertise in health economics applied in a policy context, a substantial 
record of research publications in health economics in peer-reviewed academic journals of at least national 
standing, or in research orientated books, a clearly formulated personal research agenda in health economics 
and experience of successful completion of research projects undertaken in collaboration with 

external stakeholders. 


The salary will be not less than £33,895 per annum. 

Closing date: 26 June 1998 

Further details and application forms may be obtained from the Recruitment Office, University of Ulster at 
Coleraine, Cromore Road, Coleraine, Co Londonderry BT52 ISA. Telephone: (01265) 324946 or internal 
extension 4957. 

An equal opportunity employer, the University encourages applications from both men and women, those 
with disabilities and those from all sections of the community. All applications will be considered on merit. 
The University has a policy whereby smoking is restricted to designated areas. 
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EXECUTIVES, JOB HUNTING IN ASIA? 


Contemplating a career search into, within or out of Asia? We can help 


® INDUSTRIAL 
DEVELOPMENT 


GEITIC 


SCIENCE PARK EINDHOVEN 5053, 5692 EB SON. TEL.: «31.40. 2643643 
Internet: http://gemco.nl, e-mail: info@gemco.nl 









you find a more rewarding position now! Take vour first step towards a 










brand new future by contacting us for free info 










Gemco Industrial Development B.V. is the consultancy division of 
the Gemco Industries Group with its headquarters in the 
Netherlands. Gemco Industrial Development carries out industrial 
and institutional development projects for private and public clients 
as well as International Finance Institutes like the European 
Commission, World Bank, Asian Development Bank and United 
Nations. Projects have been implemented in Eastern Europe, NIS, 
Middle East, Asia and Africa. 

Gemco's procurement unit provides advisory and consultancy 
services in Public Procurement related issues and implements large 
Public and Private Sector Procurement projects. 

Gemco's procurement unit has the following vacancy: 


PROCUREMENT SPECIALIST/PROJECT MANAGER 


i aualiticat 


Career Tel. (662) 2674685 Fax. 2674688 
Path Email: cpasia@bkk.loxinfo.co.th 

35/F Room A, 1249/212 Charoen Krung Rd., 
Asia Bangkok 10500 Thailand. 


















© rex Country Director 


IREX secks a Country Director for its Moscow-based operations in the Russian Federation. As the 
senior representative of IREX in the Russian Federation, the Director directly manages a Moscow- 
based staff of 40 and has oversight responsibilities for the network of IREX representations 
elsewhere in the country 









Reg 
IREX implements programs in a number of areas, including: academic research and exchanges. migner 1 
institutional partnerships, internet connectivity and training, NGO development, professional 







guidelines and regulations tt 


B. LIB, LCB) when working with/for International Finance Institute: 








training, student exchange, alumni outreach, and educational advising ial Publi ocurement ol 







Requirements: 
A minimum of two years demonstrated management experience in the NIS at a 
comparable level 


Ability to represent IREX to Russian and western academic, professional and corporate 





RD and World Bank) 
preparation o7 project proposals dratting and negotiating 
miraci | udgetindg al ] financial reporting 


‘ L (5 
languages: fluent Enalisi 













communities in Moscow 





Experience with US and international funding agencies and with Russian counterparts 
Demonstrated high level of mitiative 





idaptable - good team player, but able to work independently 





Excellent oral & written communications skills 
Good Russian language skills 
Minimum one-year commitment 






n regal E g this vacan 


VVintel telephone +31 40 264 54 






Please send cover letter, resume, and salary history t 
John Lechicky 
IREX, 1616 H. Street N.W. Washington, D.C. 20006 Fax (202) 628-2261 e-mail: jlechicky@irex org 
For more information on IREX, visit our web site at www irex.org 






Urr ulur 
5602 B 





Cambodia As an important part of a multi-cultural team, you will work on a project aimed to 


support the Ministry of Health in monitoring and evaluating organisational and financial 


Health Financing reform in the health sector. The project is executed by the WHO in Cambodia. 
° You'll be the main adviser to the Ministry of Health, Health Economics Task Force, with 
Advi ser responsibility for providing advisory support to Ministry of Health staff throughout the 
Planning and Finance Departments, ensuring that the staff develop the capacity to 
monitor and evaluate the national health financing charter to the highest standards. 


More specifically, you can expect to participate in the decision making process and 
DFID is responsible for taking forward the approval of health financing schemes submitted by the provincial and district health 
departments and provide hands on advice in the development of local user fees 
riiin. o " Se Mid schemes in hospitals and health centres. You will link with local and international NGOs, 
gie ng reer dip: — et E and provide technical inputs into the health sector reform team activities. You will also 
countries. Our Health Strategies emphasise the be expected to provide advice and policy guidance to assist the Cambodian 
need for national health systems to respond to government. 
priority health problems of poor people throughout } } 
the world. In particular, there is a need to encourage Qualifications 
better ways to involve the community in the Our preference is to recruit a Health Economist but we would consider a General 
development of local health services. Economist with a minimum of three years' experience in developing countries with a 
focus on public sector/health. 


We now require one key individual to work as part of Wide, ical ience of developing health financing sc is al, including 
a team to help ensure this strategy is properly experience gained in poorer countries, ideally within a government or international agency. 
developed and implemented. The post is primarily In addition, a relevant qualification (e.g. a Masters degree or equivalent in Health 
based in Phnom Penh, Cambodia, however Economics) is required, backed by an understanding of the economic, social and 
considerable travel throughout the country is institutional aspects of health development in poor countries. First dass management, 
interpersonal, negotiating and communication skills are pre-requisite and experience of 
liaising with a wide range of organisations and building consensuses would also be desirable. 
Contracts will be with the WHO for a period of two years. Salary will be c.£30,500 tax- 
free plus allowances which is based on the WHO P4 scale. Salaries will be paid in US$. 


Closing date for receipt of completed applications is 26 June | 998. 


For further details and application form, please write to Appointments 
Officer, Ref No: AH304/RO, Abercrombie House, Eaglesham Road, East 
Kilbride, Glasgow G75 8EA, stating Ref. No AH304/RO clearly on your 
envelope or telephone 01355 843279. 


Government's international development policies by 


required. 


Department for DFID is committed to a policy of equal opportunities and applications 
International for this post are sought from both men and women. 


Development 
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IMMIGRATE TO 
BEAUTIFUL CANADA 
FLEXIBLE IMMIGRATION LAWS 
ATTORNEYS RUSSELL AND SAVAGE 
Suite 2000, 393 University Avenue 


UNIVERSITY OF NEWCASTLE UPON TYNE 
FACULTY OF ENGINEERING 










Institute for 





Employment Toronto. Canada M$G IE6 
Fax: (416) 597.2267 Ph. 585-2088 
PROFESSOR OF ENGINEERING Research Email, aine n 































































FOR SUSTAINABLE 
URBAN DEVELOPMENT 


Following a nation-wide competition under the aegis of the Royal 
Academy of Engineering, who are keen to foster research into more 
promising engineering solutions to the problems of unsustainable 
development, the University can now offer this newly-sponsored 
Chair of Engineering for Sustainable Urban Development. 


Research 
Appointments 





AUTHORS WANTED 


Leading subsidy book publisher seeks 
manuscripts of all types: fiction, non- 
fiction, poetry, scholarly, juvenile and 
religious works, etc. New authors 
weicomed. Send for free 32-page 
illustrated booklet S-92, Vantage Press, 
516 W 34 St., New York, NY 10001, USA. 
















Applications are invited from 
candidates with a strong 
interest in quantitative labour 
market analysis. The 
successful applicants may 
work in such areas as the 
relationship between 
education and employment, 
the youth labour market, the 
evaluation of labour market 
programmes, labour market 
mobility and economic issues 
relating to reform of the 
welfare system. 


Applicants for a Research 
Associate post should have a 
post-graduate degree in 
economics or statistics or 
equivalent relevant research 
experience. Candidates for a 
Fellowship should have 
significant research 
experience and a relevant 
publication record. Candidates 
for a Senior Research 
Fellowship should 
demonstrate a capacity to 
generate external research 
funding, project management 








APARTMENTS IN 
LONDON & EUROPE 


EURACOM 


TEL 44 171 436 3201 
FAX 44 171 436 3203 


www.euracom.co.uk 


Attached to the highly successful Transport Operations Research 
Group (TORG), you will be located in the Department of Civil 
Engineering, which has a particularly strong and well-developed 
postgraduate culture and is one of the University's flagship 
departments. With sixteen permanent staff, and a further ten 
research staff registered for PhD, TORG's research portfolio covers 
a wide range of subjects from traffic calming to electronic toll 
collection. Other research groups with whom TORG has 
collaborative arrangements of relevance to this Chair include the 
Centre for Urban Technology and the Centre for Urban and 
Regional Development Studies. 


















gU CRIT I 
LONDON SUITES | 

LUXURY SERVICED APARTMENTS NEAR HARRODS 

CHOOSE FROM A SELECTION OF BEAUTIFULLY 


BEDROOM APARTMENTS IN KNIGHTSBRIDGE 
ALL FULLY EQUIPPED WITH MODERN FACILITIES [| 
12 OVINGTON SQUARE 
KNIGHTSBRIDGE SW3 1LN 


You will be responsible for managing the staff and students 
engaged on projects generated by the Chair. In co-operation with 
the Director of TORG, and will undertake a maximum of four 
hours per week of teaching or other student contact and will be 
largely free of departmental administration. The main thrust of the 
research programme will be to provide a conceptual, analytical 
and policy framework for understanding the technical 
development pathways to novel and innovative technologies that 
may eventually achieve more sustainable cities. Thus, the range of 
potential fields of study will be very broad. Working in an 
interdisciplinary research and policy context with various external 











NEW AUTHORS 





bodies, including central government, you will also generate diis afia cond i PUBLISH YOUR WORK 
development guidelines which will re-introduce technology into Publicada Teas ALL SUBJECTS CONSIDERED: 
debates about sustainable cities and accelerate the take-up of p ointment(s) wit tin for List Fiction, non fiction, Biography, Religious 
novel engineering solutions. app dis Poetry, Childrens, 


two years in the first instance. 


Salary will be within the range 
of 1B 1A/ II (£15,462 - 
£23,241 pa / £21,436 - 
£28,545 pa), depending upon 
age and experience. 


Those wishing to discuss the 
appointments informally are 
invited to contact Peter Elias 
(01203 523286) or Robert 
Lindley (01203 523503). 


Interviews will take place on 
Friday, 10 July 1998. 


Application forms and further 
particulars can be obtamed 
from the Personnel Office, 
University of Warwick, 
Coventry CV4 7AL 
(tel:01203 523627; e-mail: 
recruit@admin.warwick.ac.uk) 
or from the website at: 
jobs.ac.uk/10/AC202 html 
Please quote reference 
44/R/97. 


Closing date for applications ts 
30 June 1998. 


AUTHORS WORLD-WIDE INVITED. 
WRITE OR SEND YOUR MANUSCRIPT TO:- 


MINERVA PRESS 
2 OLD BROMPTON RD. LONDON SW7 3DQ 


You will represent both the sponsors and the University on an 
international stage and will be from an engineering or related 
discipline. You will demonstrate the leadership abilities necessary 
to develop and lead a prestigious research team investigating all 
aspects of this subject area as it relates to urban infrastructure, with 
an initial emphasis on the transportation of people, goods and 
waste. You must therefore be able to demonstrate a considerable 
research record, forged in a multidisciplinary environment, and 
will be committed to building a strong team-orientated 
environment. 


Great Father's 
Day Gift! 
Corby Electric 
Trouser Press 
Saves money, protects 
clothes. Renews 
crease in 15, 30, 45 
mins —Wallmountable 
Automatic turn-off 
$199, check or credit The Original 


Featured in 


Funding will be provided, initially on a three year pump-priming 
basis, however, you will be expected to raise the profile of the 
newly-established research group and attract significant additional 
funding, from the Research Councils and other European and 
industrial sources, to ensure the continuation of a centre of 
excellence beyond the three year period. 


Salary will be at an appropriate point in the Professional salary 
scale. 


For an informal discussion please contact Professor P. Hills (Dean 
of Engineering) on 0191 222 7997. 


Further particulars may be obtained from Miss J. M. Kidd, Deputy 
Registrar, The University of Newcastle, 6 Kensington Terrace, 
Newcastle upon Tyne, NE1 7RU, with whom applications, giving 
the names and addresses of three referees should be lodged not 
later than 30 June 1998. UNIVERSITY OF 


WARWICK 


52, Montbrillant, CH-1211 GENEVA 2 
Tel. ++41 22/734 1540 Fax 734 12 20 


Committed to Equal Opportunities 
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The train of success is departing 
but where’s your ticket? 


At Resume Broadcast International your ticket is but a phone call 
away. Let our expert staff custom tailor your international job search, 
If you are a 40+ year old senior executive earning $100K+ annually 
our services can prove invaluable to you. We are available 24 hours 
a day, 7 days a week, so why wait another minute? Contact us at 
Tel: (909) 866-4213, Fax: (909) 866-4244 or E-mail: 
102224. 3306@compuserve.com. 


Resume e 
pauses 
Inernet uet 


United States 
Institute of Peace 


ENNINGS RANDOLPH PROGRAM 
FOR INTERNATIONAL PEACI 










Resume Broadcast International 

PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Tel: +1 (909) 866 4213, Fax: +1 (909) 866 4244 

Email: 102224.3306 @compuserve.com 


The 
Economist 


TO ADVERTISE WITHIN 
THE CLASSIFIED 
SECTION, CONTACT: 















he U.S. Institute of Peace invites appli 

cations for Senior Fellowships of up 
to one year as part of the Jennings Randolph 
Program for International Peace. Fellowships 
are awarded annually to scholars, practition 
ers, and journalists to conduct research at 
the Institute on projects concerning interna 
tional peace and conflict resolution. Open to 
citizens of all nations 


Application deadline: October |, 1998. 


For more information and an application 
form, visit our website or contact: 
Jennings Randolph Program 

United States Institute of Peace 

1550 M Street NW, Suite 700EC 
Washington, DC 20005 USA 

phone: 202-429-3886 
fax: 202-429-6063 
jrprogram@usip.org 
www.usip.org 









Philip Wrigley 
London 
(44-171) 830 7000 







Suzanne Hopkins 
New York 
(1-212) 541 5730 















EUROPEAN MINING 


INVESTMENT FORUM ‘98 
JUNE 24-26, 1998 
GENEVA 


Presenting companies... 

Lihir 
Meridian Gold 
Newcrest 
Newmont 
Normandy 
Placer Dome 
Real del Monte 
Resolute 

Rio Narcea 
Royal Gold 
Stillwater 
TVX 


A acia 
Agnico-Eagle 
Apex 

Ashanti Goldfields 
Avgold 
Crown 
Dayton 

Delta 
Goldcorp 
Gold Fields 
Great Central 


Homestake 
lamgold 





Admittance by Invitation Only 
Contact: Denver Gold Group, USA 
Ph: (303) 825-3368 / Fax: (303) 534-5423 
E-mail: info@denvergold.org 
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Tel: 1.206.599.1992 * Fax: 1.206.599.1982 


_Germany 





LOOKING FOR CONSULTANTS IN 


INTERNATIONAL ECONOMIC DEVELOPMENT? 


Cambridge Data Systems provides an on-line database of highly qualified 
specialists in international economic development. The database is easily 
searchable, affordable, and allows the direct downloading of actual 
resumes. It is particularly useful for private consulting firms, non-profits 
and donor agencies active in staffing international economic development 
projects 









There is no risk to try out the database through our web site. 
www.cambridgedata.com - you won't be charged until you explicitly 
decide to download resumes. Consultants can submit resumes at no 
charge through the site, or by e-mail to resumes@cambridgedata.com; fax 
to 617-497-4158; or mail to 4 Jay Street, Cambridge, MA 02139, USA 









SETTLEMENT OPPORTUNITIES pi um. 


| immigration for successful business persons « 
nals under «pp MM visa programs.- a 
üt backed in) : 


nalifications without obligation. d J M. 4 


teli an. w prohibits the release af case progress to foreign 


LAW OFFICES OF COLIN R. SINGER, Attorney 


(S14) 487-2011 
TP ' 5 LAS 


Ww, 


Cunadion Citizenship & Immigration tel 
510-4999 Ste-Cutherine St. West Fas: 
Montreal, OC, Canada, HAZ 1723 


Fmail: csinger 


"Canada’s leading internet law firm" 
World Wide Web Site: http://www.singer.ca/ 





The Original 


kallback: 


e No Deposit 
e No Miminum 


* No Set Up Fees 
"Callers get dependable, high-quality service" 


The international Herald Tribune 





New lower 
fates! 


* Instant Activation 
e ideal for Home, Office, 
Hotels and Mobile Phones 


Agents 
Wanted 
















417 Second Avenue West * Seattle, WA 98119 USA 
www.kallback.com * e-mail: info@kallback.com 






Super Low International 
v saran Rates! 


To To- the To To 

, France: 
28« 
25¢ 
28¢ 
21€ 
25¢ 
33« 


France 
Switzerland 

U.K. 
Netherlands 


Italy 


| (212) 629-3268 
| (212) 629-3269 


maxinfo(? maxtelecom.net 


MaE og 


Great rates from the U.S. 
1 (800) 965-1645 
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For a yachting holiday 
you will never forget 


http://www.cnyachts.net 











So You Want to Buy A Ranch? 


One-hour via Interstate 8 from San Diego's warm, 
sandy beaches is America's ‘high country’ ranch secret. 






100% perfect four-season climate nestled in a million acres of national forest 
solitude, seclusion, and serenity, 4,600-acre working ranch. 5,000 sq. ft 
hacienda/ guest homes/ barns/ pool/ lakes/ fishing ponds/ springs’ airstrip; 

oak-studded green valleys, mountain vistas 








Awesome investment potential. Ideal for 27-hole golf course/ 1100 homes/ hunt 
club/ bottled spring water-or just hide out and enjoy! 


Never offered before. $10,500,000 (firm) 
AG&Cie (619) 792-1726 (phone/fax) 


INCORPORATE IN USA 
BY FAX OR PHONE 
















* Corporations and LLCs 





TYPICAL INCORPORATING FEES 






* Free name reservation Delaware $199.00 
* Personal assets shielded Wyoming $285.00 
e Confidential and cost effective Nevada $380.00 
Full registered agent services Utah $270.00 


FAX: 302-421-5753 TEL: 302-421-5750 


: E Mail: corp@dca.net 
Registered Agents, Ltd. Web Site: www.incusa.com 


1220 N. Market Street, Suite 606 * Wilmington, Delaware 19801 


NOBODY 


SAVES YOU MORE 


ON INTERNATIONAL CALLS! 








RATES TO THE US 


CA ERPE E V i 
France......25€ 


Most new customers are 
referred by satisfied 
NewWorld users 


Now earn 20% by 
referring a friend 


Numerous Special Services Included 
- No Extra Charge - 


Germany ....22¢ 
2 EEETELERE 32C 
Netherlands. . 25€ 
Switzerland . . 26€ 
Brazil....... 63€ 
Malaysia .... 49€ 


Call: 201.287.8400 Fax: 201.287.8434 
In the U.K. Call: 44.171.360.5037 Fax: 44.171.360.5036 
economist? newworldtele.com http:/ /www.newworldtele.com 


[X3 SMORLD 


LECOAM V8 I 10581 


Business to Business agents welcome 
201-287-8400 


1402 TEANECK ROAD + SUITE 114 + TEANECK, NEW JERSEY + 07666 + USA 
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Viagra Alternative 


New from China. Clinically Tested & 
Govt. Appvd. FDA apprvd. US. All Natural 
Impotence Capsules, No Side Effects 
Diabetes Angel Health Products 
5801 Uplander Way, 

Culver City, CA 90230 
Tel: 310-649-3979 Fax: 310-649-3873 
www.diabetesangel.com 









IMMIGRATION TO CANADA 
Canadian Immigration Lawyer will 
prepare Visa application and conduct 
job search for prospective immigrants 
Very reasonable fees. Leonard 
Simcoe, Ref. E, 1255 Laird Blvd., 
#208, Mt, Royal, Quebec, Canada 
H3P 2TI. Fax (514) 739 0795 

Email: 76143.2031 (0 compuserve.com 










US GREEN CARDS/VISAS 
* businessmen 
* investors 





* professionals 
* entrepreneurs 
Law Offices of Manuel D, Gomez 
130 William St, Suite 807, NY, NY 10038 
ph (212) 571-2640 fx (212) 571-2302 

email: mdgomez/a onepine.com 


inquires welcome - English, Hebrew, Spanish, Urdu 
Member, Am. Immigration Lawyers Ass n 





SPRING-TIME IN LONDON 
We offer 24 apartments from 1-3 bedrooms, all 
with fully equipped kitchen Reception with 
satellite TV - maid service - 24 hour reception - 
fax - laundry service 
Our competitive rates, privacy and ideal location 
in South Kensington. make us the perfect 
alternative to hotel accommodation 
For rates and brochure please contact 
Collingham Serviced Apartments 
26-27 Collingham Gardens London SW5 0HN 
Tel: 0171-244-8677 Fax: 0171-244-7331 





FREE CASH GRANTS! College. 
Scholarships. Business. Medical bills. 
Never Repay. Toll Free 1-800-218- 
9000 Ext. G-4265 US Only. 





FINANCING WORLDWIDE from $3 
mill. to $5 bill. and up. 7.5% app. 
AMC (215) 343 9180, Fax (215) 343 
5969, 3146 Bristol Rd., Warrington, 
PA 18976, USA 





GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext. H-4265 for 
current listings 





2ND PASSPORTS / Driver's Licences 
| Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax: +3120-5241407; E-Mail: 
100413.3245@compuserve.com; 
http://www.global-money.com 


ev 6 SERVICE SINCE, 
"Modern. comfortable — ^"« 
Serviced Apartments offenng Best Value for Money 
Unbeatable location in South Kensington 
2 person apartment from £70 per nigh 
4 person apartment from £115 per nig 


q e Gc 4 | 8 " 
NJ Commended 


ASHBURN GARDEN APARTMENTS 
3 Ashburn Gardens, London SW7 4DG. U.K. 
Fax: ++ 44 171 3706743 








ve CANADA IMMIGRATION W 


Let our exclusive group of former Visa Officers, with over 35 years 
experience, provide expert assistance and guidance to your 
immigration process. Applications professionally and confidentially 
prepared. Our money-back guarantee is your assurance of success. 
Best Government owned and administered Investor Funds available. 
Specialists for skilled workers, businessmen and investors. 


OIC CONFRATERNITY CANADA LTD, 
1410-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 
TEL: (604) 669 0389 FAX: (604) 669 3905 
INTERNET:- www.our-website.com E-MAIL-passport infoserve.net 


Save 30-70% on International Calls 


“Justice rated #1 in Callback service.” 








alberta Association World Leg Rates: (US$) 
* Business, residential, b = 
and cellular savings. tülénn A9 
* Earn Free air travel with Venezuela 43 
WorldMiles program. Brazil 50 
* Join the prestigious eter aT 
Justice Agent program. PP 
Germany 43 
Italy an 
Netherlands 43 
Norway A1 
Ld Russia :336 
It's just what you're looking for. Switzerland 16 
Mention this ad for a sign-up bonus. Agent inquiries welcome UK 08 


1-310-526-2200 1-310-526-2100 fax 





www .justiicecorp.com 
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U.S. IMMIGRATION 


We specialise in finding jobs, businesses or 
properties which allow you to qualify for a 
visa, and our associate attorneys handle the 
visa processing. Let us assess your options, 
for info., fax your name and address to 
001 305 981 9602 
Management Consulting USA Inc. 
11401 SW 40 St. Ste 337E. 
Miami, Florida. 












IMMIGRATION TO CANADA 


CHAIT AMYOT 
Barristers & Solicitors (Founded 1929) 
Reputable Canadian law firm provides assessment of your 
chances of success. FEES BASED ON RESULT 









Fees are payable only if an Immigrant Visa is actually 
sued and not otherwise. For an ASSESSMENT, 
forward your resume 1o 







C HAIT AMYOT Immigration Division 
| Place Ville-Marie, Suite 1900, Montreal, Canada. 
H3B 2C3. Tel: (514) 879.1353, Fax: 879.1460) 
E-Mail deomcíichait amvot ca 












CUT THE COST OF YOUR 
STAY IN LONDON 


Comfortable self-contained serviced studio 
flats in Knightsbridge near Harrods, fully 
equipped kitchen-dinette bathroom, 
phone, satellite TV, central heating. 
elevator, maid service, resident manager 
Suit 1-2 persons, Brochure by Air-Mail 
Knightsbridge Service Apartments 
45 Ennismore Gardens, 
London SW7 1AQ. 
TEL: 0171 584 4123. Fax: 0171 584 9058. 












OFFSHORE COMPANIES 
Nova Business Services 


TEL. 0044 1624 616009 
FAX. 0044 1624 616022 
Irish Co. 225 R/O 120 
loM Co. 240 R/O 120 


CUT TAXES 
WITH PRIVACY 





Use USA & Offshore 
Companies And Trusts 


For FREE CONSULTATION 
and our Brochure contact: 


GL@°BAL 


BUSINESS SOLUTIONS, INC. 
Phone.: USA+(619) 578.7541 
FAX: U5A« 619) 578-0238 
E-mail: gbs@millennianet.com 





OFFSHORE 


TAX-FREE 


companies world-wide 






formation and administration 
of companies 
opening of bank accounts 
tel/fax/mail forwarding services 
LAY ECO LTD. 
1092 Budapest, Ráday u. 33/a, Hungary 


Tel.: (361) 217-96-81, 216-54-13 
Fax: (361) 217-44-14 
E-mail: laveco (2? mail.matav.hu 










Ask for our FREE information 
brochure! 
Languages spoken: English, 

French, Russian, Bulgarian 


[] 
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DELAWARE (USA) 
mS LE 


e Gil rose imp plus ari 
"n eg rasa 

^ quality service for a 

cl. reasonable rate. 
3511 Siverside Rd, 4105-C © Wimi DE USA 19810 
302-477-9800 © 800-32] 08? « FAX 302-477-981) 
E-malt copGrdelieg. com © laterset: ht //delreg com 









U.S. Bank Account 
Opening Service 


CALL ANYTIME Tel: 1.800.423.2993 
(toll free) or +302.996.5819 
Fax: 1.800.423.0423 (USA/Canada only) 
or Fax: «302.996.5818 
E-mail: inc infoGdelbusinc.com 
Internet: http://www.delbusinc.com 
Delaware Business Incorporators, Inc. 





COMING TO LONDON? 


Then why not stay at Endsleigh Court where you 
can be sure of a fnendly and courteous welcome 










Our large block is centrally situated, offers seli 
contained studio apartments with well equipped 
kitchen and bathroom 
Apni 1998-Sepiember 1998. from *£ 
October 199%-Murch 1999 fron 











MU per weck | 
*£336 per week | 






A limited number of one and two bedroom 
apartments are available 







For further details contact 
ENDSLEIGH COURT 

24 UPPER WOBURN PLACE 
LONDON WCIH OHA 


Telephone: 0171 878 0050 
Fax : 0171 380 0250 














All major credit cards accepted 











* This p ce includes a vena charge 





Offshore 
‘Companies 


^ Planning 


We incorporate and provide management 
services in all leading jurisdictions 
Offshore structures can cut taxes and offer 

significant asset protection 


For further information, please contact 
INTERNATIONAL COMPANY 
SERVICES LIMITED 
ISLE OF MAN - DIANE DENTITH - FCIS 
TEL: + 44 1624 801801 
FAX: + 44 1624 801800 
E-Mail: iom@icsl.com 
GIBRALTAR - STEVE ROWLEY 
TEL: + 350 76173 
FAX: + 350 70158 
E-Mail: gib@icsl.com 
HONG KONG - SIMON HANLEY 
TEL: + 852 2542 1177 
FAX: + 852 2545 0550 
E-Mail: hk@icsl.com 
SOUTH AFRICA - ANIKA SAVONA 
TEL: + 27 21 418 4237 
FAX: + 27 21 418 2196 
E-Mail: icssa@iafrica.com 
UK - MS PEYMAN ZIA 
TEL: + 44 171 493 4244 
FAX: + 44 171 491 0605 
E-Mail: uk(Dicsl.com 
USA - JERRY BAKERJIAN - BBA 
TEL: + 1 954 943 1498 
FAX: + 1 954 943 1499 
E-Mail: usa@icsl.com 


http: //www.ICSL.com 



































( Qu VAS 


WORLD WIDE 


No. 1 OFFSHORE 
COMPANY AND 
TAX PLANNING 
SPECIALISTS 


Since 1975 our worldwide staff of 
over 275 multi-disciplined 
professionals including lawyers, 
chartered accountants, chartered 
secretaries, and bankers have 
provided confidential and cost 
effective company formation in all 
the major low tax areas 


our network of international 
we are able to provide 
€ A choice of over 750 ready-made 


companies available 
@ Arrangements of Nominee Services 






















© BAHAMAS 
| BELIZE 
@® BV ISLANDS 
© DELAWARE LLC 
© GIBRALTAR 
© HONG KONG 
@® HUNGARY 
e IRELAND 
@ ISLE OF MAN 
e JERSEY 
€ MADEIRA 
€ MAURITIUS 
e NEVIS $575 
© SEYCHELLES $350 
Other Jurisdictions & Offshore Banks 
Available on Request 
LUXEMBOURG - EVELINE KARLS 
Tel «352 224 286 Fax 224 287 
FINLAND - JENNY KOMPULAINEN 
Tel «358 9 6969 2569 Fax: «358 9 6969 2565 
HUNGARY - LASZLO KISS BSc (Econ) 
51 9958 
CYPRUS CHRISTODOULOS VASSILIADES 
Attorney-at-Law 
Tet: +357 2473211 FAX: +357 2 463463 
sect eed DIANA BEAN 
Tel: +65 535 3382 Fax. «65 535 3991 
HN KONG - RAYMOND CHOI 
MBA MLIA (Dip) 
Tel: «852 25220172 Fax: «852 25211190 
SHANGHAI - BART DEKKER tim 


648 142 


$1995 
£225 
£250 
£495 
$2250 
$500 







«352 







Te ify 151 9959 Fax +36 1 7 









21 6248 4355 Fax +86 21 
USA WEST ST: aren Ltd 
KEVIN MIRECKI A at-Law 


1714 854 3344 Fax: +1 aut yl aga 


Ta BE 







For immediate Service & our Free 110 
Page Colour Brochure Contact: 
ISLE OF MAN - C W FORSTER 

OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 
isle of Man, Great Britain, IM99 4EE 
E-mail: economist@world-mail.com 

TEL: +44 1624 815544 

FAX: +44 1624 817080 
LONDON - RICHARD COOK, BSc 
Tat 444 171 155 


1SO9002 CERTIFICATED 


Toll Free From USA: 
1 800 283 4444 
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SCF is one of the world's largest tax 
planning practices. Fully owned and 
operated by lawyers and accountants. 
All our consultants are professionally 
trained and will ensure your affairs will 
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OUTPUT, DEMAND AND JOBS Japan's jobless rate hit another post-war high of 4.1% in 
April. But Europe's economies are improving: in the year to the first quarter, GDP grew by 
3-4% in France (up from 3.0% in the year to the fourth quarter), by 3.0% in Germany (from 
2.4%) and by 4.2% in the Netherlands (its fastest rise for eight years). 


% change at annual rate 


~ 
E 


c 2 
"m. 





ai e oet pon Industrial yee tio y ANT. Mi 

3mthst 1year 1998 1999 3mths! 1 year 1 year latest year ago 
Australia +53 +490: «28 + 32 #32 + 2.7 04 + 28 Q1 79 Apt 87 
Austria na «25 1997 +26 +26 +11.9 + 69 Nov + 33 Dec 7.2 Agr 71 
Belgium -14 «2504 428 +27 na -21 Mar 4823 11.9 My 125 
Britain +21 «2901 23 418 -10 + 10 Mar + 42 Apr 64 Maf 74 
Canada +37 4380 433 +28 -03 + 34 Feb + 6B Dec 8.4 Apr 95 
Denmark +45 «4404 +31 429 +21 + 59 Mar + 2.0 Feb 6.9 Apr 8.0 
France +24 +3491 +29 428 +51 +89 Mar - 0.6 Mar 119 Ap 125 
Germany +40 «30Q! +26 +28 +98 + 54 Mar + 68 Mar 114 Ap 112 
Italy +07 +2804 +24 + 30 -01 + 9.1 Ma + 01 Mar 120 n 121 
Japan - 07.2 02.06" * 053 4 13 -129 - 62 Apr - B5 feb 41Ax 33 
Netherlands +49 +4201 «35 «33 +30 +12 Ma + 40 jan 45 ApS 57 
+37 «3604 3B + 37 +70 +140 Mar na 196 Qi* 213 
Sweden +92 «33Q4 29 + 30 - 2.1 + 68 Feb + 05 Mar 66 Apr 83 
Switzerland +19 «2004 +19 +21 na + 8.7 Qa - 19 Mar 42 Ap* 55 
United States +48 «370! +32 + 22 -01 + 3.8 Apr + 45 Mae 43 Apr 5.0 


*Not seasonally adjusted t Average of latest 3 months compared with average of previous 3 months, at annual rate New senes, Jan-Mar, claimant count 
rate 48% in April. SFeb-Apr. 


 n— NN ———————————————————————————————————— 
PRICES AND WAGES Japanese consumer-price inflation slowed to 0.4% in the year to 
April, from 2.2% in March. Swiss prices were unchanged in the year to May, the fourth consec- 
utive month of zero inflation. Dutch workers’ wages rose 3.0% in the year to March, a real rise 
of 0.7%. Italians got a 2.7% pay rise in the year to April, an increase of 0.9% after inflation. 


% change at annual rate The Economist poll 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings 
3mths! 1 year 1998 1999 3 mths 1 year 3mthst 1 
Australia +10 -02 Q! +14 +23 -13 +09 QI +12 24300 
Austria +18 + 12 Apr +15 +17 +13 404 Ax na na 
Belgium +22 + 19 May +14 417 -47 +04 ma +33 94230 
Britain +39 + 40 Ap $233. 4 427 +13 10 Apr +71 + 49 Feb 
Canada +04 +¢ 08 Apres +12 +18 -30 -08 Apr +65 +21 Mar 
Denmark +22 +22 Apr ? 22 +25 -09 +05 Apr +31 + 3.9 Nw** 
France +13 + 1.0 Apr *11 +16 -05 +05 Ma +14 «260r 
Germany +11 + 1.4 Apr *13 +419 - 05 nil Apr na + 11] Mar 
+ 2.1 + 1.8 Apr 919—923 -01 + 09 Apr +29 +27 Ap 
+04 + 04 Ap +05 «01 -50 -27 Ap na + 02 Mar 
Netherlands +71 +25 Ax +23 +25 -20 + 0.7 Mar +37 + 30 Mar 
+05 + 2.0 Apr +20 +25 -22 + 0.1 Ap +32 +29 Qa 
Sweden +03 + 0.8 Apr +09 +15 -08 -02 Ap +70 + 3.3 fe 
Switzerland - 03 nil May +03 +411 -29 -07 Apr na + 0.5 1997 
United States +07 + 14 Apr +18 +26 -28 -12 Ax +44 + 44 Apr 


*Not seasonally adjusted * Average of latest 3 months compared with average of previous 3 months, at annual rate **New series 
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COMMODITY PRICE INDEX 

Russia’s economic woes are 
adding to the depression in the metal mar- 
kets. As its economy slows, it is trying to 
boost its already large exports of many 
metals. It has started exporting palladium 
and platinum again after holding both 
metals back earlier this year. The price of 
palladium, which had hit record highs in 
May, has since fallen 40%. The price of 
gold has also fallen as Russian banks have 












































1990=100 % change on 
May 26th — Jun2nd* one one 
month year 
Dollar index 
All items 948 928 -52 -258 
Food 112.1 108.9 - 43 -275 
Industrials 
All 79.8 787 - 63 -238 
Nfa? 93.6 928 - 30 -241 
Metals 71.5 702 -87 -235 
Sterling index 
All items 103.4 101.1 -39 -259 
Food 122.3 1187 -30 -275 
Industrials 
All 87.0 858 - 50 -238 
Nfa 102.0 101.1 - 17 -242 
Metais 78.0 765 =- 75 -235 
SDR index 
All items 96.0 942 - 42 -230 
Food 113.5 1106 - 33 -24.7 
Industrials 
All 80.8 7999 - 53 -209 
Nfa 94 7 942 -20 -212 
Metals 724 713 - 78 -206 
Gold 
$ per oz 295.95 29085 - 41 -152 
Crude oil North Sea Brent 
$ per barrel 13.75 434 - 27 -246 





* Provisional. * Non-food agriculturals. 





@ FORECASTS Every month The Econo- 
mist surveys a group of forecasters and cal- 
culates the average of their predictions of 
growth, inflation and current-account bal- 
ances for 15 countries. The table also shows 
the high and low forecasts for growth. The 
previous month’s forecasts, where differ- 
ent, are shown in brackets. The outlook for 
Japan keeps getting worse. Our forecasters 
now expect its real GDP to shrink by 0.3% 
this year, and have shaved their growth es- 
timates for next year to 1.1%. They do not 
expect Australia, the region’s other big 
economy, to be nearly as badly damaged 
by Asia’s economic troubles: it is expected 
to grow by 2.8% in 1998, and by 3.2% in 
1999. Spain is tipped to lead the league 
during the next two years, growing by 
more than 3'2% a year. 
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FINANCIAL INDICATO 


Share price indices 


Jun 3rd 


2,662.0 
1,587.7 
3,280.4 
5,898.4 
7,493.2 

736.4 
2,690.4 
5,613.8 
1,509.1 

15,347 0 

1,207.6 

883.4 
3,700 2 
7,6763 
8,803.8 
1,065 4 


s S 


—Q"Qn 


United States 
World* 


f Ten-year bond rates (old series: Britain 15-year 5.67%, United States 30-year 5.80%). t June 2nd 


*Natrow: M1 except Britain MO, broad: M2 or M3 except Britain M4 Sources: Banco Ambroveneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, Chase 
Manhattan, CA IB Investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale. ) P Morgan, Paribas, Royal 


Money supply* Interest rates % p.a. (Jun 3rd 1998) 
% rise on year ago over-  3-mth money market banks bond yields Eurocurrency 
narrow broad latest — yearago prime gov't! 3 mths bonds 
Australia +112 +62 Mar 5.00 495 534 875 54i 593 488 507 — 
Austria +41 +403 feb 338 366 3.40 650 493 na ma 568 | 
| Belgium +58 +67 feo 346 3.62 3135 — | 725 493 557 363 455 
Britain +68 +103 Ap 813 7,42 6.88 825 569 634 74) 594. 
Canada +123 +33 Am 462 469 3.17 650 530 606 495 5.18 — 
Denmark na +29 Mx 435 415 3,60 675 497 707 403 480 
France +79 «37 Ma 338 3.50 3.30 655 485 S08 353 450 
+72 «40 Aw 342 — 356 3.13 490 480 474 353 448 
Italy +104 490 Mx 569 478 6.81 788 5.13 550 516 48! _ 
Japan +83 435 a 043 — 047 053 163 146 12! 038 085 
Netherlands — «75 +72 De 338 344 331. | 525 484 524 — 350 449 
Spain 4123 «24 Ax 431 431 524 700 500 542 423 46) 
Sweden na *21 ap 430 433 4.07 482 S0! 507 453 474 
Switzerland ^ «115 412 fb 181 1.81 156 363 300 294 186 242 
United States +10 +1004 550 546 564 — | 850 556 674! 563 554 





high 


2,881.4 
1,628.6 
3,280.4 
6,105.8 
7,822.3 

778.8 
2,690.4 
5,644.3 
1,654.4 

17,264.3 

1,219.8 

938.8 
3,794.5 
7,827 7 
9.2118 
1,0972 





1998 


low 


2,5424 
1,245 7 
2,405.0 


— 5.0688 


6,240.0 
667 1 
1,873.1 
4,087 3 
1,053.2 
14,664.4 
892.0 
632 6 
2,853.1 
6,062.1 
7,580.4 
896.5 


i 
i 
% change on | y 
ie exa Live Dec 31st 1997 tute for Management Development's re- à 
week year high in local in $ port in Apri l. The latest study by the Wor Id A 
4 currency tems Economic Forum contains some sur- Je 
-23 He —— te sa; | prises. Britain has moved up the table to ki 
+24 | «436 COME: » 356 — SES. | fourth, while New Zealand has slumped 4| 
+ 05 +294 - 34 + 149 «143 | t013th. Despite the Asian crisis, Singapore 3 
- 07 +166 — - 42 + 118 +10) ~~ remains top, with Hong Kong just behind. 
+ 03 t272 - 55 + 89 +105 | More predictably, Malaysia has slumped E 
+33 4539 "^ + 383 ^— *400 | toi7th and Indonesia to 31st. "À 
+ 22 | +533 - A5. . * 321 *341 | 4 
- 04 + 96.7 - B8 + 433 + 45.2 jj 
- 20 -255 ^ -606 + 06 - 54 Global | 
t 08 +478 — - 10 + 322 +342 Index, 1998 
+ 12 +58.5 - B9. + 397 2415. 15 10 05-0405 10 15 20 25 
- 06 4300 SFFR $4213 . +2800 X ATE UNI paite quum c 
* 06 +465 - 19 « 225 «210 
- 15 $23.1, Ws = ae EE LIC +113 
* 01 «186 — - 29 + 138 +138 














STOCKMARKETS Paris gained 3.3% and Brussels 2.4% to end the week to June 3rd at record 
highs. Wall Street ended the week barely changed. Tokyo fell 2.0%, despite the weaker yen. 
Sydney drifted down 0.9%, and closed the week only 1.8% higher than a year ago. 
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“Morgan Stanley Capital international index includes above markets and seven others, in dollar terms. Provisional 


MONEY AND INTEREST RATES The yield on ten-year British gilts (government bonds) 
fell to a 30-year low of 5.63% on June 2nd. Japanese long-term yields continued to fall to new 
lows: the yield on the benchmark seven-year government bond touched 1.13% on June 2nd. 



































Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac. DatastreamAC V. Rates cannot be construed as banks’ offers 





The Australian dollar fell 1.6%; Australia’s current-account deficit narrowed in the year to the first quarter. 
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B RATING COUNTRIES Who will rank 
the rankers? Two rival reports now com- 
pare countries’ “competitiveness”, using a 
. host of criteria. We wrote about the Insti- 





TRADE, EXCHANGE RATES AND RESERVES Britain's visible-trade deficit widened to $24.7 billion in the year to March, as the Asian 
crisis hit exports and strong economic growth boosted imports. The yen's trade-weighted value fell a further 0.7% in the week to June 3rd. 
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Trade balance*, $bn Current account, $bn Exchange rate Currency units per $ Currency units Foreign reserves? $bn 

latest latest 12 latest 12 mths trade-weighted! Jun3rd — yearago per per per per latest year ago 

month months jun 3rd year ago £ DM eu  euro$ 7 RCAL 
Australia - 027 Ap + 0) - 58 QI 81.9 93.5 1.63 1.32 | 268 09 182 183 145M« 144 
Austria - 129 Q155 — 49 - 40 Ma 1032 ^ 1028 us 1322 " 104 . 70€. 119 13378 202 Ma — 211 
Belgium * 087Ja + 116 + 139 Dec 1028 ^ 1027 36.6 357 ^ 599 206 406 4045 196M« Ul 
Britain - 255 Mw  - 247 + 73 Q4 1036 996 061 061 - 034 068 070 304] 359 
Canada + 1.10 Mar + 136 - 112 Q1 814 849 AAS 1.38 238 — 082 162 163 223M« 215 
Denmark + 033 fe + 38 + 1104 1053 | 1053 675 6.58 "05 38! 750 749 196M« 16S. 
France *220Ma 4317 + 397 Feb 1052 | 10553. 1 $994 5483 — 39/3 33 656 85 330 Ma 287 
Germany + 7.50 Mar + 737 + 22 Mar 1044 ^ 1038 - 1.77 1.73 290 - 197 2196 X 780 Mar 802 
Italy + 146 feb + 277 + 34.1 jan 762 | 763 1,745 1.698 2,859 985 1940 1953 534Mw 436 
Japan + 949 Mar «1109 +106.0 Mar - 3912 | 1311 (338 116 227 . 780 .— 154 17  — 2220*& 213 
Netherlands + 108 re55 + 164 + 23103 | 1022 1022 200 — 195 337 — AAG 225^ 2 234 Mar — 283 - 
Spain - 230M« - 198 t 73 Mar 77.1 77.4 150 146 — 246 GCG Mw 606 
Sweden + 1.42 Apr + 172 + 58 Ma 862 838 77] . 136 17  — 438 — 863 865  — 97M 155. 
Switzerland - 009 M» + 02 * 209 Q4 1061 1053 148 — 144 — 242 083 164 160 348 Ma 353 
United States -2020 Mar -206.2 -1664 Q4 1112 1030 Eft - 164 056  |M | 583Hb 564 
*Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others ciffob. 11990=100, Bank of England. tExcluding gold, IMF definition 

| SForward rates for delivery January 1st 1999, calculated by J.P.Morgan. §§Not seasonally adjusted 
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i CZECH REPUBLIC The Czech econ- 
omy is unlikely to recover soon, according 
to the OECD'S latest survey. Since the cur- | 
rency crisis a year ago, growth in GDP has 

almost stopped; output rose only 1% last 

year. Interest rates—which were raised in a 

failed attempt to defend the koruna—have 

been kept high to maintain investor confi- 

dence and curb inflation, which exceeded 

13% in the year to April. The OECD warns | 
that the government needs to tighten fis- _ 
cal policy too so that wage demands can | 
be kept in check and the economy can | 
benefit from the depreciation of the ko- 
runa. Sustained growth will require fur- 
ther financial-market reform and bank 
privatisation, as well as greater industrial 
restructuring, according to the Paris-based 
think-tank. Another worry is that the job- 
less rate, which has risen to 5.6%, will re- 
main high. Labour-market flexibility is 
hampered by stringent employment-pro- 
tection laws and high social-security costs. 








Consumer pricest 


% increase on a year earlier 


Czech Republic 
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GING-MARKET INDICATORS 


ECONOMY New figures confirm the depth of Asia's crisis. Indonesia's GDP fell 6.2% in the 
year to the first quarter; Hong Kong's declined 2% and Malaysia's 1.8%. Indonesian con- 
sumer-price inflation shot up to 52% in the year to May. But its visible-trade surplus grew in 
the year to March, as did Malaysia's in the year to April and South Korea's in the year to May. 































































































*e change on year earlier Latest 12 months, $bn Foreign reserves, $bn 
GDP Industrial ^ Consumer Trade Current Latest Year ago 
production prices balance account 

China + 72 QI + 44 Ax - 03 A *449 Ay — 2231 1997 140.63 Mw 112.1 
HongKong -200 -020e + 474»  -185w«  - 661 962 aw 636 
inda —— «561^ -07m + 83m — - 60Mw — - AB 1997 263 ww 227 
Indonesia - 6205 «1079 «520» +154We -680 155 we 19.0 
Malaysia - Bo -ilime + 56a +3) a -48 09 217 ox 270 — 
Philippines + 470: +194 Nw + 79a — - 90ww — - 43 Qi BS uw 97 
Singapore +560) + 8S uw + 062p - 34a» 41380  — 744 wm» —— 757! 
South Korea — - 380: -101 ma + 82M»  s*160M» + 9.1 Mw 298 ww — 299 — 
Taiwan — — «590  *39Mw + 2l —*54w + SP Ot B4.0 Feb 88.6 
Thailand —— + 04 ws -137rb + 101 me — -29w-  -B60 269 eA 
Argentina + 82 04 + 64 Ap + 12 May - 61 Mar  —10.1 O6 218 Ag 173 
Ban — — «1l —— 4284 * Al -60wy  -3270 747 Aw 54.1 
Chile 4960 + BOM SA — -27^ FA 169 Aw 160 
Colombia ^ «550 +108 > + 207aw — -3lh  - 55 wer 95 De 9.6 
Mexico 14860. ia Am  - 22 - 73 Q4 301 Www 21.1 
Venezuela + 5.5 1997 na — + 39.7 My Aliio «59 we I2 Aa 125 | 
Greece + 3519» + 24 wn + S34» — -1820« — - 48 Dx 197 ww B5 | 
kae —— «169 458^ + SOM -70a  - 360 213 ww a a 
Portugal — + 3.7 1957" — «27»  * 274 -102W -55r 156 > — 155 | 
South Africa + 1.00; + Ol mw + SO — «22 -iJQ 45 im SAC 
ee er ee ee SO eee ees Du 21.3 Mw 15.6 
Czech Republic + 22 os +10.5 Mr. + 13.1 Ap - 33 Ap - 3204 10.[7 Mar 117 
Hungary — +530 4207 Mw + l604p - 21 Me - 09 Mr 95 Mw 86 
Poland 4650 «392» + 1372 — -ll5Mw — - 47 Wu 231 Mae 162. —.| 
Rusia — + 0245  «08ap + 79a» — «l63uMw — € 750 120 Wu 124 


"Estimate "includes gold. Visible and invisible trade balance. &Mew series 





FINANCIAL MARKETS Moscow rebounded on hopes of an aid package from the G7, clos- _ 
ing the week to June 3rd nearly 12% higher. Russia's worries spread to Warsaw, which lost 5.525 | 






























































Sources; National statispcs offices, central banks and stock exchanges; Datastream/ICV; EIU; Reuters; S8C Warburg; LP. Morgan; Hong Kong Monetary 
Authority, Centre for Monitoring Indian Economy, Bank Negara Indonesia; Malayan Banking: Phippines National Economic and 
Hoare Govett Asia, FIEL, Baring Securities; Merill Lynch; Bank Leum) Le-srael: Standard Bank Group; Akbank: Bank Ekspres; Deutsche Bank; Russian 


Economic Trends 


_ during the week. Most Asian markets also retreated, But Seoul rallied 6.1%, helped by rising 
bank shares. The South African rand touched a new low against the dollar. 


% change on | 














t Authority, 


Currency units Interest rates  Stockmarkets | 
per $ perf  shortterm  Jun3rd Dec 31st 1997 
Jun 3rd yearago Jun 3rd % p.a, one in local in$ 
week terms 
China 628 029 " 335. — ES on 49088 * 15 + 196 + 196 
Hong Kong JUS UEM OM dZES.25 408 8,819.2 287179 —1328- 478 | | 
india 418 357 685 7733 35080 l= ae — 43 - 78 | 
indonesia — 11,650 — 2428 19083 4550 — 3926 -58 - 23 -539 
Malaysia 392 252 642 1104 TE I A v JXS 121 
Philippines 38.9 264 636 1443 . 19290 -64 + 32 + 60 
Singapore — 167 — 143 274 6.50 32198 — -58  - 203 - 197 | 
South Korea — 1,3933 89! — 228! 1770 3325 (SRE BE SE 75 | 
Taiwan rae 56.0 7115 75432  -53  - 65 108 - 
Thailand 420 247 68.8 21.00 3132). —79. - 160 = 37 
Argentina 100 10 1.64 12.10 598 3 -08  - 129 - 129 
Brazil 1.15 1.07 1.89 2150 - 99550 "11 + 33 = 63 | 
Chile 455 49 746 10.56 4,260.6 239 MR 413. TY 
Colombia 1399 1077 229 3162 11660 - 16  - 186 — 246 
Mexko — à 88! 793 144 1922 44552 -06  - 148 - 220 
Venezuela 539 485 883 3761 59760 -32  - 310 -354 
Greece — — 301 272 494 1310 2.5812 +23 + 745 + 642 
n SY — 597 926 /— 3326 +17 + 143 + 110 
Portugal | 181 175 297 438 54885 - 3B + 451 + 471 | 
South Africa 511 448 837  . 1532 17,5699 +16 + 220 +163 | 
Turkey 257,690 142,685 422,096 7876 37735 $129. 754 DD) -— til 
Czech Republic — 327 329 535 15.827 448 3 -16 - 95 - 40 
Hungary 2 ae wee 1769 7,718.3 VIEN xu 35 "esu 
Poland . 345 — 323 565 2227 14,955.6 55  * 20 s» 41 | 
Russia 6.00 577 9.83 150.00 209.1 $117 . = 493  — 413 
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A World Of Free Travel. 


Become a Hilton HHonors" member and you'll earn free stays at more than 400 Hilton, Conrad International 
and Vista hotels worldwide, plus miles in any of twenty airline loyalty programmes. We call it Double 
Dipping’ And it's just one of the many features that make Hilton HHonors Worldwide a valuable 
discovery. To join, call (81) (3) 5405 7700 in Tokyo, toll free at 0120 489852 outside Tokyo, (65) 295 9025 
throughout Asia, 1 800 121 866 in Australia, 0800 448 811 in New Zealand, 1-800-HILTONS in North America, 
or contact your local Hilton HHonors Worldwide Reservations office, or visit us at www.hilton.com. 
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Sometimes the answer to an obvious problem isnt found in ax 
obvious place. The editors of the Economist Intelligence Units Healthca 
international reports will testify to that. 

Each quarter they uncover new trends and technologies in th 
most unlikely places. The US Army is a fine example. 

With 8 million people to care for, costs are as critical here as the 
are in civilian medicine. However, the army, unrestrained by patiens 
litigation, has been able to forge ahead with the development os 
technology that spreads expertise and saves time. 

Ihe introduction of video conferencing allows consultants basee 
in one country to examine patients in another. 


sophisticated "telepresence" equipment enables specialists te 





ierform not only tests by remote control but delicate surgery as well. 

And home diagnostic systems using telephone or cable television 
ines permit at-risk patients to monitor themselves, avoiding the 
ostly and time-wasting routine of hospital check-ups. 

Clearly the potential for such technology in civilian medicine is 
normous, but if it had not been for Healthcare international civilian 
aedicine might still not have known about it. 

It is one of many reports published by the Economist Intelligence 
init. For further details of them all, simply visit our website at 
ttp://ww'w.eiu.com or call Amy Ha in Hong Kong on (852) 2802 7288 
r Lela Abdullah in Singapore on (65) 536 2240. "The Economist 


They are just what the doctor ordered. — !"elligence Unit 
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NEW YORA 
PANAMA CITY 
PUERTO VALLARTA 
RIO DE JANEIRO 
RIONEGRO 
SAN FRANCISCO 
SAN OSI 
SAN PEDRO SULA 
SAN SALVADOR 
SANTIAGO 
SANTO DOMINGO 
SAU PAL LO 
LORON TO 
VALENCIA 
WASHINGTON. Df 
EUROPE 
AKM ILA 
AMSTERDAM 
ATHENS 
BARCELONA 
BELGRADI 
BERLIN 
BRATISLAVA 
BRUSSELS 
BUCHAREST 
BUDAPESTI 
INNES 
CRACOW 
EDINBURGH 
FRANKFURT 
GENEVA 
IHE HAGUI 
HAMBURG 
HANNOVER 


HELSINKI 
ISTANRUI 
KEMEI 
LEIPZIG 


IUBLJANA 
LONDON 
LUXEMBOURG 
MADRID 
MALTA 
MONTREUX 
MOSCOW 
MUNICH 
NICOSIA 
PARIS 
PRAGUI 
ROME 
STUTTOARI 
TASHKENT 
Vil NNA 


WARSAW 





- d ZAGREB 

Y illard [nte \ ontinental, Washi: ston DA ; ZURICH 
457A PACIFIC 
BALI 


BANGKOK 
BROOME 
CHENGDI 
COLOMBO 

IAK ARTA 
KUALA LUMPUR 


While everyone was c ebating the idea of TM 


PHNOM PENH 
SEOUI 
SHENZHEN 
SINGAPORE 
SYDNEY 


the Global Vi age, we were bui ding it. — 5$ 


AGH \ 


ABL DHABI 


One World. One Hotel. BAHRAIN 


Li . Y * HU'RGH 

| niquely Inter-C ontinental. NODE 
MADINAH 
MAKKAH 


MLS AT 

PETRA 

RIYADH 
SHARM EL SHEIKH 
TAII 

AFRICA 

ABIDJAN 


CAPE TOWN 


INTERCONTINENTAL. E. 


KINSHASA 

KRUGER NATIONAL PARK 
HOTELS AND RESORTS LUSAKA 

NAIROBI 

VICTORIA FALLS 


www.interconti.com FORUM HOTE! 


